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.   TUESDAY,  MAY  28,  1974 

HotJSK  OF  Representatives, 

Special  SuBcoMMiriEE  ON 
Education  OF  THE  Committee 

ON  Education  and  Labor^ 

Washington^  D.O. 

The  subcommittee  met  at  10  a.m.,  pursuant  to  call,  in  room 
Raybum  House  Office  Building,  Hon,  John  Brademas  (acting  chair-* 
man  of  the  subcommittee)  presiding. 

Present:  Representatives  O'Hara  (cimirman  of  the  subcommittee), 
Brademas,  and  Dellenback, 

Staff  members  present:  Jim  Harrison,  director;  and  Elnora  Teets, 
clerk, 

Mr.  Brademas.  The  Special  Subcommittee  on  Education  will  come 
to  order  for  the  purpose  of  hearinjj  statements  by  Dr.  John  D.  Phillips 
and  Mr.  James  W.  Moore  of  the  U.S.  Office  of  Education  with  respect 
to  student  loan  programs. 

The  chairman  of  the  subcommittee,  Mr.  O^Hara,  is  on  his  way  and 
tliei*efore  asked  me  to  move  ahead  with  the  hearings.  Cluininan 
O'Hara  has  also  asked  that  the  provisions  of  laW  curi-ently  in  force 
dealing  with  the  Guaranteed  and  Direct  Student  Loan  Programs  be 
made  a  part  of  the  hearing  record.  Without  objection,  it  is  so  ordered. 

(Seopp*211etseq.) 

Gentlemen,  we  are  vei-y  pleased  to  have  all  of  you  and  Miss  Hopson 
with  us  this  moniing,  so  please  go  ahead. 

STATEMENT  OF  BB.  JOHN  B.  FKILIIPS,  ACTIM  ASSOCIATE  COM* 
MISSIONER  FOR  STUBEKT  ASSISTANCE,  BtlREATT  OF  FOSISEC- 
ONBARY  EBtJCATION,  U.S.  OFFICE  OF  EBUCATION,  BEPARTMENT 
OF  HEALTH,  EBtJCATm  ANB  WELFARE,  ACCOMFANIEB.  BY 
CHARLES  COOKE,  JR.,  BEPUTY  ASSISTANT  SECRETARY  FOR  LE£f< 
ISLATION  (EBVCATION) ;  BR.  LEONARB  H.  0.  SPEARMAN,  BIREC- 
TOR,  BmSION  OF  STVBENT  SUPPORT  ANB  SPECIAL  PROGRAMS, 
BUREAU  OF  POHTSECONBARY  EBUCATION;  RICHARB  ROWE, 
BEPUTY  BIRECTOR,  BI VISION  OF  STUBENT  SUPPORT  ANB  SPE* 
CIAL  PROGRAMS,  BUREAU  OF  POSTSECONBARY  EBUCATION; 
ANB  PATRICIA  HOPSON,  ASSISTANT  CHIEF,  PROGRAM  SUPPORT 
BRANCH,  BIVISION  OF  STUBENT  SUPPORT  ANB  SPECIAL  PRO- 
GRAMS,  BUREAU  OF  POSTSECONBARY  EBUCATION 

DVi  Phillips.  Mr.' Chairman,  before  1  begin,  1  would  like  to  intro- 
duce Mr.  Charles  Cooke4  Deputy  Assistant  Secretary  for  Tjegishition, 
on  my  left,  Dr.  Leonard  Spearmnn,  Director  of  the  Division  of  Stu- 

(1) 

( 


'  2 

dent  Sivpport  and  Special  Programs,  on  my  right,  and  his  Deputy  Di^ 
rector,  Dick  Rowe,  and  Miss  ratricia  Hopson,  Assistant  Chief  of  the 
Program  Support  Branch  within  the  Division. 

Mr,  Chairman  and  members  of  the  subcommittee,  it  is  a  pleasure  to 
be  here  today  and  to  briefly  review  the  history  and  operation  of  the 
national  defense-direct  student  loan  program,  The  following  state- 
ment is  intended  as  a  brief  overview.  However^  we  would  bo  happy 
to  respond  to  questions  from  committee  members  who  might  wish  ua 
to  expand  upon  this  written  statement. 

It  Legislative  History  op  the  National  Dkfense*Dihect  Student 

Loan  Program 

The  House  Committee  on  Education  and  Labor  opened  hearings 
0X1  a  scholarship  and  loan  proposal  on  August  12,  1957,  from  which 
emerged  a  student  loan  program  under  title  II  of  the  National  Defense 
Education  Act  of  1958,  Public  Law  85-864, 

This  legislation  authorized  a  program  of  low-cost,  deferred-repay- 
ment loans  fimded  90  percent  with  Federal  moneys  and  10  percent 
witii  institutional  moneys,  administered  dii*ectly  by  postsecondary 
institutions  for  their  full-time  undergraduate  and  graduate  students. 

After  1964  the  authorization  was  extended  to  half-time  under- 
graduate and  graduate  students  who  are  in  need  of  these  loan  funds 
to  pursue  their  course  of  study  in  postsecondary  institutions* 

Tlie  national  defense-direct  ^^tudent  loan  program  as  originally 
conceived  was  designed  to  assist  colleges  and  universities  in  establishing 
revolving  loan  funds  in  order  to  aid  needy  students. 

Althouj^h  approximately  150  institutions  have  reached  the  stage 
of  requiring  no  fUi-ther  Federal  capital  contributions  because  an  a<te- 
quate  supply  of  new  loans  can  be  provided  solely  from  collections,  the 
majority  of  participating  institutions  has  not  yet  successfully  achieved 
this  objective.  I  shall  refer  to  this  important  concern  later  in  my 
statement* 

Since  the  program^s  inception^  these  loans  have  generally  been 
made  without  security  or  endorsement.  Originally^  the  loan  amounts 
were  limited  to  an  annual  maximum  of  $1,000  and  an  aggregate  maxi- 
mum of  $5,000.  The  Education  Amendments  of  1972  established  new 
cumulative  loan  limitations:  $2,500  through  the  first  2  years,  $5,000 
through  completion  of  the  bachelors*  degree,  and  $10,000  through 
completion  or  graduate  or  professional  study.  These  loan  limitations 
replaced  the  former  annual  loan  maximums. 

No  interest  is  charged  students  during  the  period  they  are  in  attend- 
ance at  an  institution  of  postsecondary  education  as  at  least  half -tin  e 
students  and  during  the  ^race  po.tioA  following  cessation  of  such  a  > 
tendance,  which  >vas  originally  1  year  and  is  now  9  months. 

Interest  is  charged  at  the  rate  of  8  percent  per  annum  on  the  unpaid 
balance  during  a  repayment  period  that  normally  is  spread  over  a 
10-year  period.  Deferments  of  loan  repaymenti^  are  given  for  (1)  up 
to  3  years  of  service  in  the  Armed  Forces}  (2)  up  to  3  years  of  service 
in  the  Peace  Corps  or  VISTA  t  and  (3)  any  period  of  continued  educa- 
tion on  at  least  a  half-time  basis  in  an  institution  of  postsecondary 
education! 
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Title  II,  section  207,  of  the  National  Defense  Education  Act  of  1968 
also  provided  that  an  institution  which  was  unable  to  contribute  any 
or  all  of  the  matching  one-ninth  institutional  capital  contribution 
from  its  own  fund  couWi  borrow  such  amount  from  the  Federal  Gov- 
ernment. The  amount  authorized  to  be  appropriated  for  this  purpose 
for  the  life  of  ti  e  jprogram  was  not  to  exceed  $25  million.  The^-e  is  no 
comparable  provision  m  the  Education  Amendments  of  1972. 

It  should  be  noted  that  the  NDSL  program  was  the  first  leg  of  a 
three-legged  stool,  including  college  work-study  and  educational  op- 
portunity grants,  that  would  ultimately  be  referred  to  as  the  college* 
based  progi'ams. 

With  the  advent  of  CWS  and  EOG— now  SEOG— in  1964  and  1965, 
respectively,  tlie  Federal  Government  had  put  into  place  the  prototype 
of  the  grants-loan-work  concept  to  provide  diversified  resources  in 
student  assista^nce  to  be  administered  by  institutions.  A  second  loaii 
program,  the  guaranteed  federally  insured  loan  program,  was  au- 
thorized  by  the  Higher  Education  Act  of  1965. 

There  have  been  more  than  40  amendments  to  the  act  establishing 
the  national  defense-direct  student  loan  program.  To  trace  each  of 
these  amendments  in  an  overview  would  add  considerable  complexity 
to  our  efforts. 

;  Let  me  say  here  they  really  break  down  into  five  major  areas,  and 
perhaps  it  is  just  as  well  if  I  skip  over  the  written  testimony  and  in- 
dicate what  the  general  thrust  is.  The  five  major  areas  would  be  in« 
stitutional  eligibility— I  think  membei^s  of  the  committee  are  well 
awai'e  of  the  expansion  of  institutional  eligibility  that  has  taken  place 
in  the  last  few  years;  changes  in  student  eligibility;  changes  in  the 
provisions  ^or  cancellation  of  loans,  which  are  rather  extensive  and 
pose  some  major  problems  in  the  program;  provisions  for  repayment, 
which  appear  on  page  7  of  the  written  statement;  and  finally  provi- 
sions concerning  the  loyalty  oath  and  affidavit  requirement. 

A.  INSTlTtmONAL  ELIGIBILmT 

The  Higher  Education  Act  of  1965— Public  Law  89-329---defined 
"eligible  institutions**  to  include  those  providing  1-year  training  pro* 
grams— including  schools  of  nursing— to  prepare  students  for  gainful 
employment  in  recognised  occupations. 

Amendments  in  1068— -Public  Law  90-575— provided  participation 
in  the  program,  if  the  appropriation  exceeded  $190  million,  to  institu* 
tions  that  met  the  following  requii*ements  i 

1.  They  provided  not  less  than  a  e-mouth  program  of  training  to  prepare  stu- 
dents for  gainful  employment  in  a  recognisse^  occupation. 

2.  They  admitted  as  regular  students  only  persons  having  a  (certificate  of  grad« 
ttntion  from  a  school  providing  se<!ondary  education*  or  the  recognt^d  eQUivalent 
of  such  certificate. 

8.  they  [were] 

legally  authorised  tvithin  such  State  to  provide  a  program  of  education  beyond 
secondary  education ; 

4.  they  [wore] 

accredited  by  a  natlonalU  recognisied  accrediting  agency  or  association  ap* 
proved  by  the  Commissioner  j 


S.  they  included  in  their  ftgreements  asstirance 

that  the  availability  of  assistance  to  students  at  the  school  ♦  ♦  ♦  has  not,  and 
will  noit  increase  the  tuition  fees  or  other  charges  to  such  students. 

This  provision  extended  eligibility  to  participate  in  the  program  to 
certain  proprietary  institutions. 

STUDENT  ELIOIBILITY 

Loans  were  made  available  for  half-time  study  in  1964*  In  addition,  ' 
the  requirement  that  preference  be  given  to  students  in  certain  areas  of 
preparation  and/or  study  was  repealed  by  the  1964  amendments  to  the 
Act—Public  Law  88--665.  The  1968  amendments— Public  Law  90-*575— 
provided  for  the  elimination  of  special  considemtion  for  students  of 
superior  academic  background.  The  Education  Amendments  of  1972 — 
Public  Law  92--318— provided  tliat  in  determining  the  need  of  veterans 
for  such  a  loan^  an  institution  shall  not  take  into  account  the  income 
and  asTvCts  of  their  parents. 

c»  PROVISIONS  ron  cancellation  op  loans 

The  1964  Amendments-— Public  Law  88-665— provided  for  loan  can- 
cellation benefits  for  teaching  in  institutions  of  liigher  education* 

The  Higher  Education  Act  of  1965— Public  Law  89-829----authorized 
loan  cancellation  of  15  percent  per  year  for  teaching  in  certain  ele- 
mentary and  secondary  schools*  This  provision  made  it  possible  for 
cancellation  of  up  to  100  percent  of  loans  under  certain  conditions.  In 
1966  the  act  was  amended— Public  Law  . 89-752— to  provide  for  loan 
cA-ncdllation  of  16  percent  per  year  for  teachers  of  the  handicapped* 

The  Elementary  and  Secondary  Education  Act  Amendments  of 
1969— Public  Law  91-230— amended  the  NDEA  of  1958  to  provide 
cancellation  for  military  service  on  loans  made  after  April  13, 1970, 
for  each  year  of  service,  beginning  after  June  30, 1970,  at  the  yearly 
rate  of  12*4  percent,  not  to  exceed  60  percent  of  the  borower^s  total 
loan.  The  Education  Amendments  of  1972  changed  the  provision  per- 
mitting i.ah(3cllation  for  military  service  to  require  that  such  service 
must  beperf ormed  in  "an  area  of  hostilities.^^ 

The  Education  Amendments  of  1972  rescinded  nil  cancellations  at 
10  percent  rate  for  teacliing  service  in  public  or  other  nonprofit  ele- 
mentary and  secondary  schools,  or  in  institutions  of  higher  education. 
The  provision  for  canL^ellation  for  service  in  designated  eligible  title 
I  schools  with  a  high  incidence  of  students  from  low-income  families— 
with  changes  in  criteria  for  selection— and  cancellation  for  teaching 
of  the  handicapped  was  retained.  Borrowers  are  noW  eligible  for  the 
cancellation  of  the  entire  amount  of  their  loans  at  a  progressively 
increasing  rata  over  a  period  of  5  years.  In  addition^  the  Education 
Amendments  of  1972  provide  for  the  cancellation  for  service  as  a 
full-time  stuff  member  of  Headstart  at  the  rate  of  15  percent  annually* 

n.  imovisiONS  von  imt^Atm^'t^ 

Several  signilicant  changes  in  repayment  requirements  were  an- 
ihormd  in  the  Higher  Education  Act  of  1965  [Pttblic  Law  89-^329]* 
These  changes  included  a  requirement  of  monthly,  bimonthly,  or  quar- 
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terly  payments  on  loans  made  after  enactment  rather  than  the  annnal 
repayment  authorized  under  the  original  act. 

In  addition,  the  grace  period  was  reduced  to  9  montlis  from  the 
previously  authorized  12  months,  and  institutions  were  permitted 
to  exercise  the  options  of  requiring  a  minimum  repayment  and  assess- 
ing^late  charges  to  borrowei*s. 

The  Education  Amendments  of  1972  [Public  Law  92^318]  provided 
for  the  inclusion  in  the  promissory  note  form,  at  the  option  of  the 
institution,  that  repayment  on  a  loan  may  be  required  at  no  less  than 
$80  monthly/ 

E.  PROVISIONS  FOR  LOYAUTY  OATH  AND  AFFWAVITS 

The  disclaimer  affidavit  requirement  was  repealed  through  amend- 
ments to  the  Act  in  1962  [Public  Law  87-835J ;  however,  the  loyalty 
oath  was  retained  as  a  requirement  for  receijjt  of  a  loan  through  June 
SO,  1972,  but  was  not  included  in  the  Education  Amendments  of  1972. 
The  Education  Amendments  of  1972  provided  for  the  requirement 
of  an  affadavit  of  educational  purposii  on  all  national  direct  student 
loans  granted  by  an  institution. 

A  summary  of  program  historical  statistics  is  attached  to  this 
statement,  sliowing  the  expansion  of  the  program  in  numbers  of  bor- 
rowers, loan  volume,  and  numbers  of  institutions.  Since  the  inception 
of  the  pmgram  through  fiscal  year  1974,  an  estimated  $3.4  billion 
has  been  loaned  to  an  estimated  313  million  unduplicated  borrowei*s. 

IL  The  OPERATION  OP  THK  NATIONAL  DEFENSE— DIRECT  StUDENT 

liOAN  PrOORAM 

1.  The  national  defense— direct  student  loan  program  is  cur- 
rently administered  under  agreements  between  the  U.S.  Commissioner 
of  Education  and  2,639  paiiicipating  institutions  of  postsecoiidary 
education. 

Under  the  terms  of  these  standard  agreements,  the^  institutions 
are  responsible  for  all  student  contacts,  including  the  'eligibility  and 
selection  of  students  for  loans*  the  determination  of  need,  the  award- 
ing of  loans,  and  the  collection  of  loans  from  students  after  they 
leave  school.  It  is  estimated  that  as  many  as  6,000  institutions  may  be 
cHjafible  to  participate  in  the  program. 

Institutions  apply  annually  for  an  approved  level  of  lending 
for  the  operation  of  their  National  Direct  Student  Loan  Fund  and 
for  a  new  Federal  capital  contribution.  The  approved  Federal  capital 
contribution,  the  iustitution*s  required  capital  contribution,  and 
amounts  generated  from  loan  collection  and  from  cash  remaining 
in  the  fund  from  June  80  of  the  previous  year  allow  the  institution 
to  provide  loans  to  needy  students. 

The  applications— which  are  part  of  a  tripartite  application  cover- 
ine  the  three  campus-based  student  financial  aid  programs— are  sub- 
mitted to  the  appropriate  regional  offices  of  the  Office  of  Education* 
where  they  are  reviewed  by  panels  of  experts  in  sttulent  financial 
aid.  The  regional  panels  recommend  to  the  appropriate  regional 
director  of  postsecondary  education  a  level  of  lending  and  a  Fed- 
eral capital  contribution  for  each  institution. 
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After  the  I'egional  director  of  postsecondanr  education  reviews 
these  recommendations,  a  notice  of  recomniencled  fnnding  levels  is 
sent  to  each  institution.  Thei'e  is  an  opportunity  for  an  institution 
to  appeal  the  first  review  group's  decisions  to  a  regional  apneal  group 
and  subsequently  to  a  national  appeal  panel  After  all  tne  i-ecom- 
mended  fimding,  levels  are  established,  the  recommended  amounts 
are  totaled  by  State. 

The  ai)propriation  for  new  Federal  capital  contributions  to  the 
NDSLP  is  divided  among  the  States  acoordmg  to  a  statutory  formula, 
which  specifies  that  90  percent  of  the  funds  shall  be  allotted  among 
tlie  States  in  such  a  manner  that  each  State's  proportionate  share  of  the 
amount  so  allotted  is  equal  to  its  proportionate  share  of  the  national 
full-time  enrollment  in  mstitutions  of  postsecondary  education. 

The  remaining^  10  percent  is  first  used  to  raise  each  State  to  at  least 
the  level  of  its  onginal  allotment — prior  to  reallotment — for  fiscal  year 
1072,  if  its  allotment  from  the  90  percent  portion  is  less  thaii  that  level. 
The  regulatoi7  procedure  for  distribution  of  any  remaining  funds  is  to 
distribute  them  to  the  State (s)  in  which  the  allotments  made  thus  far 
constitute  the  lowest  percentage  fundable  of  the  aggregate  panel  rec- 
ommendation. If  the  10  percent  portion  is  insufficient  to  bring  all  States 
to  at  least  the  level  of  their  origmal  allotments  for  fiscal  year  1972,  the 
regulatory  procedure  established  by  the  Commissioner  is  to  raise  all 
States  whose  allotment  from  the  90  percent  is  less  than  their  fiscal  year 
1972  allotment  to  a  uniform  minimum  percentage  of  their  fiscal  year 
1972  allotment.  I  apologize  for  the  complexity  of  that  description  but 
that  is  the  way  it  works. 

The  national  defense  student  loan  appropriation  does  iiot  result 
in  a  constant  allotment  to  each  State  because  the  enrollment  of  students 
in  institutions  of  higher  education  has  increased  in  some  States  and 
decreased  in  others  over  the  last  3  years.  In  addition,  the  number  of 
institutions  is  increasing  in  several  States. 

After  the  final  allotment  and  the  unifoim  percentage  fundable  for 
each  StJite  have  been  deteimined*  then  the  funds  available  for  each 
State  are  prorated  among  the  institutions  in  that  State,  so  that  each 
institution  t|eceives  the  same  proportionate  share  of  its  recommended 
Federal  capital  contribution  as  evm-y  othei'  institution  in  that  State. 

2.  Institutions  submit  an  annual  i^cpoi't  of  their  loan  activity  in  the 
XDSLP  to  the  Office  of  Education.  Tliis  report  shows  the  cumulative 
status  of  each  institution's  NDSLP  accounts*  a  cumulative  summary  of 
repayment  infonnation  and  of  the  status  of  past  due  loans,  an  annual 
report  of  loan  volume  and  of  the  utunber  of  borrowers,  and  a  brief 
review  of  collecion  activities*  Additionally,  statistical  information  con- 
cerning the  racial/ethnic  distribution,  the  male/female  distribution, 
and  the  family  income  distribution  of  the  borrowers  is  collected. 

8*  As  table  I  shows,  the  demand  for  the  program  has  increased 
steadily  throughout  its  history,  both  in  terms  of  the  amounts  requested 
by  institutions  and  the  amounts  recommended  for  funding. 

Iticidentally,  that  second  item*  the  amounts  recommended  for  fund- 
ing* is  line  2  in  the  summary  table  which  is  close  to  the  back  of  this 
statement.  The  approved  funding  levels  running  across,  ranging  from 
a  $02  million  level  in  1969  to  a  projected  level  of  $663,176,000  for  fiscal 
year  1976. 
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This  demand  is  cuused  by  the  expansion  of  tlie  number  of  eligible 
students  attending  institutions  of  postsecondary  education,  by  the  in. 
creasing  costs  of  postsecondary  education,  and  by  the  increase  in  the 
number  of  institutions  participating  in  the  pi'ogram. 

Since  the  loan  vohuue  in  the  e^rly  years  of  tlie  progi-am  was  i-ela* 
tively  small  in  relation  to  the  current  demand  for  funds,  the  collections 
generated  from  piior  years  are  irtsuflicient  to  meet  the  current  needs. 

,  In  fiscal  year  1974,  for  example,  an  estimated  $150  million  collected 
on  prior  loans  will  be  part  of  an  estimated  total  loan  volume  of 

.  $464,900,000. 

III.  EVALU.VTION  AND  MeRTIXO  OP  PROOnAM  OmROTIVES 

Evidence  of  eft'ectiveness  of  the  NDSL  progmm  has  been  generated 
from  tliree  basic  sources!  (1)  An  analysis  of  the  fiscal  operations  re- 
ports  submitted  aruuially  by  mstitutions  participating  in  the  program, 
and  otlier  valid  sources;  (2)  iv  task  force  study  which  concentrated 
on  th(!  otl'ective  delivery  of  serWces  from  the  Omce  of  Education;  and 
(3)  the  Office  of  Education's  internal  check  on  the  extent  to  which 
institutions  have  devoloped  a  self-sustaining  loan  fund. 

An  tmalysis  of  tlie  1970  fiscal  operations  repoi-t  indicates  that  the 
NDSL  program  is  achieving  its  goal  of  helping  needy  students  meet 
the  cost  of  postsecondaiy  education.  General  conclusions  derived  from 
these  reports  indicate  that : 

1.  Nearly  half-49  percent— of  tlie  NDSL  students  come  f i-om  fami- 
lies ^vith  annual  incomes  of  less  than  $6,000.  An  estimated  10  percent 
of  this  count  represents  independent  students  whose  income  levels  are 
relatively  modest; 

2.  Twenty-one  percent  of  the  NDSL  students  were  membei-s  of 
minority  groups; 

3.  The  average  loan  to  students  is  currently  $690  per  year;  and 

4.  In  51  percent  of  the  cases  NDSL  was  combined  with  Federal 
grant  and/or  work  funds  to  produce  an  effective  aid  package  to  meet 
institutional  costs. 

In  a  recent  study  released  by  the  American  Council  on  Education 
entitled  "The  Impact  of  Office  of  Education  Student  Assistant  Pro« 
grams,  Fall,  1978"  it  was  reported  tliat  of  an  estimated  total  number 
of  752,900  participants  in  NDSL  during  1978-74 ! 

1.  Under  another  Federal  program  624,200  received  assistance; 

2.  Ninety-one  percent  oft  he  participants  were  undergraduates  and 
of  those  more  than  60  percent  were  freshmen  and  sophomores; 

8.  Ninety.three  percent  came  from  families  with  "Adjusted  Family 
Incomes"  of  less  than  $16,000;  and  of  those  56  percent  had  "Adjusted 
Family  Incomes"  of  less  than  $7,600.  This  count  includes  an  estimated 
10  percent  independent  students  whose  income  levels  tend  to  be  rela- 
tively modest;  and 

4.  The  average  amount  of  the  loan  was  $688  iper  student. 

It  should  also  be  pointed  out  that  the  NDoL  funds  are  distributed 
to  all  types  of  institutions.  Our  figures  show  that,  in  1974, 64  percent, 
38  percent,^  and  8  percent  of  the  NDSL  funds  went  to  public,  private, 
and  proprietary  schools  respectively.  (Notei  In  an  earlier  period, 
1967,  our  figures  indicated  that  81  percent  and  49  percent  of  the  NDSL 
funds  went  to  public  and  private  schools  respectively.  Proprietary- 
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institutions  ^i'^fo  not  eligible  for  participation  in  the  program  until 
after  .1068,  which  means  that  in  the  last  e-year  period,  proprietary 
involvement  in  this  prograni  has  grown  from  zero  t6  8  percent  of 
the  total  loans. 

'  A  seifiond  apP^'oach' in  evaluating  the  effectivonesS  of  the  NDSL 
program  wi\8  the  establishhifeht  of  a  tfusk  force  within  DHE5W/0E 
on  managehient  of  student  assistance  programs.  In  the  fall  of  1973 
this  task  force  ,under  my  dii-ection  was  concerned  with  the  manage- 
ment of  10  Federal  programs— including  6  student  assistance  pro- 
grams  and  4  closely  related  student  services  programs. 

While  no  effort  ^vas  made  to  isolate  the  NDSL  program  from  the 
three  college-based  programs  of  which  it  is  a  part,  a  set  of  internal 
recommendations  have  surfaced  which  will  (1)  accelerate  the  delivery 
of  awards  to  institutions  participating  in  the  program  (2)  respond 
to  the  need  for  a  more  detf^rmined  aiUvt  in  monitoring  the  NDSL 
program  to  make  it  mi  integral  part  of  the  delivery  system.  Although 
the  task  force  report  is  not  complete,  it  has  afforded  thofse  in  OE  con- 
corned  with  program  implementation  an  opportunity^  to  do  an  in- 
deptli  analysis  of  some  of  the  factors  related  to  effective  delivery  of 
services. 

A  third  index  of  program  efficiency  relates  to  the  extent  to  which 
institutions  have  reached  a  position  of  operating  self-sustaining  re- 
volving funds.  As  you  may  recall,  this  was  referred  to  in  an  earlier 
paragmph.  One  of  the  primary  goals  of  the  NDSL  program  was 
to  assist  colleges  and  universities  to  establish  loan  funds  to  aid  needy 
students.  Approximately  150  institutions  have  reached  the  stage  of 
requii'ing  no  further  Federal  capital  contributions  and  provide  an 
adequate  supply  of  new  loans  solely  from  their  collections. 

This  small  number  of  institutions  which  is  in  a  completely  revolving 
status  is  probably  attributable  to  the  following  factors : 

1.  the  expansion  of  demand  ? 

2.  the  erosion  of  the  fund;  and 

the  »rol)lem  of  defaults  and  cx)llections. 
I  would  like  to  take  these  up  in  order  and  give  you  an  idea  of  what 
our  problems  are  in  all  three  of  these  areas. 

l^oipamion  of  demmd 

Tt  would  talce  approximately  15  years  for  an  institution  to  reach 
fully  revolving  status  if  there  were  no  increase  in  demand  for  funds 
caused  by  increased  enrollments  and  inci'easod  costs.  However,  during 
the  17  vears  that  the  NDSL  program  has  existed,  1950-75,  approved 
instUutional  requests  have  risen  from  $fi2  million  to  $568  millivm* 
while  the  number  of  participating  institutions  has  grown  from  1,196 
to  2.800. 

•Therefore,  less  than  one-half  of  tlic  current  paliicinnnts  could  con- 
ceivablv  be  in  i-evolvlng  status.  There  is  no  discernible  trend  which 
itiakos  it  possible  to  itlontify  by  type— pttblic-privatej  2-vear,  4-year— 
those  institutional  characteristics  which  are  responsible  for  the  150 
institutions  having  achieved  this  status. 

/Crosion  of  fund 

It  is  ostitnatcd  than  in  excess  of  $60  million  will  bo  lost  to  the  fund 
in  1974,  due  to  tpaoher  cancellation  alone.  Until  the  1972  amendments, 
institutions  wore  reimbursed  onlj  for  their  portion  of  loan  CAncella* 


ERIC 


9 

tion.  On  loans  made  after  Juno  80, 1972,  this  leakage  will  be  eliminutecl 
due  to  the  fact  that  institutions  will  be  repaid  for  th6  aggregate  loan 
amounts  cancelled  (teacher  and  military)  and  these  moneys  will  be 
returned  to  the  fund.  However  a  very  small  percentage  of  loans  now  in 
repayment  status  were  made  after  that  date.  Therefore  the  leakage 
will  continue  but  diminish  over  an  estimated  lo-year  period. 

TheprohlemofdefmiUaamlcoUeotmis 

Probably,  the  most  serious  fund  leakage  stems  f i^om  the  potential 
default  rate— and  I  emphasize  the  word  **potential."'  It  is  estimated 
that  the  current  delinquency  rate  is  about  10.4' percent  and  that  tlie 
potential  default  rate  is  14.2  percent,  This  rate  is  not  fully  comparable 
to  the  quoted  GSL  default  rates  and  should  be  undei*stood  with  the 
following  backgi'ound  in  mind. 

Mn  Chairman,  this  is  a  ratlier  complex  analysis  but  with  your  per- 
mission I  would  like  to  go  through  it  because  1  think  it  is  a  terribly 
important  point  for  us  to  talk  about. 

tFnedited  data  collected  from  the  fiscal  year  1973  fiscal-operations 
reports  of  2,148  institutions  participating  in  the  national  direct  stu- 
dent loan  program  (out  of  a  total  participant  group  of  approxi- 
mately  2,300  institutions)  were  summarijsed  for  the  aggregate  United 
States*  Ifc  should  be  noted  that  even  a  cursoiy  review  of  the  summary 
data  reveals  numerous  inconsi.<^tencies^  either  as  submitted  by  institu- 
tions or  as  keypunched.  Consequently,  only  gross  en*ors  could  be 
'.detected  and  cx)rrected,  without  a  thorough  mstitution-by-institution 
check  of  the  data,  necessitating  in  many  cases  contacts  with  institu- 
tions on  how  to  correct  the  report. 

Such  a  review  will  be  done  for  the  entire  group  of  fiscal  year  1973 
reports.  Therefore,  these  rates  are  subject  to  adjustment  when  all 
fiscal  year  1973  reports  ha Vf?  been  completely  corrected* 

Previously  only  delinquency  rates  were  coml>utcd  for  the  NSDL 
program  5  however,  in  order  to  permit  a  comparisoji  with  the  default 
rate  for  the  guaranteed  loan  program,  a  potential  default  rate  as  of 
J une  80, 19?3  has  been  calculated  as  follows  i 


Face  value  of  loans  fully  retired     $255,000,000 

Face  value  of  loans  In  defement  status-*--*****-— 80, 000, 000 

Face  value  of  loans  on  schedule  in  repayment  status-  -   1, 005, 000, 000 

Face  value  of  loans  past  due— — 490,000,000 

Total  matured  loans—-..**———- —  — ^  i,  840, 000, 000 

Prtnctiml  amount  outstanding  on  loans  in  past  due  status  for  more 
than  120  days-.  -  .  *  201, 000, 000 


1  $201,000,000  divided  by  $1,840,000,000  eauatd  14.2  percent 

To  ext^lain  the  above^  you  take  the  sum  of  the  face  value  of  loans 
fully  retired^  the  face  vahte  of  loans  in  deferment  status^  the  face 
value  of  loans  on  schedule  in  repayment  status  and  the  face  value  of 
loans  past  due  and  this  gives  you  a  total  matured  loan  amount  of 
$1*840  million* 

The  principal  amount  outstandingon  loans  in  past-due  status  for 
more  than  120  days  is  $261  million.  Tlierefore^  beaHnef  in  mind  that 
there  really  is  no  default  NDSL  at  present^  the  potential  default  rate 
can  be  derived  by  dividing  $261  million  by  $1,840  million,  and  the 
rate  derived  is  14.2  percent. 
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Mr.  Drllenbaok.  May  I  ask  a  question?  Dr.  Phillips,  wheti  you  say 
"face  value  of  loans  fully  i*etived  "  I  understand  tlmt  as  i*eferring  to 
loans  which  were  incurred  and  have  been  fully  paid  of(, 

Dr,  Phillips.  Right.  • 

Mr.  Dellenbaok.  So  what  you  are  doing  with  the  default  rate  is 
not  talking  about  a  current  stattis  situation,  but  talking  about  a  de- 
fault rate  from  the  inception  of  the  program. 

Dr.  Phillips.  That  is  right. 

Mr.  Dei^lunback.  That  is  ^^'\m  the  14.2  percent  figure  is? 
Dr.  pHiLurs.  That  is  right. 

Mr.  Dellenbaok.  Not  a  picture  of  tlie  immediate  situation  but 
current  only  in  the  sense  it  measures  from  inception  to  now,  and  this 
is  what  could  h&  defaulted. 

Dr.  PhiuiIps.  That  is  correct;  yes.  The  reason  for  that  is  because  of 
the  continuations. 

Mr.  Dellenbaok.  I  am  not  quoting- then,  but  trying  to  undei-stand 
what  you  are  doing  here.  You  are  saying  that  from  the  beginning 
of  the  program  tmtil  now,  it  is  possible  that  14.2  percent  of  total 
loans  made  will  ultimately  be  in  default? 

Ms.  HopsoN,  Yes,  and  the  reason  for  making  it  cumulative  was 
partly  the  fact  there  was  no  provision  for  write-off  of  the  bad  loans; 
therefore  in  comparing  them,  we  included  the  total  except  those  that 
have  not  yet  reached  repay ment  status. 

Mr.  DEriLKNBACK.  But  of  those  who  are  outstanding  at  the  moment—;  • 
with  the  defhiition  there— potential  default  is  much  higher  than  14.3 
percent  because  j^ou  have  thrown  in  a  solid  base  of  $255  million  which 
has  been  paid  off  in  full  ? 

Ms.  Hopsow.  I  am  not  sure.  We  have  not  derived  that  rate.  Are 
yott  saying,  take  those  that  are  currently  in  past-due  status,  in- 
cluding everytliing  since  the  inception  of  the  program,  and  are  you 
then  asking  that  we  try  to  segregate  loans  made  since  a  cei-tain  date? 
.  Mr.  Dbllbkbaok.  No.  I  ain  not  quarreling  with  your  procedure, 
but  trying  to  understand  it.  I  am  not  asking  you  to  change  anything 
whatsoever,  but  saying  that  since  you  have  thrown  in  #65  million 
which  will  never  be  in  default,  because  they  have  been  paid  ollf  in  full. 

Ms.  HopsoN.  Right. 

Mr.  Dbllenback.  We  are  not  dealing  with  14.2  percent  of  the  loans 
which  have  still  not  been  paid  off.  Instead,  of  those  loans  which  are 
outstanding  at  this  moment,  more  than  14.2  percent  will  Inevitably 
be— at  least  so  far  as  tliis  potential  default  is  cbncerned—- in  default? 

Dr.  Phillips.  Right. 

Mr.  Dellenbaok.  I  will  ask  one  other  question,  Mr.  Chairman,  to 
clarify  one  fuither  area.  When  you  quote  the  $1,066  million  figure 
and  label  it  as  the  far;e  value  of  loans  on  schedule  in  repayment  status, 
and  then,  in  the  totiil,  call  those  "total  matured  loans"  you  don't,  by 
^'matured'*  mean  "dtic  and  payable  at  the  moment,"  but  rather  you 
mean  "loans  which  have  been  made  and  are  thus  subject  to  cither 
immediate  or  long  term  repayment"  ? 

Dr.  Phillii>s.  Yes,  but  we  have  not  included  here  those  loans  which 
have  been  paid  .tnd  are  still  in  the  in'School  period.  They  would  have 


n 

to  have  reached  the  point  at  which  the  grace  period  has  elapsed  and 
tliey  have  entered  repayment  status. 

Mr.  Dellknback.  You  have  now  helped  with  what  I  had  difficulty 
with,  namely,  definition  of  the  word  "mature."  These  are  not  mature 
in  the  sense  that  tliey  are  now  due  and  payable  in  the  way  a  bank  would 
consider  immediately  mature.  Tliey  have  matured  in  tlie  sense  they 
have  gotten  out  of  the  stage-— — 

Dr.  Philups;  They  have  entered  repayment  status  and  are  due  and 
payable  over  an  extended  period  of  time. 

Mr.  DELtENBACK.  And  in  that  sense  they  are  matured  ? 

Dr,  Ptnttips.  Right. 

Mr.  DEttENBACK.  Thank  you,  Mv.  Chairman. 
Mr.  O'Hara.  Continue,  Dr.  Phillips. 

Dr.  Phillips.  The  amount  of  $261  million  outstanding  on  delinquent 
loans  (defined  as  loans  that  have  been  in  past  due  status  for  more 
than  120  days)  repi'esents  tlie  amount  outstanding  on  about  $320  niil« 
lion  originally  lent.  It  should  be  noted  that  approximately  $40  million 
of  that  amount  has  been  repaid  as  of  June  30,  1973,  and  about  $10 
million  has  been  cancelled  under  various  provisions,  leavins:  $261  mil- 
lion outstanding.  Of  that  amount,  approximately  $90  million  is  the 
amount  of  payments  that  are  actually  past  due  as  of  June  30,  1973. 
Since  a  substantial  part  of  the  amount  due  to  date  has  been  collected 
or  canceled,  it  is  reasonable  to  expect  that  a  substantial  portion  of  the 
$261  million  outstanding  will  also  eventually  be  collected. 

At  this  dat«,  the  only  amounts  which  uistitutions  can  legally  collect 
on  delinquent  loans  are  those  portions  of  each  borrower's  loan  that  are 
actually  past  due  as  of  June  80, 1973 ;  i.e.,  the  amount  of  approximately 
$90  million. 

An  unknown  number  of  institutions  do  include  in  their  NDSL  notes 
the  Office  of  Education's  recommended  provision  that  if  the  borrower 
becomes  delinquent  in  his  payments^  the  entire  amount  outstanding 
may  be  declared  due  and  collectible;  however  most  institutions  have 
been  reluctant  to  exewiise  this  provision  even  if  it  is  included  in  the 
note,  because  the  demand  for  payment  of  a  large  stun  at  one  time  is 
often  ineffectual  in  securing  payment  from  a  borrower.  .< 

Therefore,  only  about  $90  million  could  have  legally  been  collected 
on  the  delinquent  loans  as  of  June  30, 1973,  rather  than  the  entire  bill 
$261,000,000  outstanding.  (An  additional  $12  million  is  past  due,  and 
could  have  been  collected,  on  loans  that  have  been  in  past  due  status 
for  120  days  or  less.) 

We  are  trying  to  use  the  I20«day  measure  to  make  it  as  comparable 
as  possible  with  the  guaranteed  student  loan  program  definition  of 
"default." 

Mr.  Dellenback.  You  tell  us  that  $490  million  is  the  face  value 
of  loans  which  are  payment  due.  Now  what  does  that  mean? 

Ms.  HopsoN.  That  is  the  face  value  of  all  loans  which  are  past  due  as 
of  June  30, 1973.         '  , 

Dr.  PtiiLui's.  Including  those  that  are  past  due  for  less  than  120 
days. 

Mr.  DELLBNBACit.  Tlien  the  $261  million  is  part  of  that,  but  it  is  those 
loans  which  are  more  than  120  days  payment  due? 

Ms.  HopsoN.  Right}  in  other  words,  approximately  $170  million 
is  the  face  value  ofloans  that  are  less  than  120  days  past  due. 
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.  Ml*.  I)klu:n6ack,  How  do  you  get  $170  million  ? 
Ms,  IteoN*  $490  millioji  minus  $820, 
Mr.  BBtUBNBACK,  I  see. 

Ms,  HofsoN,  That  is  why  I  say  the  $261  million  is  compared  with 
the  $820  mill  ion  rather  than  the  $430  million, 

Mr.  Dellknback.  I  understand  your  subtraction.  Then  it  is  $170 
million  which  are  loans  wiiero  payment  is  due  but  not  yet  120  days 
past  due, 

Ms.  HorsoN.  Yes. 

Dr.  Phillips.  An  alternate  method  of  measuring  the  extent  of  delin- 
quency in  the  national  direct  student  loan  pro|?ram  is  to  determine 
what  amount  should  have  been  collected  as  of  a  given  dnte,  but  has  not 
actually  been  collected,  and  to  compare  that  amount  to  the  total  amount 
that  was  scheduled  for  collection  as  of  that  date.  This  would  give  you  a 
delinquency  rate  as  distinct  from  a  potential  default  rate.  The  pro- 
gram's delinquency  rate  as  of  June  30,  1973,  is  then  computed  as  fol- 
lows, again  based  on.  the  unedited  dat4i. 


Omnulatlv«  principal  amount  collected  $38.1, 000, 000 

Cmnulatlvo  principal  amount  canceled-  «  -   220, 000, 000 

Principal  amount  In  past  due  status  J   102,000.000 

Principal  amount  In  deferred  status..^.*    0, 000, 000 

Total  amount  due  and  collectible  .  «  «   808, 000. 000 

Principal  amount  past  due  on  delinquent  loans    *  90, 000, 000 


i  $00,000,000  divided  by  $803,000,000  ecluals  10i4  percent, 

That  $90,000,000  is  the  subpart  of  the  $261  million,  as  we  triod^to 
explain  at  the  top  of  paj[?e  17,  which  is  actually  past  due,  and  which 
results  in  a  delinquency  rate  of  10.4  percent.  So  what  we  try  to  do 
here  is  to  jjive  you  two  measurements  of  the  t^roblem.  In  potential 
default,  we  tried  to  calculate  as  much  as  possible  in  a  comparable 
fashion  to  the  technique  used  in  the  guaranteed  student  loan  proffium, 
and  then  what  is  perhaps  a  more  useful  measure  in  terms  of  the  NDSL 
program  itself,  the  delinquency  rate  of  10.4  percent. 

Mr*  SmnMAN.  You  miffht  want  to  point  out  the  $6  million  is  not 
the  amount  actually  lent.  You  are  actually  dc*aling  with  $30  million 
there.  You  generally  have  a  period  of  at  least  2  years  in  defended 
status,  so  we  estimati^  that  if  10  percent  of  the  principal  outstanding 
would  have  been  paid  each  yearj  if  the  student  were  not  in  deferred 
status,  on  a  basis  of  10  percent  times  2,  roughly  20  percent,  you  come 
xxp  with  $6  million;  but  the  actual  amount  lent  is  $30  million. 

Di'.  VnmsWB.  In  interpreting  the  potential  default  rate,  it  should 
be  pointed  out  that  NDSL^s  are  normally  made  without  security  or 
endorsement  and  without  credit  check*  In  contrast  to  the  guaranteed 
student  loan  nrofrram,  the  institution  must  make  loans  reasonably 
available  to  all  eligible  students  in  the  institution  in  need  thereof. 

Ooneotvve  action 

Two  significant  actions  have  been  initiated  which  should  enable  the 
Office  of  ISducation  to  improve  in  the  collection  of  delinquent  loans* 
First,  Ofj^  in  conjunction  with  the  National  Association  of  College  and 
University  Business  Officers,  has  in  recent  years  held  a  series  of  re- 
gional training  workshops  on  loan  collection  procedures.  OE  has  also 
identified  that  10  percent  of  the  total  number  of  paiticipating  insti* 
tutions  which  had  the  highest  delinquency  rates  as  of  June  30, 1972* 
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Special  elforts  are  being  made  tlu'ough  our  regional  office  staffs  to  im- 
prove the  collections  at  these  institutions. 

Subregional  workshops  have  been  held.  The  regional  and  State 
groups  of  NASPAA  have  held  and  are  holding  workshops,  and  many 
universities  themselves  have  held  workshops  on  collection  procedures. 

The  second  initiative  resulted  from  congressional  action  amending 
certain  provisions  of  the  National  Defense  Education  Act.  For  ex- 
ample, the  Higher  Education  Act  of  1965  included  the  following 
features :  .  ,  „ 

1.  t'rovision  for  routine  administrative  expense  and  for  other  collec- 
tion costs; 

2.  Reduction  of  the  grace  period  from  12  months  to  9,  and  pro- 
vision for  monthly,  bimonthly,  or  quarterly  repayments  instead  of 
annual  repayments; 

3.  Provision  for  a  $15  minimum  monthly  repayment  at  the  option 
of  the  institutions;  and 

4.  Provision  for  the  assessment  of  penalty  charges  for  late  payments 
and  for  the  late  filing  of  deferment  or  cancelation  forms  at  the  option 
of  the  institution. 

These  two  initiatives  are  expected  to  effect  significant  increases  in 
the  NDSL  collection  rate. 
[The  attachments  to  the  foregoing  statement  follows :  J 


I 
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TABLE  I.-NATIONAL  DIRECT  STUDENT  LOAN  PROORAM 


FisMi  yeafsi"   

1959  i960  196r  1962  1963  1964  ""i96r"'~i966      i96r"~*i968  1969  1970  1971  1972  im  1974  1975 

Oiiflliiil  r«auflst>   (>)  (>)  (>)  (>)  (>)  (*)    243,090  270,000  292,235  330,158  387,165  533,531  678,536  732,208 

ASSng  ev«lV>:        62,b60  40,310  61,^60  97,660  tll,V6o  122,000  I37,\00  mm  2\i,m  230  236  246,430  268,050  283,380  337,154  454,069  576,970  563,175 

ifolalfldfltallUfl^r^^^^^^          30,883  40,393  571474  73; 84  5  901000  121,168  1451000  179,300  190,000  190,000  190,000  188,785  236,600  286,000  286,000  286,000  286,000 

'"butftl?.^'i*l"^^^^^        3,423  4,512  6,582  8,155  10,058  12,031  14,448  £0,120    19,836   20.016  20,629  2  U60  25,278  31,778  31,778  ,  31,778  31,778 

ConflctlonJ'C  ""//;.  ■  .  1       10  459  1  505  3  434  6^386  10  860  .16  563  23,198    31  517    42,420  57,198  73,234  ,90,000  0,000  130,000  150,000  170,000 

SwolMsr.;^^^^^^  «4;088  455:998  452:i44  SOllsOO  614,200  624,660  674,oSo  682,0^ 

AverflflOlOdni. 343  *  434  470  478  478  484  522  568     ,  561       521  ,  540  '532  650  ^  670  o9U  69U  bW 

DfoflnsV^^^^^           1»196  l,3p  1,4(2  l»45o  1,528  1,560  1,616  1,639     1,694     1.7^  U18  1,867  2,092  2,188  8,293  2,639  2,8W 

Averagdflwardpeniistltutioii..      28  30  41  50  69  78  90  109      112     109  105  101  113  131  125  ins  102 

i  Yearbflglnnliig  iuly  1  and  ending  Im  30«.Vwf  ift  which  funds  m  dvailable  rfigdfdless  of  Ihd  yeaf  j  Not  avalldble,  , .  , 

f Of  which  aDDfODflueth  '  uof  fiscal  vdar  1959 jhtiliih  19/0,  ohtfUs  8fd  actual  as  takoit  worn  mm  fUcai  opofaiions  foports* 

iThousdrtdrofK^  riscaiyaar  1971  through  197farttfles  are  ostlmaM 
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TABLE  M.-NATtONAL  DtRCCT  STUDENT  LOAN  PROQRAM-^FISCAL  YEARS  1974  AND  1975  FiJNOiNa 


Panel 
recommended 


Slate 
allotment 


Number  of  Average 
State  Institutions  Institution 
percentage  participating  award 


Average 

Number  of  Federal 
students  (  per  student  ^ 


FISCAL  YEAR  1974 

California   $70,094/673 

Florida   12,«A,W9 

Illinois   29,453,453 

Indiana   19,021,120 

Michigan   25,450,022 

Raw  York   55,491,249 

ofth  Carolina   11,086, 084 

Oregon   8,997,498 

Pennsylvania  *  23,008,976 

Puerto  Rico   4,596,076 

FISCAL  YEAR  1975 

California   68,182,650 

Florida   12,277,159 

Illinois   27,040,474 

Indiana   14,410,978 

Michigan   20,282,599 

New  York   49,239,364 

North  Carolina   10,852,022 

Oregon   15,899,167 

Pennsylvania   22, 152, 776 

Puerto  Rico   6,252,552 


$30,974,383 
7,857,268 

14,259,807 
7,505,689 

12,717, 572 

23,769,772 
6,784,369 
3,945,685 

14.267,339 
2,191,555 


31,122,641 
7,862,252 

14.293  720 
7,513,543 

12,711,953 

23,846,823 
6,790  039 
4,036  995 

14,273,549 
2.379,421 


44.189353 
63.178082 
48.4147^0 
39.459763 
49.970770 
42.835172 
61.197163 
43.853135 
62.007709 
47.683175 


45.645983 
64,039669 
52.860463 
52. 137634 
62,674181 
48.430404 
62.569344 
25.391235 
64.432326 
38,055197 


1? 

112 
43 
101 
212 
87 
38 


278 
58 

121 
49 

102 

240 
77 
40 

136 
9 


$117,773 
137,847 
127,320 
174,550 
125,917 
121,122 
77,981 
103,834 
106,473 
243,506 


111,952 
135,556 
118  130 
153,337 
124,627 
99,362 
88,182 
100,924 
104,952 
264,380 


66,600 
•  17,400 
30,700 
16,600 
27.500 
52.600 
15,000 

8.600 
31,600 

4,900 


73.500 
18.7G0 
33,900 
17,900 
30,300 
56,600 
16,200 

9  500 
33,600 

5,500 


451 
451 
451 
451 
451 
451 
451 
451 
451 
451 


ill 

419 
419 
419 
419 
419 
419 
419 
419 


( Estimated. 

Di\  Phillips.  At  this  point,  Mr.  Chairman,  I  will  be  pleased  to 
answer  questions  from  members  of  the  subcommittee.  I  might  albo 
refer  yon  to  the  tables  and  suggest  that  if  you  have  any  questions 
about  the  data  set  foith  there,  I  would  be  happy  to  try  to  unravel  them 
for  you. 

Mr.  0*Hara.  Tliank  you,  Dr*  Phillips*  If  you  will  refer  to  the  bot- 
toms of  page  17,  you  indicate  $102  million  is  the  principal  amount  in 
payment  due  status  and  $90  million  is  payment  overdue  by  120  days 
or  more.  Is  that  it  ? 

Dr.  Philups.  Yes. 

Mr.  0*Hara.  Is  that  the  difference  between  the  $90  and  $102? 
Ms.  HopsoK.  Yes. 

Dr.  Phillips.  That  is  right;  as  we  mentioned  earlier,  the  $12  million 
is  the  amount  that  is  past  due  on  loans  that  hav6  been  in  past  due  status 
for  less  than  120  days. 

Mr.  O^Ham.  Right. 

Mr.  Btademas,  would  you  like  to  ask  some  questions? 

Mr.  BftADEJ^tAS.  Thank  you,  Mr.  Chairman. 

Thank  you  very  much,  Dr.  Phillips,  for  what  I  think  is  a  most  use- 
ful sumniarjr  of  the  history  and  operation  of  the  NDSL  program  and, 
from  my  point  of  view  as  a  longtime  champion  of  the  program,  a  most 
encouraging  one.  Indeed,  as  one  who  is  very  interested  in  building 
bridges  around  this  town  these  days.  I  am  going  to  send  a  note  over 
to  ScciGtary  Weinberger  asking  him  to  get  acquainted  with  Mr.  Ash 
to  let  him  know  how  enthusiastic  the  Department  of  HEW  is  about 
the  operation  of  this  program.  I  ask  unanimous  consent  to  include 
the  editorial  in  tlie  record.  I  take  it  you  have  read  the  editorial? 

f  The  editorial  referred  to  follows :] 
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tlVom  the  New  VorkO^lmes^  May  28, 1074] 
The  Stvoent  Aid  Hoax 

The  Inflationary  rise  in  college  tuition  Is  a  direct  threat  to  higher  education 
for  students  from  poor  as  well  as  middle-Income  homes.  In  the  public  and  the 
private  sector,  costs  to  the  student  are  mounting  astronomically.  Yet  the  Federal 
Government  seems  determined  to  accelerate  the  Inflationary  trend. 

Three  years  ago  the  Carnegie  Commission  on  Higher  Education  recommended 
a  formula  to  aid  students  and  Institutions  simultaneously.  Modeled  on  tlie  cou* 
cept  of  a  guaranteed  annual  Income,  it  would  automatically  entitle  to  scholar- 
snip  aid  any  college-age  student  whose  parents'  Income  Is  below  a  set  minimum. 
At  the  same  time,  every  college  would  receive  a  cost^of-education  grant  for  each 
federally  subsidized  student. 

Administration  subsequently  incorporated  this  sensible  plan  In  its 
19 1 2  higher  education  aid  package.  Although  approved  by  Congress,  the  program 
has  never  been  fully  funded. 

Now  the  administration  has  asked  for  the  full  funding  of  the  Basic  Oppor- 
tunity Grants  (B.0.0.)  at  a  level  of  $1.S  billion,  while  not  only  scuttling  other 
iniportant  grants  and  loans,  but  without  making  any  provision  for  cost-of-eduea- 
tion  grants  to  Institutlons—a  fatal  defect. 

The  plan  to  link  aid  to  the  students  and  to  Institutions  Is  a  tandem  that 
cannot  run  successfully  on  one  wheel.  Aid  to  students  <loes  nothing  to  solve  the 
institutions'  budget  problems.  The  colleges*  only  alternative  then  will  be  to  raise 
tuition,  thus  wiping  out  the  gains  promised  to  the  students. 

^yhat  makes  the  Administration's  piecemeal  approach  to  the  problem  particu- 
Inny  deplorable  is  that  fact  that  the  original  prescription  had  been  so  sensible 
and  so  easy  to  implement.  The  elimination  of  Institutional  aid  turns  a  construc- 
tive proposal  Into  a  cruel  hoax.  The  effect  will  be  a  mirage  of  new  student  aid  that 
will  evaporate  Into  the  thin  air  of  Inflation,  while  the  colleges'  economic  founda- 
tions crumble. 

Di\  Philmps*  I  have  not. 

Mr.  Bhademas.  Let  me  quote  a  coupb  of  points.  One  is  more  directly 
related  to  our  purpose  this  morning  than  is  the  other. 

^  It  is  a  very  sharp  attack  on  the  administration  for  its  failure  to  pro- 
vide for  any  cost  of  education  grants  to  institutions  while  af  the  mm 
time  asking  for  full  funding  at  a  level  of  $1.3  billion  of  the  BOG 
program  and  I  would  share  in  that  criticism.  That  may  well  be  a 
matter  to  which  we  may  want  to  address  ourselves  at  some  point  this 
morning,  but  the  other  point  made  in  this  editorial,  Mr.  Chairman,  is 
to  use  the  language  of  the  Times^  that  the  administration  is  proposing 
to  scuttle— to  use  its  verl>— other  important  grants  and  loans. 

I  think  it  is  significant,  perhaps,  Mr.  Chairmau,  that  in  this  testi- 
mony of  Dr.  Phillips,  in  which,  on  page  12*  he  remarked  that  the 
analysis  of  the  1970  operation  reports  indicates  that  the  NSDL 
program  is  achieving  its  goal  of  helping  needy  students  meet  the  costs 
of  postsGcondary  education,  that  there  is  no  indication  the  administra'* 
tion  IS  proposing  to  kill  this  program. 

Bo  you  have  a  comment  on  that  observation  ? 

Dr.  PitiLLiPS.  I  think,  Mr*  Brademas,  our  purpose  at  this  point  was 
to  offer  a  summary  of  the  background  information  about  the  program,^ 
its  history,  operations,  and  formal  evaluations  that  have  been  done  on 
It,  and  not  to  talk  at  this  point  about  the  trade-offs  or  policy  choice 
mt  liave  to  be  made  in  order  to  reconcile  all  student  aid  programs  with 
budget  limitations. 

pur  hope  was  to  provide  you  with  a  basis  of  discussion  for  this  com-* 
mittee  ntid  not  to  get  into  those  policy  issues  at  this  time* 

M r.  O^TTaua.  Will  the  gentleman  yield  ? 

Mr.  BnAni5MAs.  Yes. 
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Mr.  O'Hara.  Tliose  were  the  ground  rules  under  which  they  were 
asked  to  testify. 

Mr.  BiUDBMAS,  I  appreciate  that  and  don't  want  to  get  at  odds  with 
my  chairman*  I  was  not  a  signatory  to  the  treaty;  therefore  I  don't 
feel  altogether  bound  by  it. 

Mr.  (tHara.  If  you  will  yield  fuxther  for  a  moment,  we  have  en* 
couraged  the  Office  of  Education  and  the  Commissioner  to  not  come  up 
with  policy  recommendations  at  the  beginning  of  this  subcommittee's 
work  on  reviewing  title  IV,  but  rather  to  explore  the  operation  and 
ramifications  of  title  IV  with  us  and  then,  wnen  we  have  completed 
tJiat  work,  to  sit  down  with  us  and  see  if  we  can  reach  some  agreement* 

Mr.  Bradbmas.  In  that  event,  Mr.  Chaiman,  I  will  simply^  make  a 
further  observation  on  tlie  point  I  was  making,  not  usk  the  witness  to 
comment,  and  then  I  have  two  other  questions  I  would  like  to  put 
to  the  witness,  if  I  may,  simply,  so  that,  as  we  so  rarely  meet,  Dr.  Phil- 
lips and  I  don^t  want  this  opportuntiy  to  go  by— I  would  point  out 
that  in  your  own,  as  I  reiterate,  very  valuable  testimony,  you  have 
noted  how  this  program  is  achieving  its  goal  and  on  page  11,  to  quote 
you,  you  say,  "The  demand  for  the .  program  has  increased  steadily 
throughout  its  history,"  and  on  page  12  you  say,  "An  estimated  total 
number  of  752,900  participants  are  in  the  program  during  1973--74r,  91 
percent  of  wliom  are  undergraduates." 

And  then  you  undei*stand  why,  if  we  are  doing  so  splendidly  in  this 
program,  why  people  like  me  get  nervous  when  efforts  are  made  to  say 
"Goodbye,  students  j  go  off  to  that  nioe  12  percent  private  market." 

Now,  Mr.  Chairman,  having  unburdened  myself  of  my  editorial  

Dr.  Phillips.  If  I  may,  I  should  like  to  point  out  that  the  figui'e 
quoted  was  an  estimate  made  bv  the  American  Council  on  Education. 
We  are  simply  reporting  that  figure.  We  are  not  sure  of  its  accuracy 
and  we  are  going  to  be  working  to  verify  or  modify  it  as  we  collect 
data  this  year. 

Mr.  BiLVDK^rAS.  I  appreciiite  that.  I  Just  have  two  areas  of  ques- 
tioning then,  Mr*  Chairman. 

Dr.  Phillips,  on  page  14  of  your  statement,  you  remark  on  the  small 
number  of  institutions  in  a  completely  revolving  status  and  suggest 
that  this  fact  is  probably  attributable  to  three  factors.  Then  at  the 
l>ottom  of  the  page  you  indicate  that  there  is  no  discernible  trend  which 
makes  it  possible  to  identify  by  type  those  institutional  characteristics 
which  are  responsible  for  the  180  institutions  that  have  achieved  this 
status. 

Can  you  give  us  any  judgments  at  all  as  among  those  several  factors 
whirh  you  feel  may  be  inore  significant  in  making  possible  the  acliieve- 
tnmt  of  a  completely  revolving  status  ? 

Dr.  Vmthm.  Well,  I  think  they  all  really  interrelate  and  each  in- 
stitution is  quite  different.  You  have  an  expanding  enrollment  and/or 
expiUKll'ng  co^jts  in  instittitions  which  place  expanded  demands  on 
availrtWo  loan  funds,  and  that  can,  as  you  know,  simply  eat  up  the 
funds  at  a  very  vn\M  rate. 

And  you  have  a  10-  or  Ifi-year  period,  in  effect,  before  they  can 
comt>letely  restore  the  money  to  the  re  volvina:  fund* 

Tlie  erosion  of  the  fund  caused  by  cancellation  and  deferment  pro- 
visions interact  here  in  a  way  which  simply  causes  leaks  from  the  fund* 
and  as  we  tried  to  point  out^  the  collections  problem  is  a  very  real  one 
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and  one.  we  feel  has  to  be  recognized,  acknowledged  and  attacked 
directly  and  not  skirted  around. 

Mr.  Brademas.  Let  me  turn  my  question  on  its  head  and  put  it  to 
you  the  other  way.  Given  that  these  three  factors  are  interrelated  and 
there  may  indeed  be  other  factors,  what  are  the  factors  that  in  your 
view  most  significantly  aceomit  for  the  very  large  number  of  institu- 
tions that  have  not  been  able  to  achieve  completely  revolving  status? 

Dr.  Phillips.  Well,  I  expect  that  it  has  to  do  with  the  fact  that  they 
can  t  catch  up  with  demand,  based  on  the  annual  availabilities  of 
Federal  capital  contribution,  and  suffering  from  leakages  I  mentioned, 
and  that  they  are  having  trouble  catchnig  up  with  the  collection 
problem. 

Perhaps  I  am  not  focusing  properly  on  your  question,  and  maybe 
you  are  ti^mg  to  lead  me  in  a  direction. 
^  Mr.  Bit\DEMAi).  I  am  not  trying  to  lead  you  anyplace.  You  are  nm- 
the  progi-am  and  I  would  like  to  know  what  you  think  your 
headaches  are  to  enable  us  as  legislators  to  come  up  witli  a  proposal 
to  help  you  do  it  better.  It  is  a  very  simple,  straightforward,  common- 
sense  mtestion. 
Dr.  Spearman.  If  I  may  comment  ? 

Mr.  Brv\dbmas.  I  know*  that  vou  have  a  lot  of  headaches  but  what  I 
want  IS  your  professional  |udgment  on  which-iieadaches  are  more 
troublesome  than  others.  I  thmk  that  is  a  reasonable  question. 

Dr.  Phillips.  Sure  it  is. 

Dr.  Spearman.  I  think  I  would  like  to  approach  it  from  two 
perspectives. 

One,  we  attempted  to  isolate  the  l.oO  institutions  and  examine  the 
loO  mstitutions  and  be  able  to  report  to  you  that  for  the  most  part 
private  institutions  have  developed  this,  or  public,  and  so  forth,  and 
we  found  that  there  was  no  significant  trend  that  we  could  identify 
here. 

Ml*.  Brademas.  I  undei-stflnd. 

Dr.  Spearman.  I  think  the  second  point  is  the  peculiarities  of  the 
program  itself.  I  think  all  of  us  will  agree  the  NDSL  program  has  a 
peculiawtv  in  its  total  repayment  mechanism.  Too,  it  does  require  in- 
stitutional financial  aid  offices.  There  is  a  greater  demand  on  their 
time  to  operate  this  program  than  any  other  program,  perhaps,  pri- 
marilv  because  the  number  of  forms  are  there,  the  grace  period  and 
cancellation  provisions  are  there,  so  the  institutions  themselves  have 
difficulty. 

I  suspect  if  we  would  look  at  a  more  recent  study  that  has  come  out 
by  the  Educational  Testing  Service,  on  NDSL,  and  these  results  are 
tentative  and  should  be  released  appropriately  in  a  month,  it  would 
clearly  point  out  that  the  degree  to  which  this  program  is  effectively 
administered,  may  highly  relate  to  the  degree  in  wliich  the  institution 
in  and  of  itself  has  capable  internal  management. 

Mr.  BRABEaiAs.  I  think  that  is  a  very  important  point  and  leads  me 
to  raise  the  question,  Mr.  Chairman.  I  think  you  told  me  there  are  two 
inajor  problems.  One  is  the  collection  problem  to  which  reference  has 
m?t  been  made  and  the  other  is  demand  which  in  plainer  English  means 
that  thci'e  is  not  enough  money. 

iM^s  turn  to  the  collection  problem  for  a  moment.  If  the  matter  of 
management  is  that  crucial,  would  it  not  be  wise,  given  the  magnitude 
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of  the  moneys  involved,  for  yon,  at  OEj  and  for  ns  on  this  committee, 
to  pay  much  more  attention  to  zeroing  in  on  that  particular  problem? 

Ma^rbe  we  ought  to  channel  a  modest  percentage  of  funds  into  the 
question  of  improvhig  institutional  management  of  the  program,  with 
a  particular  eye  toward  collection,  otherwise  we  are  missing  the  point 

Mn  O'Hara.  Will  you  yield? 

Mr*  BRA0EMAS.  Of  couim 

Mr.  O'HARAi  Perhaps  some  light  was  shed  on  that  question  by 
another  study  they  did,  that  they  mentioned  in  their  testimony.  They 
indicated  they  were  not  able  to  identify  the  characteristics  of  the  150 
institutions  that  were  able  to  go  on  a  fully  revolving;  basis. 

You  also  identified  the  10  percent  of  the  institutions  having  the 
highest  delinquency  rate,  so  you  indicate  in  your  testimony.  Were  you 
able  to  identify  the  characteristics  of  the  10  percent  ? 

Ms.  HorsoN.  One  thing  we  did  find  out  was  that  something  like  30 
percent  of  tliem  wei-e  in  our  Federal  region  IV.  Then  we  also  found 
out  that  the  predominantly  black  institutions  wei*e  a  large  part  of  that 
number. 

Mr.  O^Har^v.  Of  the  10  percent  having  the  liigliest  ? 
Ms.  HorsoN.  Yes. 

Mr.  0*Hara.  Have  you  determined  between  public,  private  and 
proprietary  ? 

Ms.  HorRox.  It  was  really  spread  all  over,  the  distribution  of  the 
institutions  except  for  those  two  characteristics.  . 

Dr.  Phillips.  It  would  be  hard  to  draw  any  conclusions  about  pro- 
prietaries because  they  have  been  in  the  program  for  such  a  snort 
period  that  not  many  of  their  loans  have  entered  repayment  whei*e 
^xe  would  have  a  firm  history  on  the  collection  activities, 

Mr.  Brademas.  Have  you  considered  as  an  alternative,  and  I  ain  not 
saying  I  advocate  this,  but  in  that  you  indicated  the  institutional  man* 
ajgement  problems  on  collection,  particularly,  being  a  major  lieadaclie, 
simply  saying  that  rather  than  the  institutions  being  charged  with  the 
responsibility  for  collecting,  that  OE  should  take  on  that  job. 

Mr.  O^Hara.  You  have  a  lot  more  confidence  in  OE  than  I  do. 

Dr.  PiiiLLirs.  I  think  you  cm  safely  say  we  have  not  considered 
that  alternative  seriously  as  yet,  other  than  for  loans  that  may  even- 
tually be  returned  to  OE  under  the  1972  amendment. 

Mr.  O'Haua.  IRS,  maybe. 

Mr.  Bradkmas*  In  any  event,  there  is  an  area  worth  further  discus- 
sion. I  have  one  other  question,  Mr.  Chairman. 

One— well,  I  no  longer  have  confidence  in  IRS  like  I  used  to  have, 
also*  just  so  the  record  may  be  clear* 

You  told  us  of  something  of  the  default  rates  here,  which  is  a  con- 
cern of  yours  and  of  ours*  But  have  you  made  a  study  to  compare  de- 
fault rates  in  the  NDSL  and  GSL  programs  with  default  rates  on 
SBA  loans  or,  to  be  inoi-e  exciting  about  it,  Fannie  Mae  loans  ? 

t)r*  PHiUiirs.  No;  we  have  not  conducted  such  a  study  at  this  point. 
We  have  been  trying  to  do  something. 

Mr.  Brademas.  Don*t  yow  think  it  is  a  useful  thing  to  do? 

Dr.  PiiiLLirs.  I  think  it  might  be.  However  let  me  say  that  the  effort 
to  take  very  different  pieces  of  legislation  and  have  different  standards 
for  making  loans  and  then  try  to  develop  a  method  to  get  true  conv 
parability  of  delinquency  rates  or  in  this  case' potential  default  rates, 
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that  is  a  major  task  by  it«elf .  We  spent  a  good  deal  of  time  this  spring 
working  with  computers  and  so  on,  just  to  get  this  far.  I  think  that 
even  this  analysis  is  subject  to  some  criticism  as  being  not  pc  leetly 
comparable  or  compatible  with  GSL  analysis  and  I  think  to  try  to  ex- 
tend it  to  other  quite  different  loan  progrms,  while  it  might  be  kind 
of  instinctively  helpful,  it  might  get  us  into  so  many  complications 
of  comparability  of  data  that  it  would  be  self-defeating* 

Mr.  Cooke.  I  might  add  one  point  on  that,  to  compare  it  to  SB  A  or 
Fannie  Mue,  you  run  into  a  pi*oblem  where  they  have  an  asset  which 
you  couldn^t  claim,  a  security,  which  you  don't  have  here  at  all,  so  it 
throws  in  an  aspect  which  makes  it  hard  to  compare. 

Mr.  Brademas.  I  think  your  admonitions  are  well  taken  and  I  raised 
the  question  largely  because  there  has  been,  at  least  I  observed  during 
the  1972  conference,  a  good  deal  of  moralizing  with  respect  to  students 
as  if  students  are  someliow  less  to  be  trusted  than  other  sectors  of  the 
society  and  I  am  not  altogether  sure  that  that  is  the  case. 

Let  me  ask  a  final  question.  Dw  Phillips,  you  have  said  in  your  testi- 
mony, in  effect,  that  there  are  two  different  ways  or  two  alternative 
ways  to  calculate  default  rates,  that  is  on  pages  16  and  17  of  your  state- 
ment, and  one  way  you  say  leads  to  a  14.2  jpercent^  rate  and  another 
method  gives  us  a  10.4  percent  rate.. That  is  interesting  to  me. 

Then  you  ^o  on  to  tell  us  that,  by  the  wav,  that  two  significant  actions 
have  been  initiated,  one  in  the  executive  branch  and  one  in  Congress, 
that  you  say  should  enable  OE  to  improve  its  collection  of  delinquent 
loans, 

I  believe  that  is  right  ? 

Dr.  Philui»8.  To  assist  the  institutions  in  improving  their  collec- 
i;ions. 

Mr.  Brademas.  Yes.  All  right,  that  is  fair  enough.  That  is  what  I 
mean.  Then  you  conclude,  on  page  19  of  your  statement,  that  these 
two  initiatives  are  expected  to  effect  significant  increase  in  the  NDSL 
collection,  rate.  ^ 

You  know,  you  took  an  awful  lot  of  prose  there  to  tell  us  that  things 
are  not  quite  as  bad  as  they  may  have  appeared  at  the  outset. 

Dr.  Piiiu.irs.  Well,  with  resperfc  to  your  question  about  two  different 
rates,  the  difficultv  liere,  as  I  am  sure  you  are  aware,  Mr.  Congressman, 
is  that  there  really  is  no  default  in  the  NDSL  pi^ogram  at  present. 
There  was  not  a  provision  for  the  same  kind  of  dejPault  action  at  a 
certain  point  in  time  tliat  there  is  in  the  ^laranteed  student  loan  pro- 
gram until  the  enactment  of  the  Education  Amendments  of  1972.  So 
what  wo  tried  to  do  was,  in  effect,  to  build  a  model  for  bringing  that 
in*  for  est imatiug  a  potential  default  rate  in  terms  of  the  basic  program 
and  its  knttuage  and  its  intention  and  its  ^statutory  alignments,  the 
10.4  poroeut  rate  being,  the  one  which  suggests  the  dimensions  of  the 
pi'oWein  in  terms  of  our  day-to-day  administrative  efforts. 

Wo  have  had  repeated  I'equests*  both  from  the  Congress  and  from 
othei*  parties*  to  do  some  kind  of  analysis  which  would  suggest  a  rate 
which  would  he  comparable  to  the  default  rate  in  guaranteed  student 
loans  and  this  is  our  effort  to  respond  to  that  rer[uest.  It  is  awkward, 
it  is  difficult,  it  is  subject  to  criticism  for  being  either  artificially  high 
or  tow  and  so  on,  but  this  is  the  best  effort  we  could  put  together  to 
try  to  give  you  something  to  work  with,  an  estimate  of  the  range  of  the 
problem. 
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We  do  want  to  do  a  hotter  job,  and  we  do  want  to  help  institutions 
to  manage  these  things  better  so  we  can  bring  tliem  closer  to  a  revolv- 
ing fund  status  at  the  earliest  possible  time.  ,         1  , 

Mr.  Brademas.  I  appreciate  that  response,  and  your  salutary,  though, 
not  altogether  convincing  effort  to  custiiigiiish  the  two. 

Dr.  PiuLUFS.  Right.  «         .  , 

Mr.  BiiAnMMAs.  The  point  I  am  gettmg  at  of  course  is  here  you  give 
US  two  different  \yays  of  measuring  which  come  up  with  signmcantly 
different  percentages  and  then  you  tell  us.  "and  moreover,  but  despite 

1.1.   ..^L..^.  ......  nt>»nrl  rlrvnl    unfit    fn/lCn  dcfaUlt 


'we  ai'O 

.^.^  ..^4-        ,   ^   -c   >  e'^ect  significant 

increase  in  the'l^DSL  collection  rate!" 

I  am  just  quoting  your  prose  and  I  hope  I  am  not  an  unreasonable 
person  in  concluding  that  the  house  is  not  buniing  down. 

Dr.  Phillips.  I  guess  that  is  a  fair  statement,  that  the  house  is  not 
burning  down,  but  our  own  feeling  is  that  we  have  a  good  deal  of 
work  to  be  done  to  make  sure  that  we  do  control  the  rate  of  delnuiueii- 
cies  and/or  potential  defaults  hi  this  program.  ,     .  , 

Mr.  Bkademas.  Well,  I  happen  to  agi-ee  with  that  and  that  is  why 
I  was  trying  to  get  from*  you  more  guidance  or.  what  you  tliought  the 
real  problem  areiis  were  earlier  in  my  questioning.  ^. 

Dr.  Phillips.  I  think  Dr.  Speai-man's  comment  about  the  emphasis 
on  assisting  in  improvement  of  management  at  the  institutional  level 
is  perhaps  the  most  important  message. 
Mr.  BRAnEMAS.  Thank  you,  Dr.  Phillips. 


*  guess,  delinquency  rates.  Then  you  make  a  projection   

sure  it  is  a  sound  one,  that  all  those  who  ai^  delinquent  over  120  days 
will  become  defaulters  and  none  of  those  who  ai-e  not  delinquent  over 
120  days  will  become  defaulters  and  I  am  not  sure  those  are  valid 
assumptions,  but  in  terms  of  delinquency  rates,  do  you  hft\'e  any  infor- 
mation to  indicate  the  percentage  of  borrowers  that  might  bo  over  ? 
Dr.  Phillips.  As  opposed  to  dollar  figures  in  delinquencies? 
Ms.  HoPSON.  Yes.  _  .....         . , 

Mr.  O'IIara.  If  you  could  do  it  on  a  comparable  basis  that  would 
be  useful. 

Ms.  Hopsox.  night.  ,        -  , 

Dr.  Phillips.  You  meat)  numbers  •  '  loans  or  numbots  of  bor- 
rowers; do  you  want  indivicinal  borrowers;  a  calculation  on  their  totd 
loan  amounts?       ^     .       . .  .      ,       * . 

Mr.  O'IIara.  No.  Numbers  ot  borrowers  and  numbers  of  loans. 

Dr.  PitHiLiPS.  We  can  get  the  borrowers,  unduplicated  accounts  of 
borrowers? 

Us.  HoPsoN.  Right.    ,    ,  , 

[The  document  referred  to  follows  !j 

TOfAL  NUMKEllS  OS"  NATJONAt  fifeftlNSe/MRIiC'f  STODBN'r  tOAN  t'llOflBAif  flOKttOWfittS 

wmm  to\m  aue  m  wkni'Ial  timttt/r  status  as     .tUKE  ao,  luirs 

'file  fdUowliig  statlstlcM  nre  imei\  on  itiieditett  (liitfl  noUodtod  fi'oin  the  t'lseal 
Year  107a  llsoul'opei'tttiotitj  teiioi'^s  of  2,W8  itistltiilloiiH,  otit  of  u  totiil  i)!ii*Hc'iiin«t 
gi'otitj  of  y.aoo.  l'V)f  titti'iK>s(!M  of  thiM  cnlculfttlon,  "imitui'tKl  loans"  nt-o  nil  loiuw 
Muule  in  ttie  in-ogram  thi'ouyh  .tune  80, 1073,  uiliniH  those  loiuw  which  Imvo  not 
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yot  reaohecl  ropnymont  Htattm  bocnuiso  tho  borrower  In  still  in  school  or  is  in  his 
grace  period  The  number  of  borrowers  in  potential  default  status  as  of  June  30, 
107S.  is  then  coniputed  as  follows  t 


Borrowers  whose  loans  are  fully  retired  ^   487, 000 

Borrowers  in  deferred  HUxtWH^^^^^^^^^^^^^^*.^^^^^^^^^^^^^  29, 000 

Borrowers  on  schedule  in  repayment  status™^  — ^  i,  009, 000 

Borrowers  whose  loans  are  pas  due^.^-.^^  ^^^^^^^.^^^^^^^^^^^    039, 000 


Total  borrowers  whose  loans  are  matured  «   2.084,000 


Borrowers  whose  loans  are  delinquent  iim^t  due  more  than  120  days) ^  371, 000 
» 371,000  (Uvtded  by  2,034,000  equals  18.2  percent 

This  method  of  measuring  the  potential  default  rate  in  the  National  Defense/ 
Direct  Student  Loan  Program,  in  terms  of  the  number  ot  borrowers,  produces  a 
somewhat  higher  rate  than  that  obtained  by  measuring  the  amount  ot  i)otenttal 
defaulti  prinmrily  because  the  measurement  of  amounts  distinguishes  between 
•the  nmotiuts  repaid  and  the  amounts  outstanding  on  past  due  loans,  while  it  is 
iin|K>sstble  to  np|)ortian  the  numi>er  of  borrowers  whose  loans  are  in  past  due 
status  in  a  similar  manner.  It  should  also  be  uoted  that  some  students  who  are 
behind  schedule  in  t\w  repayment  of  their  loan»  are  currently  making  partial 
payments,  but  the  report  data  do  not  distingtdsh  those  students  from  other  de* 
tinqttent  borrowers, 

The  Offl(»  of  Education  has  not  collected  statistical  information  (such  as 
racial/ethnic  distribution,  sex*  distribution,  and  family  income  levels)  on  de« 
Hnq\ient  borrowers  separately  from  all  borrowers.  Therefore,  there  are  no  readily 
available  quantifiable  data  on  the  characteristics  of  deUnquent  l)orrowers, 

An  analysis  of  the  unedited  data  from  the  Fiscal  Ye^ir  li>73  reports  does  show 
(a)  that  the  averfllge  loan  for  borrowers  wimse  loans  are  fully  retired  is'^lower 
than  for  any  other  subgroup  of  borrowers  and  (h)  that  in  dividing  the  subgroup 
of  delinquent  borrowers  by  the  length  of  time  timt  their  accounts  have  been  past 
due.  the  average  loan  deerojises  as  tlie  length  of  time  that  the  account  has  been 
past  dtie  increases.  However,  those  conditions  are.  apparently  not  related  to  the 
toct  of  delintiUency  bat  result  instead  from  the  fact  that  the  average  loan  has 
increased  significantly  over  the  program's  history. 

Mr.  O^Haua.  I  Would  be  intere*3tecl  in  what,  if  anything,  you  liave 
been  able  to  find  out  about  tlie  cliaracteristics  of  defaulters,  defaulting 
borrowei^  as  compared  to  characteristics  of  tlie  full  population  of 
borrowers.  Have  you  done  any  investigation  of  that  ? 

Dr,  PiiiLMPS.  The  thing  is,  we  aw  working  off  institutional  reports 
and  the  report  on  the  total  universe  of  borrowers  in  one  section,  their 
characteristics  and  then  report  on  the  collection  problems  in  another 
section  and  I  dou^t  believe  there  is  a  subsample  of  borrowers  in  de- 
linquent status  which  we  could  identify* 

Mr.  O^Haha.  I  was  wondering  if  sampling  techniques  might  be  use- 
ful. You  have  a  bit  of  information  about  your  universe  of  borrowers 
becauf^ie  you  have  ^jiven  some  of  it  in  your  statement  about  their  income 
levels,  rather,  their  uiinority  group  status,  and  other  clmracteristics 
and  1  tun  wondering  if  you  could  take  a  sample  which  could  even  be 
a  relatively  small  sample.  Peoj^le  are  able  to  sample  votei«  in  my  con- 
gressional district  hy  interviewing  say  only  200  or  300. 

Dr.  PtiiLt,ii*s.  I  think  Mr*  Kowe  wuuld  like  to  respond* 

Mr*  Rows*  Mr*  Chaiiwan*  part  of  the  process  that  we  have  asked 
the  regional  ofHce  staff  to  follow  through  on,  on  the  10  percent  of  the 
|)ati:icipations  who  are  showing  a  high  rate  of  delinquency  at  this  time, 
IS  to  assist  those  institutions  to  do  e)cactly  what  you  are  suggesting* 
make  an  analysis  of  accounts,  trying  to  get  a  profile  of  the  kmds  ot 
delinquent  situations,  which  would  run  the  whole  spectrum* 

We  had  also  previously  done  this  with  a  selected  group  of  institu** 
tions,  approximately  B  years  ago,  and  found  that  the  range  of  reasons 
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foi'  delinquency  are  slow  pay,  in  some  instances,  and  that  there  are 
nevertheless  a  certain  number  of  students,  of  former  students,  who 
have  some  rather  hard  conditions  which  exist  .which  in  essence  make 
theloanviituallyabaddebt. 

Mr.  O'Haba.  1  would  like  to  sit  down  and  have  my  staff  sit  down 
with  some  of  you  people  later  on  and  to  see  if  there  is  something 
we  can  do.  I  have  some  suspicions,  some  intuition  about  how  we  might 
improve  the  program  and  I  would  like,  if  the  date  is  available,  I 
would  like  to  see  if  that  data  can  be  used  to  check  them  out 

Pr.  Philmvs.  I  think  we  could  probably  formalize  th^  effort  to 
analyze  the  delinquency  population  in  those  high-delinauoncy-rate 
institutions  and  perhaps,  without  a  great  expenditm-e  of  limite(?;  re- 
sources, be  more  responsive  to  that  question. 

And  I  look  forward  to  meeting  with  your  staff  and  yourself  about  it. 

Mr.  Brademas.  May  I  ask  this:  At  that  point.  Dr.  Phillips,  would 
you  have  a  comment  to  make  on  wliether  or  not  any  significant  amount 
of  defaults  can  be  attributed  to  lack  of  understanding  on  the  part  of 
the  teachers  on  the  operation  of  the  teacher's  forgiveness  certificate 
necessary  for  teachers  i 

Dr.  Phillips.  I  think  I  should  ask  someone  to  respond  who  has  a 
loii.'^or  identification  with  the  program. 

_  Mr.  RowE.  I  think  there  is  some  evidence  on  doing  an  analvsis  of  ac- 
counts of  a  delinquent  that  some  of  that  delinquency  is  due  to  the  fact 
that  the  student  has  to  file  a  certificate  that  they  are  teacliin^,  and 
with  a  proper  followup,  the  individual  will  file  a  teacher's  certificate 
or  a  student  deferment  certificate. 

Mr.  Bkademas.  So  the  default  in  that  case  is  really  more  apparent 
than  real? 

Mr.  Rowfi.  It  might  well  be ;  yes.  , 

Mr.  O'Hara.  I  want  to  go  into  some  things  like  the  delinquency 
rate  on  large  loans  as  opposed  to  small  loans,  the  delinquency  rate  on 
loans  to  borrowers  who  also  have  a  work  study  job  as  compared  to 
delinquency  rate  on  borrowers  who  don't  also  have  employment,  and 
so  forth  and  so  on. 

I  think  we  might  be  able  to  find  out  some  things  that  we  could  then 
use  to  improve  our  package  in  a  way  that  would  cut  down  our 
problems.  ...  , 

Mr.  Andriiiga  has  suggested,  and  I  think  this  is  a  good  question, 
that  wo  ought  to  inquire  about  the  extent  to  which  these  institutions 
are  using  banks  or  others  as  collection  agents  for  these  loans  and 
what  the  cost  of  servicing  the  loan  this  way  commonly  runs  and  any 
other  information  you  can  give  us. 

Dr.  Si'KAiiMAN.  In  the  study  done  by  the  Educational  Testing  Serv- 
ice the  question  was  raised,  "Are  you  presently  using  a  commercial 
billing  service  on  a  regular  basis and  of  1,400, 895  answered  "No" 
and  668  answered  "Yes." 

Dr.  PMiLLii'S.  That  is  668  on  the  basis  of  1,400  ? 

Dr.  SpEAHAfAN.  Right. 

Dr.  PmLLifs.  That  is  bO  to  40  percent. 

Mr.  O'Haiia.  Under  the  law. 

Dr.  PttWJiii's.  Also  you  asked  about  cost? 

Mr.  O'HAttA.  Yes,  any  information  about  what  it  is  costing  them. 

Dr.  PiiiLLirs.  $9  to  $12  per  account  pel'  year. 
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Mr.  O^Haiu,  You  don't  have  it  in  percentage  terms  ? 

Dr.  Philui»s.  Noj  because  it  would  not  be  dependent  upon  the  si55o 
of  a  loan  account;  it  would  be  dependent  upon  the  number  of  loans^ 
the  actual  loans  that  are  being  serviced. 

Mr.Omit\.All  right. 

Dr.  SHEARMAN.  Mr.  Chairman,  I  might  add  in  that  same  study  a 
question  was  raised,  how  effective  are  commercial  billing  servicoii  in 
handling  these  loans? 

I  think  to  introduce  the  answer  there  is  extremely  important  here ; 
105  reported  "very  effective*'  and  104  institutions  reported  "not  very 
etVective    1,000  institutions  did  not  answer. 

Dr.  Philups.  Of  course  of  that  1,000,  over  800  were  not  using  them. 
Tliat  is  not  a  bad  sample. 

Mr.  O'Haua.  Under  the  law,  are  institutions  permitted  to  sell  these> 
sell  their  notes,  to  discount  their  paper  and  sell  it  ? 

Mr.  RoWK.  No ;  under  the  law  they  are  not  allowed  to  assign  the  notes^ 
tmlcss  the  l>orrower  transfers  to  another  eligible  institution,  although^ 
in  the  1972  amendments,  the  law  was  changed  to  allow  institutions  to 
assign  the  notes  to  the  U.S.  Office  of  Education  after  the  loan-  has 
been  in  default  for  a  2-year  period  in  which  due  diligence  had  been 
porfoiined  by  the  institution  in  its  collection  effort.  At  the  end  of 
that  period  tliey  could  assign  the  note  to  the  U.S.  Office  of  Education. 

Prescntl  v^  we  have  not  had  any  not^s  assigned  to  usi 

Mr.  O'Haua.  I  am  wondering  what  the  effect  would  be  of  permit- 
ting institutions  to,  in  effect,  sell  their  paper  and  what  the  effect  would 
be  at  the  current  NDSL  interest  rate  or  w*hat  the  effect  would  be  at  an 
increased  NDSL  interest  rate. 

Di^  PttttMi>s.  It  is  a  little  hard  to  imagine  it  would  be  nn  attractive 
note  for  discounting. 

Mr.  O^Hasa.  You  would  have  to  discount  it  quite  a  bit  under  present 
circumstances* 

Dr.  VmuAV^.  But  I  think  that  is  a  general  question  which  probably 
could  come  up  in  connection  with  the  gttaranteed  loan  program  where : 
that  option  docs  exist,  and  we  might  be  able  to  get  some  indication 
from  that  experience  as  to  how  it  might  relate  to  other  loan  programs 
such  as  this  one» 


their  money^  ancf  the  incentive  might  be  somewhat  weakened  because 
tliey  can  use  that  money  that  was  cdllectedi 

Mr»  O^Haua.  But  they  miftht  in  terms  of  a  revolving  fund.  T^et^s 
suppose  wc  had  an  8  percent  mtercst  rate  on  direct  student  loan  funds 
and  let*s  say  they  could  discount  the  things  by  8  percent  and  sell  them } 
in  other  words*  they  would  just  be  able  to  revolve  their  principal  all 
the  time  there,  if  they  could  do  thati 

Dr.  P!nLLi!^<5.  Here  you  get  into  larger  questions  about  how  the 
whole  student  loan  marketplace  ought  to  operate 
Mr.  0*Ha«a.  Righti 

Dr.  PmtAAVB,  And  it  relates  not  just  to  this  programi 
^fr.  O^HAttAi  1  know,  but  in  terms  of  this  revolvmg  fund  things  it 
\m  a  special  wrinkle  to  it*  They  are  not  trying  to  make  money  and 


Mr.  O^Haha.  Pine 
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indeed,  if  all  they  ave  trying  to  do  is  have  a  vevolyine  fund,  then  maybe 
thei'o  are  devices  in  which  they  can  be  assisted  in  doing  so. 

Dr.  Philups.  I  think  we  would  be  happy  to  explore  those  kmds  of 
options  with  tlie  committee.  .    ^  „ 

Mr.  O'Hara.  I  have  compared  the  College  work  study  program 
State  allotment  percentage  with  the  direct  student  loan  State  allot- 
ment percentage. 

Di\Philup8,  In  Michigan  perhaps?  ^.  i  i 

Mr.  O'Hara.  Well,  let's  see.  I  didn't  look  at  Michigan  particularly. 
It  is  on  the  list,  though.  Because,  you  see,  two  very  different  kmds  of 
.  formulas  are  used,  as  you  well  know— the  work  study  formula  feeding 
in  things  about  the  number  of  high  school  graduates  in  a  State  and 
other  factors  in  addition.  • 

Dr.  Phillips.  Low  income  families  and  so  on. 

Mr.  O'Haka.  Right.  It  would  ai)pear,  well,  I  don't  know  if  you  have 
any  observations  about  the  comparison,  apparently  not--well,  you  have 
Indiana  which  Mr.  Brademas  would  be  interested  in.  Indiana  gets 
40  percent  of  its  panel-approved  funds  under  the  direct  loan  program 
and  in  fiscal  year  1974  and  68  percent  under  the  work  study  program. 
That  is  panel  approved. 

In  others,  the  differences  are— you  know,  different. 

Dr.  Phillips.  Yes.  I  think  as  we  tried  to  suggest  when  we  appeai-ed 
before  you  in  connection  with  the  work  study  program,  the  State  per-  - 
centage  formula  exists  and  operates  pretty  much  independently  from 
any  assessment  of  the  need  within  a  given  State  for  the  funds,  except 
for  the  portion  of  the  10  percent  funds  to  which  regulatory  authority 
applies. 

Mr.  O'HAiiA.  Except  the  panel  judgments  within  a  State  pi'etty  well 
i*eflects  the  need.  ■       ,    , ;  ■  ,  , 

Dr.  Phillips.  That  reflects  the  need,  but  the  I'elationship  of  that 
need  to  the  actual  amount  that  goes  into  the  State,  they  are  largely 
independent  variables.  ■  . 

Mr.  O'HAnA.  I  ma  wanting  to  see  if  the  one  State  allotment  formula 
Worked  any  better' than  the  other  and  I  see  that  neither  of  them 
worked  exceedingly  well.  ^  .  «   ,  . 

Ms.  HopsoN.  One  difference  between  NDSL  and  Work-Study  m 
the  funds  awarded  for  the  upcoming  year  is  that  the  operation  of  the 
"egultttoi-y  and  statutory  provisions  differ,  because  the  NDSL  amount 
available  was  not  sufficient  to  get  to  the  point  where  every  State 
could  hi  brought  backio  its  1972  level.  Therefore  the  funds  available, 
with  the  exception  of  a  few  States,  went  out  almost  precisely  as  xti 
1972,  whereas  in  work  study,  for  instance,  the  portion  of  10  percent 
funds  remaining  aftor  raising  all  States  to  their  1972  level  was  not 
extensively  in  17  States  and  that  altered  the  amount  of  money  going 
into  those  States,  whereas  that  didn't  happen  in  NDSL. 

Dr.  Phillips.  Incidentally,  this  fiscal  1974  funding  is  for  1974-76 
operations. 

Ms.  HopsoN.  No,  that  chart  is  done  on  the  basis  of  the  year  of 
operation,  the  one  attached  to  the  testimony. 

Dr.  Phillips.  So  actually  table  II-A  is  fiscal  year  1973  funding 
and  that  is  1973-74  operations,  and  table  II-B  is  fiscal  year  1974  fund- 
ing and  1974-75  operations. 

Ms.  HopsoN.  Bight. 
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Dr,  PiULUps.  We  often  have  those  confusions,  and  it  is  good  to 
get  it  cleared  up,  so  it  is  this  year  and  ne:st  year. 

Mr.  O'Hara.  I  guess  we  want  to  get  on  to  the  guaranteed  loan  pro- 
gram and  we  may  have  further  questions— I  am  sure  you  understand 
that-~which  we  will  direct  to  you. 

We  would  like  to  try  to  work  witli  you  to  determine  the  character- 
istics of  the  defaulting  borrowers  to  see  if  there  is  some  way  to  effec- 
tively reduce  default  rates. 

Dr.  Phillips.  Before  I  leave  the  witness  table,  I  would  like  to  deliver 
to  you  copies  of  the  new  student  affidavit  form  which  we  have  devel- 
oped in  consultation  with  legal  counsel  over  the  last  several  months  and 
which  are  now  in  the  hands  of  the  institutions,  which  we  hope,  for  the 
first  time,  will  permit  a  student  to  fill  out  a  single  form  and  with 
that  form  meet  his  affidavit  requirement  in  basic  grants,  supplemental 
grants,  work  study,  NDSL,  and  guaranteed  student  loan  programs. 

I  though  yon  would  perhaps  like  to  have  it  now  for  your  reference. 

Mr.  OmnA.  We  would  appreciate  having  it. 

Dr,  Phillips.  We  are  trymg  to  rationalize  the  operation  of  these 
programs  and  I  thought  this  might  be  of  interest  to  you. 

Mr.  O'Hara.  I  thank  you.  We  appreciate  that. 

Dr.  Phillips.  Thank  you. 

Mr.  O'Haha.  Our  next  witness  is  Mr.  James  W.  Moore,  Acting  As- 
sociate Commissioner  of  the  Office  of  Guaranteed  Student  Loans,  Office 
of  Management,  U.S.  Office  of  Education*  Mr.  Moore  is  accompanied 
by  Mr.  Charles  Cooke,  Deputy  Assistant  Secretary  for  Legislation 
(Education),  Mr.  David  Bayer,  Assistant  Director,  Office  of  Guaran- 
teed Loans,  and  Ms.  Alice  Hansen,  Chief  of  the  ReportAi  Section,  Office 
of  Guaranteed  Loans. 

Mr.  Moore,  we  would  appreciate  very  much  hearing  from  you  on 
the  guaranteed  loan  program. 

STATEMEKT  OF  IAMBS  W.  MOOBE,  ACTINO  ASSOOIATD  COMMIS- 
SIONER, OFFICE  OF  OVABAKTEEB  STUDENT  lOANS,  OFFICE  OF 
MANAGEMENT,  V.S.  OFFICE  OF  EDUCATION,  DEFAETMENT  OF 
HEALTH,  EDUCATION,  AND  WELFARE,  ACCOMPANIED  BY 
CHARLES  M.  COOKE,  JB.,  DEFUTY  ASSISTANT  SECRETARY  FOR 
LEOISUTION  (EDUCATION);  DAVID  C.  BAYER,  ASSISTANT  DI* 
RECTOR,  OFHGE  OF  GUARANTEED  LOANSj  AND  ALICE  F.  HAN. 
SEN,  CHIEF,  BEFOBTS  SECTION,  OFFICE  OF  OUABANTEED  LOANS 

Mr.  Moore.  Mr.  Chairman  and  members  of  the  subcommittee,  it  is 
a  pleasure  to  be  here  today  and  to  review  with  you  the  history  and 
operation  of  the  guaranteed  student  loan  program— GSLP.  The  fol- 
lownii^  statement  is  intended  to  be  a  brief  overview  of  the  program's 
establishment  and  operation. 

1.  LmisLATiva  History 

A.  Guaranteed  student  loan  programs  prior  to  the  Higher  Educa- 
tion Act  of  1966. 

During  the  period  IDM  to  1066, 17  States  enacted  legislation  to  cre- 
ate State-guaranteed  student  loan  programs,  Under  tliese  programs, 
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a  jfuarantee  loan  reserve  imu\  was  established  into  which  State  appro- 
priations and/or  private  contributions  were  deposited  to  be  used  as  a 
guarantee  for  loans  from  commercial  lender  made  to  students  pri- 
marily attending  institutions  of  higher  education. 

Typically,  the  interest  rate  was  fairly  low,  a  needs  test  was  required, 
and  repayment  of  the  loan  was  deferred  until  the  student  had  com- 
pleted school.  The  usual  ratio  of  reserve  funds  deposited  to  loan  prin- 
cipal outstanding  was  1  to  10  but  did  range  as  high  as  1  to  33.  In  addi- 
tion, a  State  interest  subsidy  was  paid  to  londei-s  oh  behalf  of  students 
in  both  New  York  and  I^uisiana.  All  17  of  these  programs  are  still 
in  operation  today. 

United  Student  Aid  Funds— USAF— a  private  nonprofit  agency, 
was  established  in  1960.  Under  this  program,  colleges  and  univei-sities 
could  make  deposits  in  the  USAF  reserve  fund  on  the  basis  of  which 
USAF  would  guarantee  a  loan  made  by  a  commercial  bank  to  their 
students  at  a  ratio  of  1  to  121^.  Some  S4tes  and  private  corporations 
also  participated  in  this  plan  for  the  benefit  of  their  residents  or 
eiTn)loyees. 

In  addition,  Wisconsin,  Texas,  South  Dakota,  and  Florida  provided 
loans  made  directly  to  students  by  the  State.  Tlie  Wisconsin  program 
was  established  in  1933.  The  Florida  program  actually  consisted  of 
scliolarships  made  to  undergraduates  who,  upon  graduation,  were 
expected  to  teach  in  the  public  schools  of  Florida.  If  such  service  was 
"  not  rendered,  the  scholarship  had  to  be- paid  back  as  if  it  had  been  a 
loan. 

B.  The  Higher  Education  and  National  Vocational  Student  Loan 
Insurance  Acts  of  1965.  These  two  programs  authorized  by  the  89th 
Congress  provided  for  low-interest,  deferred-pay-back,  federally  sub- 
sidized loans  made  primarily  by  conunercial  lenders  to  students  at- 
tending institutions  of  higher  education  and  to  students  attending 
public  and  profitmaking  schools  both  in  the  vocational  and  technical 
education  sector. 

Loans  would  be  guaranteed  by  State  or  private  nonprofit;  agencies 
or  insured  by  tlie  Fedeml  Government.  The  acts  also  extended  Federal 
interest  benefits  to  students  receiving  loans  under  dii*ect  State  loan 
programs. 

The  vocational  program  was  a  blueprint  of  the  higher  education 
program,  with  appropriate  changes  in  terminology,  and  both  pro- 
grams were  merged  in  1968.  The  discussion  from  this  point  on  will  deal 
only  with  the  combined  guaranteed  student  loan  program. 

Features  of  the  program  included  a  prohibition  against  a  financial 
needs  test  for  all  students  whose  annual  adjusted  family  incomes  were 
less  than  $16,000  per  year,  a  maximum  statutory  interest  rate  of  6 
percent  per  annum,  and  a  payout  period  of  from  6  to  10  yeai-s  begin- 
ning 9  to  12  months  after  the  student  withdrew  from  or  finished  school. 

l"ie  Federal  Government  paid  an  interest  subsidy  of  up  to  6  percent 
while  the  student  was  in  school  and  a  partial  subsidy  of  3  percent 
during  the  payback  period.  Students  from  families  with  adjusted 
family  incomes  of  $16,000  per  year  or  more  were  also  eligible  for  loans 
but  without  the  interest  subsidy*  The  maximum  loan  amount  was 
$1,600  per  year  with  an  overall  maximum  of  $7,600* 

The  legislation  was  intended  to  encourage  the  formation  of  addi- 
tional State  agency  programs,  to  continue  those  already  in  existence. 
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and  Aviiore  adequate,  private  nonprofit  programs.  The  direct  Federal 
insurance  program  was  available  on  a  standby  ba>sis,  to  be  brought 
into  play  only  when  a  public  or  private  nonprofit  program  did  not 
serve  the  students  in  any  giveii  State* 

To  encourage  the  coiitinuation  or  formation  of  State  or  private  loan 
guarantee  agencies,  Federal  advances  of  so-called  "seed  money"^  were 
appropriated  tQ  create  or  expand  loan  guarantee  funds  within  all 
States.  The  i^esult  was  that  in  34  States  there  was  a  State  program,  of 
which  12  contracted  with  the  United  Student  Aid  Funds  to  administer 
the  pi'ogram.  ^  ^ 

In  the  remaining  States,  the  District  of  Columbia,  and  Pueii;o  Uic^, 
the  State  program  was  administered  by  United  Student  Aid  Funds 
under  direct  contract  with  the  Office  of  Education.  In  both  State  and 
Office  of  Education  contract  arrangements  with  USAF,  the  seed  money 
for  those  particular  States  was  deposited  with  United  Student  Aid 
Funds.  The  total  appropriation  of  seed  money  in  fiscal  years  1966  and 
1067  was  $10.4  million,  and  $12.5  million  on  a  matching  basis  was 
appropriated  in  1960.  ' 

By  the  summer  of  1067,  the  guarantee  capacity  in  some  States  had 
been  exhausted  due  to  the  total  encumbrance  ox  seed  money.  Since 
appropriations  from  these  States  were  not  forthcoming,  it  became 
necessary  in  August  of  1067  to  initiate  the  Federal  program  in  North 
Dakota.  During  the  remaining  months  of  1967  and  1068^  additional 
States  exhausted  guarantee  capacity  and  invited  the  establishment  of 
the  Federal  insurance  loan  program. 

This  trend  continued  until  the  Federal  insurance  program  operated 
in  24  States,  wlule  26  State  programs  were  continued.  Six  of  these 
maintained  contract  arrangements  with  USAF.  That  same  adminis- 
trative pattern  exists  today. 

C.  Development  of  the  reinsurance  program :  Throughout  1067  and 
the  early  pait  of  1068,  various  committees  and  advisory  groups  studied 
the  program  to  offer  recommendations  for  the  solutioii  of  t\vo  major 
problems— namely,  how  to  increase  the  guarantee  capacity  of  the  State 
programs  without  the  additional  cost  of  guarantee  funds  on  the  Fed- 
eral budget  and  how*  to  increase  lender  participation  in  the  face  of  an 
increasing  cost  of  mone^r,  which  by  1068  had  made  0  percent  simple 
interest  an  unattractive  yield. 

In  two  separate  amendments,  Cong!*ess  on  August  8, 1060*  author- 
\m\  a  rate  increase  to  7  percent  and,  effective  December  Ifi,  1068^  with- 
drew the  5-percent  subsidy  during  the  pavout  period.  Expansion  of 
the  guaranty  capacity  consisted  of  placing,  behind  the  State  and 
private  loan  guarantee,  an  offer  of  Federal  insurance.  As  a  result,  the 
Federal  Government  would  assiune  responsibility  for  paying  80  per- 
cent of  agency  losses  on  the  principal  amount  of  loans  which  went  into 
default. 

This  had  the  practical  effect  of  increasing^  by  a  factor  of  four*  the 
total  State  guarantee  fund  deposits  already  encinnbered,  whether  these 
came  f rotn  State  appropriations  or  from  allocation  of  seed  money. 

For  example^  assume  a  State  had  a  reserve  or  guarantee  fund  of 
$100,000  and  a  reserve  ratio  of  1  to  10  and  that  $1  million  in  student 
loans  liad  been  guaranteed.  Under  a  reinsuranc6  agreement^  the  Fed- 
eral GoVjBrnment  would  assume  liability  for  80  percent  of  the  losses  to 
be  covered  by  the  $100^000  guarantee  fund.  This  would  free  $80^000 
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for  additional  gimranteos  of  $4  million  in  loans.  Twenty-five  agencies 
have  signed  reinsurance  agreements, 

The  problem  of  adjusting  the  yield  on  the  loan  to  reflect  changing 
money  market  conditions  wtis  somewhat  more  complicated.  Thero  was 
some  interest  in  allowing  the  rate  paid  by  the  student  to,  in  effect,  re- 
flect existing  market  rates.  However,  during  a  period  of  high  rates, 
student  borrowers  would  be  bound  during  a  payout  period  some  years 
in  the  future  to  what  then  might  prove  to  be  a  highly  inflated  rate. 

In  view  of  the  rapid  change  in  interest  rates  during  1069,  the  Con- 
gress adopted  a  special-allowance  concept  which  was  designed  to  pro- 
vide lenders  with  an  equitable  yield  after  taking  into  consideration 
cuirent  money  market  conditions.  This  additional  subsidy  was  set 
quarterly  on  a  retrospective  basis,  providing  between  zero  and  8  per- 
centage points,  in  addition  to  the  7  percent,  on  all  loans  made  and  still 
outstanding  after  August  1^  1969. 

Tlie  special  allowance  hu  now  been  paid  for  19  quarters  and  has 
range<l  between  a  low  of  three-quarters  of  1  percent  to  a  high  of  21^ 
percent  during  the  2  quartei»s  July  to  December  1973.  These  1968 
amendments  and  the  special-allowance  legislation  contributed  im- 
mensely to  the  program's  gj'owth  during  the  years  1970  to  1978. 

D.  Establishment  of  the  needs  test{  After  a  brief  startup  in  the 
summer  of  1972,  the  GSL  poiiion  of  the  Education  Amendments  of 
1972'became  effective  in  March  1973.  For  the  first  time,  typical  financial 
need  analysis  procedures  were  required  to  determine  amounts  of  loans 
which  would  be  eligible  for  B*ederal  interest  subsidy. 

This  resulted  in  many  school  i*ecommendations  for  subsidized  loan 
amounts  which  either  fell  below  the  amounts  requested  by  students  or 
were  for  a  asero  subsidized  loan.  Many  students  did  not  apply  for  sub- 
sidized loans  because  of  the  needs  test  requirement  and  the  reluctance 
of  some  families  to  provide  the  essential  financial  data^ 

Loan  volume  was  fuiiher  diminished  by  lender  unwillingness  to 
make  nonsubsidized  loans  in  substantial  numbers  because  of  increased 
administrative  costs  of  billing  students  for  interest  during  the  in-School 
period  as  compared  with  the  submission  of  a  single  billing  to  the  Fed- 
eral Government* 

Further  compacting  of  loan  vohune  may  be  attributed  to  the  preval- 
ance  of  high  interest  rates  which  created  opportunities  for  competi- 
tively high  rates  of  return  to  lenders  on  other  types  of  loans,  illiquidity 
in  some  lender  portfolios,  and  often  the  sheer  accumulation  of  student 
loans  in  lender  portfolios. 

In  fiscal  year  1974,  it  is  estimated  that  $1.2  billion  will  be  lent  in  1 
million  loans,  with  an  average  loan  amountinjr  to  $1,230.  In  fiscal 
year  1972,  the  last  full  year  in  which  the  preexisting  law  was  in  effect^ 
$1.3  billion  was  lent  in  1,256,000  loans,  with  the  average  loan  amount- 
ing to  $l,06t 

Public  Law  93-269^  which  becomes  effective  on  iTune  2, 1974*  elimi* 
nates  the  needs  test  for  the  vast  majority  of  loan  applicants*  Tlie  first 
wave  of  informational  workshops  on  implementing  the  application 
of  this  new  legislation  has  already  been  completed* 

Information  was  distributed  throughout  the  country  during  the 
first  week  in  May  and  we  anticipated  a  reasonably  simple  and  effective 
incorporation  of  these  amendments  into  the  program  on  the  second  of 
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from  private  lenders  to  help  pay  tor  tiie  cost  oi  eaucawon  aiici  tmm- 
ing  at  universities,  colleges,  and  vocational  schools.  Loans  are  either 
guaranteed  by  State  or  private  nonprofit  agencies  or  insured  by  the 
Federal  Government.  v  j  * 

A  maximum  of  $2,500  per  academic  year  may  be  applied  for  in 
most  States  if  the  educational  costs  require  borrowing  to  this  extent. 
Total  loans  outstanding  may  not  exceed  $7,500  for  undergraduate  or 
vocational  students,  and  this  aggregate  maximum  may  be  extended 
to  $10,000  for  students  who  borrow  for  graduate  study.  ^ 

The  repayment  period  begins  from  9  to  12  months  after  the  student 
graduates  or  withdraws  from  school  and  extends  over  a  period  of  5  to- 
10  years.  The  student  is  required  to  pay  a  minimum  of  $360  pei'  year 
on  all  the  guaranteed  loans  he  has  received  during  his  school  years. 
Loans  may  be  prepaid  at  any  time  without  penalty. 

As  modified  by  legislation  to  become  effective  June  2,  any  siudeht 
whose  adjusted  family  income  is  less  than  $15,000  will  automatically 
qualify  for  Federal  interest  benefits  on  loans  totaling  up  to  $2,000  in 
any  academic  year,  although  the  maximum  loan  may  never  exceed  the 
cost  of  education  less  other  financial  aid  received. 

Students  with  adjusted  family  incomes  of  less  than  $15,000  who 
wish  to  apply  for  subsidised  loans  in  excess  of  $2,000  or  students 
having  adjusted  family  incomes  of  $15,000  or  greater  and  applying 
for  a  subsidized  loan  of  any  amount  must  submit  to  the  lender  the 
school's  recommendation  for  a  subsidized  loan  bused  upon  the  school's 
kssessment  of  the  family's  ability  to  pay  for  the  cost  of  education. 

For  students  eligible  tor  interest  benefits,  the  Federal  Government 
will  pay  to  the  lender  the  total  interest  due  prior  to  the  beginning  of 
the  repayment  period.  Students  not  eligible  for  Federal  interest  bene- 
fits may 'still  apply  for  a  loan  but  will  have  to  pay  their  own  interest 
prior  to  the  beginning  of  the  repayment  period.  During  the  rei)ayment 
periodj  all  students  are  responsible  for  paying  the  7  percent  interest. 

An  insurance  premium  of  up  to  one-half  of  1  percent  each  year 
of  the  total  loan  amount  outstanding  may  be  collected  in  advance 
under  State  or  private  guarantee  agency  programs.  By  law  the 
premium  on  federally  insured  loans  is  limited  to  one-quarter  of  1 
percent.  The  lender  may  collect  the  premium  from  the  borrower  or 
deduct  it  from  the  proceeds  of  the  loan. 

Repayment  may  be  deferred  for  up  to  3  years  while  the  borrower  is 
on  active  duty  in  the  Armed  Forces,  is  a  Peace  Corps  volunteer  or 
full-thnc  volunteer  in  VISTA  or  certain  other  ACTION  agency  pro- 
grams, or  for  any  pmoc\  during  which  ho  returns  to  a  full  time  course 
of  study  at  an  eligible  school. 

There  are  more  than  19.000  lender.^  participating  in  the  guaranteed 
student  loan  program;  Banks,  savings  and  loan  associations,  credit 
utiions,  pension  funds,  insurance  companies,  and  tiimilar  institutions 
subject  to  examination  and  supervision  by  the  State  or  Federal  Govern- 
ment are  eligible  to  become  lenders.  Eligible  schools  and  State  agen- 
cies may  also  qualify  as  lenders. 
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Approximately  8,200  postsecondat'y  educational  institutions  are 
cwrrentjy  eligible  for  students  to  attend  with  loans  made  imder  the 
guaranteed  student  loan  program.  Nearly  600  institutions  located  in 
78  foreign  countries  are  also  eligible.  , 

Applications  for  guaranteed  student  loans  may  be  obtained  from 


a  poixion  oi  inis  appiicacion  cerciiying  cne  scuaenc  s  enroiimeno,  nis 
costs  of  education,  other  financial  aid  awarded,  and  academic  standing. 

In  addition,  other  financial  information  may  bo  required  by  the 
school  for  those  sudents  who  do  not  automatically  qualify  for  Federal 
interest  benefits.  The  student  completes  the  application  form  and  pre- 
sents it  to  a  participating  eligible  lender. 

If  the  lender  agrees  to  make  the  loan,  he  first  secures  the  approval 
of  the  guarantee  agency.  A  State  or  private  non-profit  agency  guaran- 
tees the  loans  to  the  lender  in  26  States.  In  other  States  and  for  inter- 
state lenders,  the  Federal  Government  insures  the  loans.  If  the  student 
defaults  in  i-epaying  to  the  lender,  either  the  guarantee  agency  or  the 
Federal  Government  will  pursue  the  borrower  for  recovery  of  the 
loan.  If  the  borrower  dies  or  becomes  permanently  disabled,  the  total 
obligation  will  be  discharged  by  the  Federal  Government. 

In  all  cases,  the  borrower  must  execute  an  affidavit  that  the  proceeds 
of  the  loan  will  be  used  solely  for  payment  of  his  educational  expenses. 
This  affidavit  must  be  signed  by  a  notary  public  or  other  person  legally 
authorized  to  administer  an  oath  or  affirmation. 
•  The  Office  of  Education  honors  claims  for  reimbursement  for  losses 
incurred  by  leiidei's  on  loans  insured  under  the  provisions  of  the  Fed- 
eral insured  student  loan  program  due  to  one  of  the  following 
conditions: 

1.  The  loan  is  determined  to  be  in  default  because  of  the  borrower's 
failure  to  make  an  installment  payment  when  due  or  to  comply  with 
other  terms  of  his  note  under  circumstances  whei*e  it  is  reasonable  to 
conclude  that  the  borrower  no  longer  intends  to  honor  his  obligation 
to  rejpay  and  when  this  condition  persists— in  the  case  of  a  loan  re- 
payable in  monthly  installments—for  120  days  or— in  the  case  of  ». 
loan  repayable  in  less  frequent  installments— for  180  days.  The  lender 
must  have  exercised  reasonable  care  and  dilegence  both  in  the  making 
«»»d  collection  of  loans  in  order  to  qualify  for  payment. 

2.  The  borrower  has  been  adj  udicated  a  bankrupt. 

3.  The  borrower  has  died. 

4.  The  borrower  has  become  totally  and  permanently  disabled  and 
ipprppriate  medical  evidence  has  been  submitted  by  the  lender  on  his 
oeiialt. 

^  Also,  the  Commissioner  reimburses  to  participating  guarantee  agen- 
cies 80  i)ercent  of  the  principal  amount  of  the  loss  paid  by  agencies  to 
their  lenders  on  defaulted  guaranteed  student  loans  and  100  percent 
of  the  loss  incurred  on  all  guaranteed  loans  due  to  the  death  or  total 
and  jpcrmanent  disability  of  ;he  borrower* 

These  reimbursements  are  a  means  of  assisting  the  agencies  in  mi»5n- 
taining  taeir  reserves  for  the  guaranteeing  of  student  loans  made  by 
their  pkrticipating  lenders.  Of  the  27  agencies  participating  in  the 
guaranteed  loan  program,  25  have  signed  reinsurance  agreements  with 
the  Commissioner. 
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TTnder  the  rehisuraiice  program,  there  is  no  suhvogation  of  the  loans 
to  tlie  Federal  Government,  and  the  agency  is  re(iuired  to  effect  re- 
covery  of  the  loss.  State  guarantee  agencies  are  required  to  remit  to  the 
Office  of  Education  80  percent  of  all  money  collected  from  defaulted 
students  on  reinsured  loans.  These  collections  are  deposited  in  the 
Student  Loan  Insurance  Fund.         ,     ,     ,  , 

Collections  under  the  Federal  insured  student  loan  program  are  made 
by  10  regional  offices.  As  soon  as  an  insurance  claim  is  paid  on  account 
of  default,  a  demand  letter  is  sent  through  the  computer  system  to  the 
last  known  address  of  the  defaulted  borrower.  Skip  tracing  procedures 
include  the  use  of  services  provided  by  commercial  and*  Government 

agencies.  .      »  ,  .      ,  ^^ 

Collections  activity  consists  of  sending  a  series  of  letters  to  the 
defaulted  borrower  and,  if  no  response  is  forthcoming,  t€lei)hone  calls 
are  made.  If  there  is  not  a  positive  response,  personal  visits  may  be 
made  by  the  collectoi-s.  When  it  is  determined  that  a  defatUter  has  the 
ability  to  repay  but  refuses,  the  file  is  prepared  for  submission  to  the 
General  Accomvting  Office  tor  appropriate  action,  Avhich  may  include 
suinnittal  to  1 1  Department  of  Justice  for  collection  or  litigation. 

All  collectiuit  efforts  are  fully  documented  on  the  defaulted  bor- 
rower's file.  All  payments  of  money  are  received  and  recorded  as 
I'apidly  as  possible  and  deposited  in  the  Student  Loan  Insurance  Fund. 

III.*  Program  stutns!  As  of  the  end  of  the  cun-ent  fiscal  year,  an 
estimated  total  of  $6.8  billion  in  student  loans  will  have  been  guar- 
anteed or  insured  since  the  inception  of  the  program  in  1965.  Approxi- 
mately 4.1  million  students  will  have  i-eceived  loans,  and  the  aggregate 
number  of  loans  guaranteed  or  insured  should  reach  6.9  million.  This 
experience  has  provided  an  average  loan  of  slightly  less  than  $1,000. 
The  "scrage  loan  has  increased  each  year  from  $752  in  1967  to  a  cur- 
i-ent  level  of  $1,213. 

Of  the  $6.8  billion  which  will  have  been  guaranteed,  approximately 
liaif  of.  this  amount,  or  $3.4  billion,  will  have  been  converted  to  matured 
status.  The  estimated  default  rate  as  of  the  end  of  fiscal  year  1978  was 
5.r  pevcent.  This  rate  is  calculated  hy  taking  all  of  the  default  clanns 
actually  paid  as  a  percent  of  the  estimated  total  amount  of  matured 

There  are  some  early  signs  that  this  rate  may  vary  widely  amonff 
CM'tain  classes  or  types  of  institutions.  We  are  now  in  the  process  of 

\f!iV,ng  tliese  variables  through  such  means  as  a  computerized  loan 
ii^i  Ault  estinmtion  model. 

It  shottld  be  pointed  out  that  this  rate  has  not  been  adjusted  for 
collections  now  being  realissed  on  earlier  defaulted  loans.  In  the  Fed- 
eral insui'ance  program,  the  average  "cured"  default  is  paid  out  in 
approximately  36  hionths.  We  will  be  unable  to  begin  calculation  of 
net  loss  rates  based  on  actual  collections  experience  until  1976  or  per- 
haps 1977.  \  ^ 

Onv  limited  experience  to  date  with  collection  activities  is  that  a 
single  collection  agent  in  one  of  our  regional  offices  is  able  to  process 
1.100  claims  in  a  year.  Of  tliis  number,  he  is  able  to  cure  or  bring  into 
active  pay-back  status  400  accounts.  The  other  700  defaults  are  periodi- 
cally recycled  until  such  time  as  further  OJJ  collection  is  not  warranted. 

Of  the  cured  accounts,  65  percent  are  converted  to  regular  monthly 
payments,  averaging  slightly  more  than  $80  on  a  $1,000  note.  The  l'e» 


33 

mftining  45  percent  are  paid  out  on  irregular  or  si)oradic  schedules 
and  often  require  repeated  contact  with  the  student  himself •  The  State 
agency  collections  activity  generally  follows  this  pattcni. 

If  the  staffing  requested  of  Congress  in  the  1974  supplemental  ap- 
propriation and  the  1975  regular  appropriation  for  the  Office  of  Edur 
cation  is  granted,  a  collection  force  of  172  people  will^be  at  work  next 
year  in  the  10  regional  offices  under  the  federally  insured  program. 

Under  current  estimates,  Ave  hope  that  by  the  end  of  fiscal  year  1976 
these  collection  units  will  be  able  to  handle  every  default  claim. 

It  is  significant  to  note  that,  after  payment  of  the  final  quai'ter^s 
.  interest  subsidy  and  special  allowance  for  the  curi'ent  fiscal  year,  tlio 
total  cumulative  cost  of  these  two  el^hients  will,  for  the  first  thue, 
exceed  $1  billion. 

IV.  Improved  management :  During  the  past  3  years,  the  guaranteed 
student  loan  program  has  been  studied,  reviewed,  and  anelyiKed  by  at 
leiist  a  do^ien  difterent  ngencies,  task  forces^  advisory  committees,  and 
consultant  groups.  The  findings,  suggestions,  and  recommendations  of 
these  groups,  when  consolidated,  faJlinto  four  areas,  namely :  Rerom- 
mendations  for  various  programmatic  changes,  or  what  I  would  call 
external  changes,  and  a  series  of  intenuvl  improvements;  the  need  for 
increased  staffing  in  the  program ;  tlie  provision  of  appmpriate  com- 
puter support  systems;  and  the  need  for  improved  management  of  tho 
student  loan  insurance  fund. 

I  should  like  to  note  briefly  the  series  of  positi\^e  stops  already  taken 
by  the  Office  of  Education  to  reach  new  levels  of  internal  operational 
capability. 

Significant  rec][uests  for  additional  personnel  have  been  made  in  the 
Office  of  Education  appropriations  requests  now  pending  before  Con- 
gress. If  these  additmnal  suppoit  positions  are  provided^  the  total 
Federal  staff*  for  the  guaranteed  student  loan  program  will  approxi- 
mate 680  full-time  permanent  positions. 

For  the  first  time,  the  number  of  Office  of  Education  personnel  in 
the  guaranteed  student  loan  .program  will  begin  to  approximate  the 
combined  staff  of  more  than  660  persons  who  operate  the  27  guarantee 
agency  programs. 

The  marked  increased  in  regional  sftaff  is  to  move  dramatically  on 
two  fronts.  The  first  is  an  enhanced  and  expanded  pattern  of  lender 
reviews  directed  toward  increased  lender  paiticijmtion,  reduction  of 
defaults,  and  improvement  of  the  overall  administration  of  the  pro- 
gram* 

The  second  is  a  vastly  increased  collection  effort  to  recoup  as  mttclt 
of  the  total  claims  oblijjation  to  the  Federal  Government  as  possible* 
As  indicated  above,  this  collections  activity  will  ultimately  have  a 
pronounced  eft'ect  on  the  net  loss  rate* 

A  second  internal  change  may  be  found  in  the  establishment  of  a 
new  Office  of  Gttaranteed  Student  Loans*  This  Office  is  to  have  a  self- 
contained  datii  processing  systems  support  group  unlike  any  other  unit 
in  OE  and  is  to  have  allot  the  other  kinds  of  management  resources 
necessarjtfo  carry  out  improved  program  operations* 

Finally,  management  of  the  student  loan  insurance  fund  is  hmig 
improvexl  through  a  series  of  contracts  designed  to  upgrade  tiie  quality 
of  the  data  base,  sharpen  the  methodology  for  estimating  liability  for 
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future  payment  of  claims,  and  generally  to  enhance  the  fiscal  and 
accounting  characteristics  of  the  fund.  . 

Mr.  Chairman,  I  shall  be  pleased  to  respond  to  questions  from  you 
and  your  colleagues. 

•  Uv.  O'Hara.  Thank  you  very  much,  Mr.  Moore. 
Mr.  Brademas. 

Mr.  BnADEMAs.  Thank  you,  Mr.  Chairman. 

•  Mr.  Moore,  it  is  good  to  see  you  back  before  our  subcommittee 
again. 

Mr.  Moore.  Thank  you,  sir.  .      ^  ,  „ 

Mr,  Brademas.  Two  or  three  quick  questions.  I  am  startled  by  the 
description  you  have  ^xiven  us  of  the  very  deep  involvement  of  the 


loans.  Is  there  some  metaphysic  that  I  missed  which  explains  this 
sharp  distinction?  ,    ,  .  ^, 

Mr.  Moore.  Mr.  Brademas,  only  that— let  me  back  up  a  little  in  the 
history.  I  think  at  one  time  in  the  mid-sixties  we  had  in  mind  the 
possibility  of  cooperating  with  some  other  agency  in  Government  for 
this  collection  activity.  ,   ,    ,        .  ^     l  a 

We  found  out,  over  a  period  of  time,  that  nobody  else  was  interested 
in  doing  it.  Last  year,  I  am  informed,  and  this  happened  before  I 
became  involved  with  the  program  again,  it  was  also  determined  that 
we  Ivave  no  way  of  contracting  or  shopping  out  the  collection  activity. 
It  simply  must  be  carried  on  by  the  Office  of  Education  as  program 
management. 

Mr.  Brademas.  That  is  as  a  matter  of  law  ? 

Mr.  Moore.  That  is  right. 

Mr.  Brademas.  1  am  not  asking  about  the  law.  In  other  words,  if  we 
change  the  law,  for  example.  Dr.  Phillips  could  start  collecting  on 
NDSL  loans.  What  I  am  getting  at  is  substance;  put  the  law  to  one 
side  for  a  moment. 

Mr.  Moore.  In  terms  of  this  involvement?  ,     ,    ,  ,  ^ 

Mr.  Brademas.  Yes;  if  there  is  some  policy  question  involved  that 
I  don't  understand  that  makes  it  possible  for  OE  to  be  so  deeply  ih- 
volvcd  in  managing  the  collection  of  insured  loans,  while  there  is 
great  difficulty  apparently  involved  in  OE  being  that  deeply  involved 
in  managing  the  collection  of  NDSL  loans.  Do  you  perceive  my  ques- 
tion? .  ^, 

Mr.  Moore.  I  think  so.  Let  me  try  to  respond  in  this  way.  The  cost 
to  the  Federal  Government  or  the  cost  to  the  student  loan  insurance 
fund,  really  of  the  claims  which  have  been  and  are  now  being  pre- 
sented for  payment  is  moving  at  a  rather  astronomic  level  each  year, 
so  that  it  has  been  determined  within  the  Department  and  OE  that  a 
substantial  effort  should  be  made  to  get  ba<jk  as  much  of  this  money  as 
possible. 

Our  total  liability   •  • 

Mr.  Brademas.  Just  let  ine  interrupt.  I  can  understand  you  want  to 

collect  in  either  event. 
Mr.  Moore.  Right.  ,  , 

Mr.  Brademas.  What  I  am  trying  to  get  at  is  much  more  simpler 

and  primitive.  Why,  in  policy,  is  there  something  unique  to  the  GSL 
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program  that  makes  it  possible,  again  nutting  the  statute  to  one  side, 
assuming  you  both  want  to  collect  on  the  loan,  that  makes  it  possible 
for  OE  to  be  so  deeply  involved  in  respect  of  the  collection  of  GSL 
loans,  but  makes  it  difficult  for  OE  to  be  involved  in  collecting  NDSL's. 
Tiiat  is  all.  It  is  not  a  trick  question,  but  I  am  trying  to  understand 
what  the  diflference  is.  You  are  in  it  up  to  your  oars  and  Dr.  Phillips 
said,  "We  haven^t  even  thought  of  it"  m  response  to  my  ; 

Mr.  O'Hara.  Will  the  gentleman  yield?  If  we  converted  NDSL's 
into  a  situation  where  Uncle  Sam,  instead  of  making  capital  contribu- 
tions on  the  basis  he  now  makes  them,  acts  as  a  guarantor  of  80  peri- 
cent  of  the  principal  amount  of  the  loan,  then,  again,  they  would  end 
up  with  a  bunch  of  worthless  paper  in*  their  hands  which  they  would 
have  to  try  to  collect  on ;  isn't  that  correct  ? 

Mr.MooHE.  Yes,  it  would  work  that  way. 

I  think  I  perceive  the  basis  for  your  question.  The  NDSL  program 
is  really  a  trust  fund  in  the  hands  of  a  college  or  university,  man- 
aged under  certain  conditions  set  out  in  the  statutes.  That  is  quite 
different  from  a  bank  loan  which  has  been  made  in  part,  I  should 
not  say  "in  pait,"  but  has  been  made  wholly  because  it  has  the 
credit  of  the  U.S.  Government  behind  it  in  case  something  goes  sour 
with  a  loan.  A  college,  managing  the  trust  fund,  could  afford,  I  would 
think,  to  work  out  a  number  of  arrangements  with  a  delinquent  stu- 
dent whereby  he  could  be  allowed  to  pay  back  fairly  minimum  amounts 
for  a  number  of  years,  whereas  in  the  insured  loan  program,  we  are 
interested  in  more.  Tn  fact  we  require  minimum  payments,  $30  a  month, 
no  matter  what  the  amount  of  the  loan  was.  It  is  m  the  statute,  and  if 
this  business  is  not  forthcoming,  that  is,  the  payment  is  not  forth- 
coming, the  thing  is  immediately  in  the  120-day  period  turned  into 
a  claim. 

Mr.  Brademas.  But  is  the  Government  not  deeply  interested  in  see- 
ing to  the  repayment  of  NDSL  loans  just  as  it  is  in  GSL? 

Mr.  Moore.  I  would  think  so,  yes,  sir.  That  is  in  terms  of  appropri- 
ate management  of  the  loan  fund.  But  ive  are  in  kind  of  a  counseling 
situation  with  a  college  where  we  are  in  a  straight-ou*.  business 
relationship  with  a  bank. 

I  guess  that  is  the  best  way  I  could  put  it. 

Mr.  Brademas.  I  won't  take  time  to  press  this,  but  I  am  not  clear 
that  it  is  clear. 
Mr.  Moore.  I  will  make  note  of  that. 

Mf.  Brademas.  The  second  point  would  just  be  a  request,  Mr. 
Moore.  It  would  be  very  helpful,  at  least  to  me,  and  I  am  sure  other 
memliers  of  the  subcommittee,  if  we  could  have  from  your  office  a  chart 
showing  the  volume  of  guaranteed  student  loahs  by  state  in  terms  of 
the  amount  of  money,  the  number  of  borrowers  and  the  number  of 
banks,  credit  unions,  and  other  lenders.  I  ask  this  in  part  because  my 
own  State  of  Indiana  has  historically  not  been  a  very  enthusiastic 
participant,  unfortunately,  from  my  point  of  view. 

[The  following  response  Was  provided  by  OEsj 

(Data  m  not  available  on  loans  disbursed  by  type  of  lending  institution  after 
Fiscal  Year  11)72  because  the  computer  system  ffom  which  this  data  was  derived 
is  now  non*operntionai.  A  new  system  is  being  developed,  but  data  on  recent  loan 
volume  distributed  by  number  and  lender  type  will  not  be  available  until  early 
1076.) 
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Ml'.  Bkadkmas.  Finally,  I  would  just  ask  you  about  this  question, 
whbh.  is  perhapfs  a  modest  problem,  but  one  that  has  como  to  my  atten- 
tion. I  am  spoak^f.  of  the  authority  that  I  understand  has  been  in  the 
statute  since  196  -  jit  would  enable  the  Govornmont,  where  pursuit  of 
the  normal  repayment  mechanism  would  work  an  inequity,  to  write  ott 
the  loan. 

I  will  give  you  an  example  f i*om  my  own  experience  whei*eni  a  stu 
dent  in  my  own  home  city  got  a  guaranteed  loan  for  the  full  term  and 
the  bank,  in  violation  of  Qie  regulations  of  OE  for  the  guaronteed 
student  loan  program,  sent  the  check  to  the  institution  rather  than  to 
her  and  the  people  running  this  institution,  which  was  proprietary, 
fled  with  the  funds  and  left  town,  which  was  a  local  scandal,  but  the 
bank  insisted  tliat  the  girl  pay  back  the  entire  loan. 

Quite  undei-standably  she  didn't  feel  she  should  since  the  bank  had 
been  responsible  for  making  this  error  and  in  such  situations  as  that 
kind  it  would  seem  to  me  the  Government  should  exercise  the  1965 
authority  to  write  off  such  loans. 

It  is  my  understanding,  and  you  will  correct  me  if  l  am  mistaken, 
that  presently  you  are  planninj?  to  delegate  the  authority  of  which  I 
speak,  to  your  regional  commissioners.  My  question  is,  therefore,  I 
thinkt  all  the  more  pointed,  namely,  do  you  contemplate  doing  that, 
delegating  sucli  authority  to  the  regional  conmiissioners;  do  you 
contemplate  developing  standards  to  exercise  such  authority  equitably 
and  consistently  and  do  you  contemplate  exercising  such  authority. 

Mr.  MooUE.  Let's  take  the  questions  in  revei*se  order,  if  I  may.  Ob- 
viously, the  authority  must  he  exercised  and  at  the  momeilt  I  am  busy 
developing  a  test  case,  if  you  will,  to  find  out  how  it  runs* 

Secondly,  there  will  be  standards  for  the  use  of  our  pex>ple  here  and 
in  the  regions  and  certainly  as  we  move  into  our  new  organizational 
configuration,  it  is  my  understanding  that  ultimately  this  will  'be  dele- 
gated to  the  regional  olSces  where  they  can  apply  it  mofe  handily  on 
tlie  spot,  but,  obviously,  not  Avithout  a  careful  establishmont  of  param- 
etei's  and  ground  rules  I  yes,  sir. 

Mr.  BftADKMAs.  I  am  very  pleased  to  hear  that.  Tliank  you  very 
much,  Mr.  Moore. 

Mr.  O'Haha.  Thank  you,  Mr.  Brademas. 

First  off,  Mr.  Moore,  in  your  testimony,  you  said !  "The  loan  is  de- 
termined to  be  in  default,  when  there  has  been  a  faiture,  where  there 
has  been  a  delinquency  under  circumstances  where  h  is  reasonable  to 
conclude  that  the  borrower  no  longer  intends  to  honor  his  obligation 
to  pay  and  when  this  condition  persists  for  120  days  or  180  days." 

I  take  it  that  that  is  why  the  witness,  with  resDMct  to  the  NDSL, 
in  their  effort  to  provide  a  comparable  figure,  used  the  120*day 
delinquency? 

Mr.  MoottR.  Yes,  sir. 

Mr.  O'Haka.  As  to  "under  circumstances  whefe  *  *  *"  first,  it  is  rea- 
sonable to  conclude  that  the  borrower  no  longer  intends  to  honor  his 
obligation  to  pay,  and  is  that  really  a  factor  or  is  it  just  the  120  days 
that  puts  them  into  default? 

Mr.  Moonfi.  No;  it  is  the  condition,  and  a  condition  which  eJjists 
After  the  borrower  has  satisfied  the  Office  of  Education  that  he  has 
conducted  what  we  call  due  diligence,  a  whole  series  of  activities,  tele- 


phone  calls,  letters,  and  so  foi-th,  all  of  which  are  pointed  toward  es- 
tablishing a  payout  relationship. 

"Wlien  all  of  this  failed  and  all  of  this  must  be  documented  in  the 
claim  file,  when  it  is  given  to  us,  when  it  absolutely  fails,  and  the  120 
•days  have  run,  the  borrower,  or  I  mean  the  lender,  may  then  file  a  claim 
witlius. 

If  this  effort  has  not  been  made.  For  example,  if  we  received  a  clann 
and  found  in  the  file  a  record  of  a  single  phone  call,  and  that  is  all,  no 
letters)  no  letter  from  the  corporation  counsel  of  the  bank  indicating 
the  possibility  of  legal  action  and  so  on,  the  claim  will  be  returned  to 
the  lender  for  more  Avork  until  it  does  meet  these  conditions. 

Mr.  O'Ham.  In  other  words,  it  is  not  enough  that  the  delinquency 
continue  for  120  days? 

Mr.  MoonB.  That  is  right, 

Mr.  O'Hara.  So  this  is  a  somewhat  different  kind  of  test  than  the 
one  used  by  the  witness  appearing  to  testify  concerning  NDSL,  be- 
cause there  they  computed  their  probable  default  rate  by  a  simple  ref- 
erence to  120  days  of  delinquency,  whereas  yours  is  a  somewhat  dif- 
ferent kind  of  test.  , 

Mr.  MoonE.  Yes.  Ours  is  120  days  of  action,  that  is  right,  and  there 
is  that  problem  in  comparing  those  two  rates. 

Mr.  O'Haha.  So  there  may  be,  or  perhaps  some  of  the  difference 
between  the  probable  default  rates  could  be  explained  by  that? 

Mr.  MooRB.  Yes. 

Mr.  O'Hara.  Do  you  have  any  percentages  showing— of  your  de- 
faults—as shown  on  page  9,  how  many,  or  what  part  of  them  are  in  each 
of  tliose  categories?  You  list  four  categories  here. 

Uv,  Moore.  Yes,  sir.  We  have  those  broken  out  by  percentages  and 
number  of  clainjs  and  dollar  amounts  for  the  last  several  years.  As  a 
matter  of  fact,  we  have  a  report  whicli  I  think  we  may  have  already 
provided  the  staff  and,  if  not,  I  will  send  some  more  up  here  that  covew 
all  of  this  in  detail. 

Simply  put,  the  bankruptcy  part  of  the  claim  business  accounts  for 
8.9  percent  and  death  and  disability  is  5,6  percent  and  default  is  90.6. 
This  is  as  of  last  February. 

That  same  general  configuration  has  operated  in  the  years  prior  to 
that  time,  especially  the  relationship  between  bankruptcy  and  death 
and  disability,  and  ft  is  generally  similar  between  the  guarantee  agency 
programs  and  the  federally  insured  activity, 

Mr.  O'Hara,  Then,  the  bankruptcy  thing  has  not  been  a  significant 
problem,  has  it?  I  mean  96  percent  of  the  defaults  are  the  simple  de« 
f  auUs,  a  little  under  4.  percent  are  bankruptcies  ? 

Mr.  Moore.  That  is  right,  This  pattern  has  been  generally  the  same 
over  the  last,  as  I  say,  several  years. 

Mr.  O'Hara,  The  bankruptcy  things  has  not  changed.  There  has 
heen  some  suggestion  that  perhaps  an  increasing  number  of  students 
who  have  received  loans  are  taking  advantage  of  the  provision  of  the 
bankruptcy  law. 

Your  experience  does  not  indicate  that? 

Mr.  Moore.  The  number  increases  because  of  the  increasing  Volumft 
in  the  program. 

Mr.  O'Hara.  But  the  percentage  has  not? 
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Ulir,  Moore.  The  poroontago  Ims  actually  gone  down.  As  matter 
of  fact,  I  became  concerned  about  the  bankruptcy  problem  in  1960 
when  I  first  began  directing  the  NDEA  program  and  in  those  days 
we  sort  of  adopted  a  "wait  and  see"  policy.  Let's  wait  and  see  if  it 
gets  markedly  worse,  and  it  has  not.  It  is  part  of  our  eitperience  in  the 
program,  but  not  one  in  which  there  has  been  dramatic  mcrease. 

You  hear  a  few  horror  stories  now  and  then,  but  that  is  about  the 
size  of  it. 

Mr.  O'Hara.  I  understand,  under  the  1972  amendment,  you  do  have 
the  authority  to  limit,  expand  or  terminate  the  eligibility  of  institu- 
tions. I  think  that  is  provided  in  section  438. 

Mr.  Moore.  Yes,  sir. 

Mr.  O'Hara.  Can  you  give  us  some  indication  of  what  action  you 
have  taken  under  authority  of  section  438?  Wliat  has  your  experience 
been  in  this  particular  field? 

Mr,  MoORB.  In  the  spring  we  rewrote  the  regulations  which  are  now 
in  the  hands  of  the  GenerafCounsel  for  review.  We  are  looking  toward 
publication  this  summer.  This  is,  as  you  Icnow,  a  very  complicated  kind 
of  statutory  authority  to  implement  because  of  all  of  the  kinds  of 
judgments  that  have  to  be  made,  first^  and  second,  because  it  aiFects 
^000  eligible  institutions  in  the  United  States.  There  is  a  broad 
range  of  postsecondary  institutions,  if  you  will,  with  the  University 
of  California,  on  the  one  hand,  let's  say,  and  a  very  small^proijrictary 
bt'Biness  college  located  in  Michigan  on  the  other  hand.  It  as  quite  diffi- 
cult to  develop  standards  that  can  be  applied  equally,  b'Ut  ^A'e  are  mak» 
ing  what  I  consider  to  be  excellent  progress. 

Mr.  O'Hara.  You  have  not  been  suspending  institutions  ? 

Mr.  Moore.  Not  under  that  authority.  We  have  suspended  institu- 
tions who  have  been  direct  lenders  under  our  lending  authority  by 
administrative  action,  but  we  have  not,  as  yet,  under  this  authority, 
removed  eligibility. 

Mr.  O'Hara.  In  terms  of  direct  lending,  that  has  been  an  ititerest- 
ing  concept  to  me.  To  what  extent  are  you,  or  what  has  yoti?  experience 
been  with  institutions  who  act  as  lenders? 

Mr.  MooRB.  I  will  use  your  words,  sir.  It  has  been  very  interesting 
in  this  respect.  We  have  now  about  140  institutes  of  higher  education 
and  60  proprietary  institutions  who  qualify  for  a  contract  of  insur- 
ance only  after  a  very  rigorous  examination  applied  by  our  evalua- 
tion committee.  This  was  not  true  4  or  5  yeai-s  agb  and  unfortunately 
some  schools  became  involved  in  that  program  who  are  now  out  of  it 
who  caused  considerable  difficulty. 

I  am  interested  in  two  or  three  aspects,  one  of  which  is  the  fact  that 
in  the  higher—well,  among  all  of  these  schools  there  is  the  possibility 
of  the  institution  selling  paper  to  the  student  loan  marketing  associa- 
tion. Since  Sally  Mae  was  created  to  get  at  the  liquidity  problem,  it 
seems  to  me  with  a  proper  issuance  of  direct  insurance  certificates 
and  provision  for  colleges  and  universities  selling  paper  at  less  than 
par,  which  we  are  btinging  to  a  close  right  now  the  programs  will 
expand.  In  today's  money  mafket  as  1  understand  from  the  market- 
ift^  association,  they  cannot  deal  with  colleges  at  par  at  all  They  are 
going  to  have  to  have  some  sort  of  discount  mechanism. 

But  that  this  kind  of  thing  provides  a  very  effective  use  of  loan 
proceeds  for  middle-income  students,  where  the  institution  can  man- 
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«g©  its  own  funds  and  the  flow  of  them  and  cycle  the  paper  through 
the  marketing  association  so  that  it  does  not  get  itself  in  an  illiquid 
^tuation  nor  does  not  get  its  portfolio  loaded  to  the  place  where  it 
cannot  manage  more  money  or  more  loans^  I  should  sa^.  But  if  the 
costs  in  the  private  sector  continue  to  go  like  this  [indicating]  increas* 
sngly,  the  college  as  well  as  the  banks  are  going  to  have  to  help  people 
with  long-term  financing.  There  are  no  two  ways  about  it. 

Mr.  OtHara.  I  have  a  feeling  that  the  program  has  a  great  poten- 
tial if  the  institutions^can  become  a  lender  in  this  program,  but  I  am 
really  concerned  aboi^t'  how  an  institution  manages  to  do  that  under 
present  circumstances. 

Mr.  MooRB.  Well,  it  is  difficult,  because,  first  of  all,  the  school  has 
to  get  a  capital  supply  at  some  cost,  that  is,  at  least  at  a  breakeven  or 
at  less  than  a  break-even  level  and  with  the  conditions  in  the  market 
^oin^  up  and  down  like  this,  and  the  fact  that  the  marketing  associa* 
tion  IS  a  f or-i>rofit  organization  that  has  to  exist  off  of  these  two  rate 
differences,  it  is  a  complicated  sort  of  thing.  . 

Mr.  O^Hara.  I  have  had  it  suggested  to  me  that  the  institution 
would  he  able  to  do  this  better  if  they  formed  consortia  of  institutions 
and  had  a  consortium  to  be  the  lender  under  the  guaranteed  loan 
program. 

Do  you  have  any  comments  on  that  method  of  operation  ? 

Mr.  BArm  Thev  would  not  normally  qualify  under  the  statutory 
definition  of  "eligible  lending  institutions.''  That  is  the  real  problem 
of  having  a  consortium,  from  a  legal  standpoint  they  won't  be  able  to 
participate.  What  has  been  suggested  to  is  that  they  could  designate 
one  school  within  the  consortium  to  serve  as  lender  of  recoM  or  find 
a  commercial  bank  or  other  lending  institution  to  serve  as  the  lender 
for  the  consortium. 

Mv.  O'Hara.^  I  think  we  ought  to  look  into  the  possibility  of  ex- 
panding participation  by  consortia.  I  think  another  question  that  oc- 
curred to  me  is,  perhaps^  we  ought  to  think  about  ntnnmg  the  program 
a  little  differently  in.  this  sense,  instead  of  guaranteeing  loans  to  indi- 
vidual student  borrowers,  guarantee  loans  to  institutions  and  let  the 
institution  make  the  loans  to  the  student  borrowers  and  they  dan  worry 
phmxt  collecting  them. 

One  of  the  problems  has  been  sort  of  a  frictional  problem}  lending 
irtJititutions  are  not  accustomed  to  dealing  with  students  and  they  don't 
wiiwt  to  put  aside  any  large  part  of  their  volume  for  the  year  for 
student  loans  and  they  consider  it  sort  of  a  public  service  and  they  are 
willing  to  allocate  a  certain  amount  each  year  but  unwilling  to  go  much 
beyond  that. 

Sallie  Mae  has  helped  in  that  regard. 

Mr.  Bayrr.  Yes. 

Mr.  O'Hara.  But  I  am  wonderhig  if  you  might  not  say.  all  right, 
we  will  guarftnte*^  loans  made  by  banks  and  other  commercial  lenders 
to  itAStitutions,  but  the  institutions  would  then  use  them  as  capital  in 
their  student  loan  fund  and  let  them  deal  with  the  students. 

I  don't  know  if  you  have  given  that  any  thought.  That  would  pro- 
vide capital  on  a  federally  guaranteed  basis. 

Mr.  Baybr.  1  can  see  potential  problems.  First,  in  addition  to  requir- 
ing a  significant  legislative  change,  if  the  school  were  unable  to  meet  its 
obligation  to  the  bank  to  repay  its  loan,  maybe  because  they  were  not 
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successful  in  conectiug  the  loans,  I  am  not  quite  sure  how  you  would 
j20  about  trying  to  recover  on  the  loss.  Who  would  guarantee  the  bank 
loan?  Especially  if  the  school  would  close  up,  as  we  have  had  the 
schools  doge  up. 

Mr.  O'Hara.  Maybe  you  could  attach  a  couple  of  basketball  players 
and  auction  them  off  to  other  institutions. 

Mr,  Baybk.  I  guess  you  would  also  have  to  establish  criteria  in  this 
respect  that  would  i-elate  perhaps  to  the  tyi)e  of  institution.  You  mi^ht 
treat  the  University  of  California,  as  was  indicated,  somewhat  differ- 
ently than  a  school  of  cosmetology,  and  also  we  are  concerned  with  the 
foreign  schools  as  to  what  would  nappen  in  those  cases. 

Mr.  O'H-  iiA.  I^t  me  ask  another  question. 

Mr.  Bayer.  Also,  Mr.  Chairman,  one  final  point,  Many  schools  do  not 
have  legal  authority  to  bori-ow,  especially  State-supported  institutions. 

Mr.  O'Hara.  Have  you  made  any  studies  of  characteristics  of  de- 
faulting borrowers  as  compared  to  charactei-istics  of  your  borrowers  as 
a  groui)  and  have  you  made  any  study  of  the  institutions  attended  hy 
defaulting  borrowers,  as  compared  to  institutions  attended  by  this 
higher  population  of  borrowers? 

Mr.  Moore.  The  default  estimation  model  I  referred  to  a  moment 
ago,  Mr.  O'Hara,  which  we  understand  will  be  fully  operational  this 
stunmer,  is  beginning  to  develop  for  us  a  set  of  the  kind  of  criteria  I 
am  sure  you  are  talking  about. 

The  one  factor  that,  that  constantly  reoccurs  in  the  model  already 
is  that  a  critical  determinant  on  whether  or  not  a  loan  goes  into  default 
has  to  dp  with  the  way  the  loan  originated  in  the  first  place.  That  iS) 
whether  the  student  and  the  lender,  whoever  he  may  be—bank  or 
college  or  savings  and  loan,  credit  union-™ took  the  time  to  clearly 
establish  with  the  student  his  v\shi%  obligations,  the  conditions  Under 
which  the  loan  was  being  granted,  now  it  was  to  be  used. 

Years  ago  I  met  a  very  enjgaging  young  business  officer  from  a 
college  in  iSTorth  Dakota,  I  thiiut  it  was  1960,  who  had  one  little 
phrase.  He  said  j  a  loan  is  paid  when  it  is  made.  And  that  same  fact 
I  think  comes  through  in  a  lot  of  the  NDEA  experience  as  well.  We 
hope  that  the  model  will  begin  to  point  out  other  kinds  of  things  that 
we  normally  don't  think  about  as  being  descriptive  of  students  who  are 
in  this  default  category.  ' 

1  think  it  will  turn  up  things  there  that  nobody  has  foreseen  before. 
One  very  real  problem  that  1  perceive,  in  fact  I  see  it  now,  is  this. 
In  some  institutions  of  higher  education,  because  of  limited  NDEA 
money  and  because  of  limited  other  kinds  of  resources,  the  direct 
Federal  program  is  being  used  as  a  "loan  of  last  resoit,"  and  this  is 
for  the  student  tliat  has  hun  tttrned  down  everywhere.  When  300  or 
400  or  1500  of  these  students  are  put  together  in  a  single  population, 
the  early  experience  is  that  we  are  finding  a  higher  incidence  of  default 
in  this  group  than  Would  normally  be  the  case. 

But  as  one  financial  aid  officer  put  it  to  me  one  day,  he  said,  "Yott 
arc  asking  us  to  make  some  very  difficult  decisions." 

Here  I  am  sitting  across  the  table  from  a  student  who  has,  by  my 
sort  of  visceral  feeling  about  him,  all  of  the  characteristics  of  a  young 
person  wh6  is  going  to  default  oh  his  loan*  yet  he  Wants  to  enter  a 
freshman  and  needs  the  $»00  in  order  to  enter.  Now,  do  I  sit  and  make 
a  judgment  that  he  cannot  enter  because  I  think  he  may  be  a  defatiitetf 
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or  do  I  gaimWe  with  him  ?  Then,  of  course,  the  question  to  us  is,  what 
kind  of  stakes  do  you  Avant  to  gamble  with  in  the  Office  of  Education. 

I  thinkj  and  I  would  simply  make  this  suggestion  to  your  committee, 
that  this  is  an  issue  that  has  to  be  probed  considerably  so  that  all  of  us 
know  exactly  where  we  are  going  and  especially  in  the  "loan  of  last 
resort"  concept. 

Uv,  O'Hara,  Welly  I  am  going  to  have  a  lot  of  questions  about  that 
and  I  am  looking  forward  with  great  expectation  to  your  speedy  com* 
plotion  of  that  study,  because  1  liope  we  could  look  at  it  before  we 
rewrite  the  legislation. 

We  want  to  know,  oif  coui-se,  the  characteristics  of  the  borrowers  that 
default  jind  we  want  to  determine  how  many  defaults  by  type  of  in- 
stitution and  by  type  of  lender  and  the  rate  of  dropout,  what  influence 
di«pout  rates  have  on  this,  and  a  few  other  things,  because  I  think 
there  lare  ways  in  which,  working  together,  we  can  improve  tliese 
programs. 

Mr.  Moore.  Eight.  I  should  also  mention,  and  Miss  Hansen  reminds 
mp,  we  have  an  extensive  sample  study  underway  right  now  which 
will  be  finished  sometime  in  the  fall,  that  by  personal  interview  and 
qtiestionnaire  and  a  variety  of  other  techniques,  seeks  to  get  at  these 
very  questions  in  a  sample  of  banks  and  in  a  sample  of  defaulted  stu- 
dents as  well  and  we  hope  this  will  yield  some  more  grist  for  the  mill. 

Mr.  OlIlARA.  We  are  going  to  be  back  in  touch  with  you.  I  thank 
you  very  much  for  apjDearing  before  us  today  and  we  will  be  back 
in  touch.  In  foct,  we  will  be  in  rather  continuous  touch  for  the  next 
Several  months. 

Thank  you  very  much. 

Mr.  MooRK.  Thank  you,  sir. 

^  Mr.  O'Hara.  Tiie  subcommittee  will  now  stand  in  adjournment  un- 
til tomorrow,  same  time  and  same  place. 

[Whereupon  at  12 :16  p.m.  the  subcommittee  adjourned,  to  reconvene 
the  following  day  at  10  a.m.} 
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19  769  204 

8  176  644 

^  J2,250 
6,596.302 
127  424 


9,649 
996 
2,761 
39  363 
.  9  718 
147  109 

»7 

23,886 

6  961 
9,057 

72  127 

7  556 
2  494 
7  242 
9  843 
67  484 

6  112 
.2  797 
12  359 
17  764 

6  327 

•'I 


4,306,269 
11  051,631 
*  972, 029 
2,631,339 
47,635,548 
10  024,750 
174  06S  351 
6  803,064 
10  998,186 
29,042,566 
6  759  501 
8  839  128 
68  743,922 
8  338  687 
1,888,936 
7,510  917 
10  291  798 
65,150  647 
5,793,303 
3  053,59S 
13,675  749 
20  902  213 
6  1.  .'  929 
26  01/  027 
ll  3421452 

9»  310, 960 
32  602 
^  .52  135 
6,633  314 
127,987 


1  Does  not  include  fiscal  year  1966'^d  total ^. . , 
mb^U  330,068;  emount,  }248,494,027i  fiscel  year  i 


y»  butifi  Included  tn  the  oumutitlve  toUls,  N^tlonelly  tbi$6  imounted  ioi  fiieil  year  l^a?*^ 
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.QUARANTEfO  STUDENT  WAN  PROGRAM 
LOAN  VOLUME,  JULY  1,  1973,  THROUGH  APR.  30,  1974 


Number 


Amount 


National  totals   854,741  $1,033.863,169 

Alabama   7,256  7.826,290 

Atfl<5ka             -  .  153  264,409 

Arfc  5,  37  7,050.368 

Arkansas   2.804  A^^l^i 

CaHfornla   59.751  566, 845 

Colorado     i2.489  .      If.  352, 263 

ConnfiQlicu:   26.191  36'9§H?9 

Oelawaro   1687  i»H2'2iX 

^'!!^!^~  il:5EI  i:  I 

S^wt:::::::::::::::::::  |;i  :  :| 

aL-::::::::::::::::::  i? :  n  :|: | 

Indiana   18,799  24.109.153 

owr...  .  .  !•  *   10  798  12.782,094 

kansa  7:984  mjius 

Kentucky   6.232  MfM59 

Louisiana   5.892 

Maine   4,330  ,M?H?S 

Maryland   10.455  fig.  674 

Massacliusetts   26,620  35.120,660 

Montanr.::.::..:   2:503  2,374.844 


Number 


Nebrjiska   5,291 

Nevada...*..*   '35 

New  Hampshire   2.316 

New  Jersey   33,606 

New  Mexico   ,4,029 

New  York   115.604 

North  Carolina   3,705 

North  Oakola.,   ,5.697 

Ohio  ;   iV.?53 

Oklahoma   5, 342 

Oregon   6.Z45 

Pennsylvania   62.jM7 

Rhode  Island  •   7.087 

South  Carolina  >... .  Ii47l 

South  Dakota   4.850 

lennewee   10.  €42 

Texas   40, 223 

Utah   1.805 

Vermont   2,712 

Virginia   9.866 

Washington   7,841 

West  Virginia   3,593 

Wisconsin   29.037 

Wyoming   473 

United  Student  Aid  Fund,. 23.797 . 

American  Samoa   39 

Guam  *^   ^  11 

Puerto.Rico  *  ftOSS  . 

Virgin  IsWs   59 


Amount 


$6,571,998 

'  758.305 
2.472.911 

47»974.722' 
3.850.854 

145  056.207 
5  098.332 
6,071.978 

23.054.068. 
4.389.637 
6.400.993 

80.7^.533^ 
8.000.846 
1,411.336 
5.450,335 

12.641.980' 
46.751,04^ 

2  486.664 

3  030.625  ' 
U,648.27f 

9,395.389 

4  592, 164 
*  22  711,470? 

^  620,974 
27,077,612 
83  157 
10,350 
9»  154. 383 
83,63» 
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GUARANTEED  STUDENT  LOAN  PROGRAM 
NUMBER  OF  EUGI8LE  LENDERS  (BY  STATE),  CUMULATIVE  THROUGH  FEBRUARY  1974 


Total  lenders    All  banks'  Credit  unions  Other  lenders* 


National  total   19,307        U,982         2.433  1.89^ 

Watwma  :   2"  208  42  17 

Alaska   li  iS  i 

Arltona                                            .    ,§4  67  13  4 

Arkansas....   198  170  13  15 

Cat  ornla...  *  850  734  68  48 

cobrado.......:..::..::.   222  \^  ^  \\ 

ConneoHeut   675  252  389  34 

Delaware   38  35  2  1 

Olslrlcl  of  Columbia   44  13  19  l| 

av;:.\-:::::::::::::::::::::::r.:::::::::::::::  m  ^  1  ilf 

Hawaii..::::..  :..   144  »  loi  j 

Itt::::::::::::::::::::::::::::::::::::::::::::  li    ■  |  7  4 

isfc::::::::::::::::::::::::::::::::::::::::::::  ^|  .  |  g  .| 

Kansas  .;   TO2  587  W  « 

Kentucky   299     ■  259  21 .  19 

Lousana   329  236  71  ZZ" 

Maine   223       .    180  36  -7 

Maryland........   273  iff  i|  4 

Massachusetts   421  311  »  » 

Michigan                                             "    i§§  ?Sl  ^  ^ 

Minnesota   784  704  »  60 

Mississippi  ,   ill  111  S  51 

Missouri...,  r   Ul  ii  m 

Montana  ..f   Jfg  ill  Si  »r 

Nebraska  ■(...  «10  357  27  26 

Nevada   ,7  2  J  i 

New  Hampshire   115  101  A  W 

NewJersM   f«  262  ««  wz 

KlS^'oT-'::"::::::::::::::::::::::::::::::::  f  «5  U  2^ 

B&ia. ::::::::::::::::::::::::::::::::: .  m  }«  »  i 

oT?!!?.'':::::::::::::::::::::::::::::::::::::::  J"  i 

ofca.::::::::::::::::::::::::::::.:::.:.:::..:  .   sm  272  21  45 

Byj^vnii:::::::::::::::::::::::::::::::::::::::  1.2  i-ofi  g  i"- 

l?rkv.:.::::::::::::::::::::::::::::::::::::  §  .  4 

south  Dakota   .27/  225  M  " 

te*^— :•:-:•:::::::::::::::::::::::::::::  .  m  ?i  ifj  I 

fc::::::::::::::::::::::::::.::.:::/...::  i§3  77  2  5 

tt*  :::*::::::::::::::::::::::::::::::::  we  sm  «  w 

Kfc::::::::::::::::::::::::::::::::^  383  272  59.  » 

WestVlfjinIa   1?°  l||  ffi  U 

Wisconsin   W  'ji  88  H 

Wypmirtg   1  2  0  I 

auam.i  V  •••••  in  fin  1  9 

PiieitpRico  A   1  0  0 

Affler  can  Samoa   i  i  n  ft 

Virgin  islands   '  '  " 


f'AII  banks"  Include  National,  State,  and  mutual  savings  banks,  ... 
s  "Other  lenders"  include  savings  andloans,  insurance  companias,  aoademlo  institutions,  etc. 


o  •  X). 

ERIC  . 


ERIC 


fiUARANTE^O  StUD£NT  toAN  PROGRAM 
PERCENT  OP  LOANS  DISBURSED  BY  TYPE  OP  LENDING  INSTITUTION*  PISGAL  YCAft  1972 


Nfltional  and  Stdtd 
Mnks 


savings  and  loan 


FddSfdtsndSUtt 
erddit  unions 


Hlahar 
education 


Vooitlonal 
Aducation 


Mutual . 
savings  tanks 


Anyothar^ 


Number  Amount  Number   Amount  Number  Amount  Number  Amount  Number  Amount  Number  Amount  Number  Amount 


National  total. 


Alabama.. 

AiasKa.. ......*........•.•*••.«•*«••«*«  *• 

Aruons.....  «....*. 

AfKansas.*. ...... ....•.•..•«.«....« •...•« 

Catlfofnla.4.. ......... 

Colorado 

connoetlout*  a. .............. 

Dataware...  

p^st^^ctof  Columbia. 


.. ......A.... . 


8 dOfgiia.. ....A*.**. A...... . 
awaii...... 

Idaho.... .............. ................a* 

Illinois. ...... ...a.. ......... 

Indiana. 

iowa.«.«  «!..*.....  * 

Kansas  4  « 

Koniuoky.. .......... A .................... 

Lp  ulsiatia«. .... «.....« A. .................  • 

Maine....... 

Mafyidnd'...^..^.....***..*  AAAk'iAMAA^AA^i- 
Massachusetts.........**.******'******^** 


62.2 


76.0 
91.8 
94.4 
61.8 
70.7 
82.0 
39.7 

1:1 

S8.8. 

65.9 

25.3 

95.0 

3i.O 

68.2 

83.  S 

t4.9 
2.2 
95.1 
70i 
26.3 
S5.0 


9.3  10.2 


73.1  10.9 
92.8 


13.8 


94.0 

68.0 
67.1 
81.8 
37.1 
9^.8 

61.  S 
26.5 
93.6 
34.8 
69.7 
82.9 
84.2 
91.9 
95.7 
68.4 


1.8 

'  3.4 
7.8 

2l:l 

19^2 


2.8 

23.9 
2.3 
7.9 
B.8 
24.1 
22.4 

d 

3*7 
4.6 


i.2 

12.4 
4.7 

i.3 
2*3 

20.9 
55.1 


:? 


12. 4 

2.4 


3.6 


3.6 


1.8 


10.6  10.5 


8.6 


0.7 


3.6 


2.1 


10.8 
8.2 
2.8 
1.3 
2.4 

l\l 

I.  2 
5.9 

13.8 

iVx 
Lo 
,1.1 

II.  2 
3.6 
2.2 
1.8 
l\ 
9.8 
3.0 
4.1 


10.4 

1:1 

1.4 

2.8 

2.2 

>Z 
13.0 

^1:1 

1.2 

V 

J.  5 
10.3 
2.6 
4.4 


1.0  *6 

f.O        9.0  ••.«•«««••««««««. 

9  «5 


1.6 


r«4      8.5  •««..««4««.*ft».««««««««««««««i>«««****i*i 

•4        »5      36*9      38.1        8i5  9.6 

a2  .*1  it3  1.9  ik*2 
lt9         1.1  *1  *2  0.9  v*0 

*••**. ****••********••***••••*•••*•****•**••*• 

******** *•***•**•••••*••••*•***• 

 *  M.«      64.7       0O.3  •*i.*4*.«*«***««*«*«*****#*****i*» 

14.S       13.8  *3         *9  iJ 

A  5  46  •.«4..4L««*«....«4.4****«4.«««««4««.«4«««  *• 

t5  .«« .4. ««««««««««««w*«*****^^****''**** 

1.3        1<0   4.  

4. •.4***««*... 4**«|*«****»**|±*A********************* 
4.*.. .*..4*.4«..4«4««...**«44A«  18»3  ..«*«««««.«4«4«.4*.« 

.4. ..4.4^4.. A..    ..•.••A.««*4««««44  *9»2  •*♦*•••*.*••*******• 


*4 


36.8 


MlcMgan   8U  82.6  7.7  |.6  .    7.0  7.4       U  l.|  

Minnesota   71.7  71.3  23.7  27.3  .1         .1        4.S       1.3  i.*.  ra 

K'ufc™  ^i'l  18:5  'I'l  :     : srv  irr    d    d ::::::::::::::::::::    5:1  1:1 

11:1  el:!  il:i  lU  i§:l  i?:l 'a :r--".T::::::::::::::::::::"*--:r- 

|:? ;it ;|:o-  rr 2;:r-T2-  p;-::::::-::::::::::::: 35:5  3|:r::::::::::::::::::: 

NewJefSey...........   64.6  65.1  18.5-  19.1  1.2  1.3         M        1.9        2.8        3.5        9.5  9.1  

Hew  Mexico::..::   28.5  21.a  2.5  2.8  5.7  7.1      eiS   U  U 

HewYofk   55.5  65.0  9.7  9.9  .7         .7         .2         A         .7         .8       33.2       33.5  y.. 

NOflhCafollns   2.8  2.9  9.6  13.0   87.6  84.1 

NofmOakota   89.8  88.4  9.2  10.4  1.0  1.2  -.  

Ohio    ...   74.5  76.5  16.4  15.8  5.0  5.5        3.5        1.8         .  6         .  4  .«  

m^:::::::::^^  m  §1:9  leii  17.5  10.3  14    3.     1.5   10.1  7.8 

OfegOn  ;   94.7  78.1  4.1  10.7  .6         .8         ^3         .4  -  *  

m^^^^^^  84.2  84.1  5.1        5.1  1.7        1.7         .1         ,1         J         .5        f.l  8.5   

Rhode  Island   67.2  66.6    .7       A  t..i.«<^-..t£.£-     .A      .A      3*«3  31.8 

Soum  Carolina   48.9 

South  Dakota.   92.4 

Ksr??::::::::::::::::::::::::::::::::  Ji:!  m:?  u    u  m  iKs    zb    1:2    30:1    33:2::::::::::::::::::::  '  -  3.3 

Utah. ::..  :..  :::  ...:.:: :....-...  88.6  87,6  .9    1.0  10.2  10.9  3  .5  

Vetmonf...:.:..-.^^^^^^  W*»   2.1        1.8   13.8  14.0  

Wfa;:::::::::::::::::::::::::::::::  lU  ti  i2:f  12:  U    : q :r:::::::::::::::::::: 39:§  ivi  q n 

m^^^^^^^    92.1  91.7  5.5        5.4  2.1        2.6         ,  2         .  2  .1  .1 

Wsconsin.  ,   39.6  51.3  .     5.2        A4  2.6        3.7  *  4.6       8.4         .1         4I       47.8  z».i 

wSnL  .74.1  '72.2  8.Z        8:2  9.8        9.6    7,9    '  lO.O  


91.5         .4         .4        3.3        3.9    2.5       ,2.4  *  1.4  1.8 

71,5        5.2        6,2        7.4        8.0        6.4        4.3        9.6  11.3 


K"?:::::::::::::::::::::::::::::::::  mo  mo  

PuertORieo  ♦  98.1       97.8        1.5        1.6   *  4  ,5 


ft  "Any  othor''  Includai  Iniuranea  eompanlos,  diraot  State  loani,  bank  f undd,  Cfddit  corpofittonii  eollegi  foundAttona,  ate, 
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Prepared  Statement  of  M.  Robert  Carr,  Canoioatb  roR  Cowgress  From  thit 

Htatij  of  Michigan 

My  name  is  M.  Robert  Carr.  As  a  candidate  for  the  Congress  from  Michigan's^ 
Sixth  District  for  the  past  twenty-five  months.  I  have  listened  to  students  and 
parents  of  students  tell  me  of  the  liardship  they  face  in  financing  higher  edncatioii 
in  a  time  of  economic  uncertainty.  This  statement  contains  a  summary  of  what 
these  iieople  have  been  saying. 

They  are  questioning  the  wisdom  and  justice  of  an  educational  aid  system 
which  ,  ronilses  biat  doesn't  perform  for  the  vast  majority  of  Individuals  from 
middle  incomes.  Students  and  parents  alike  are  asking  why  the  adult  student's- 
hopes  for  a  college  education  must  be  linked  to  the  government's  opinion  of  the 
financial  ability  of  the  parent.  They  are  askUig  why  the  government  can't  recog* 
niise  liimncial  independence  when  it  occurs  rather  than  two  years  later*  They 
are  disgusted  wltli  federal  requirements  that  punish  rather  than  reward  the 
efforts  of  students  to  help  themselves  with  part-time  jobs  and  in  the  procesg  force 
greater  loan  dependence.  They  arq  frustrated  at  the  general  lack  of  availability 
of  funds  for  student  financial  aids  .and  work-study  projects.  They  wanj;  to  know 
why  the  Congress  can't  do  something  to  revitalise  the  guaranteed  loan  program 
which  has  come  to  a  halt  in  the  midst  of  rising  interest  ratea 

Underlying  these  specific  complaints  about  student  financial  aids  is  their  pro- 
found questioning  of  a  government  which  judges  an  investment  in  education  as^ 
inferior  in  return  and  benefit  (not  to  mention  economic  impact)  to  investments  in 
military  hardware.  They  have  registered  with  me  their  dissatisfaction  with  token 
commitments  to  the  assistance  in  financing  education.  They  are  demanding  a 
reordering  of  our  nation's  priorities. 

I  ask  the  Special  Subcommittee  on  Education  to  consider  this  written  state- 
ment as  additional  evidence  of  the  need  to  relax  the  criteria  for  the  demonstra- 
tion of  financial  independence,  to  cease  the  penalissing  of  student  self-help,  part-^ 
time  work  efforts  to  create  a  new  method  of  supplying  funds  to  the  guaranteed 
student  loan  program^  and  to  generally  consolidate  and  expand  the  availability 
of  student  loans  and  work-study. 

For  the  subcommittee's  background  the  sixth  district  of  Michigan  is  a  middle 
income  district :  of  its  families  earn  less  than  $15,000  per  year  and  the  median 
Income  is  around  $11*000*  Currently  the  economic  condition  of  the  district  is 
poor.  Our  dominant  industry  is  automotive,  and  while  industry  spokespeople  pre* 
diet  improvements^  the  district's  economy  is  on  its  back.  Our  families  are  being- 
buffeted  by  11%  inflation  and  10%  unemployment.  In  addition  two  major  striken 
have  pushed  our  out«of-work  force  to  near  15%*  Reductions  In  earnings  tojgrethe^ 
with  rising  prices  and  a  tight  job  market  all  add  up  to  a  troublesome  situation 
for  the  average  family. 

But  added  to  that»  the  district  also  has  the  fourth  largest  student  population 
of  any  district  in  the  nation  (46,000)  *  Most  of  these  students  are  at  Michigan  State 
University  in  Kast  Lansing.  However,  Jackson  Community  College,  Lansing  Com- 
munity College  and  Spring  Arbor  College  have  significant  enrollments. 

It  is  not  surprising,  then,  that  financing  ah  education  In  the  midst  of  job 
scarcity,  high  prices  and  evaporating  student  financial  aids  is  having  a  depressing- 
effort  not  only  on  the  Alrtiady  imt  economic  condition  of  the  area,  but  more  im* 
portantly  on  the  hopes,  aspirations  and  dreams  of  the  students  and  the  parents 
of  students  of  modest  or  low  financial  capacity* 

Conversations  I  have  had  with  the  parents  and  students  point  to  three  re^ 
cUrring  dtfilcultles  with  the  present  federal  student  loan  programs,  one  is  the 
assumption  the  federal  law  nmkes  as  to  the  desire  or  more  frequently  the  ability 
of  parents  to  help  finance  their  children's  higner  education  and  the  correspond* 
ing  lack  of  a  way  out  for  the  student  through  claims  of  financial  independence. 
Second  Is  the  penalty  students  must  pay  if  they  work  to  supplement  their 
financial  aid.  Third  Im  the  inability  of  the  private  banking  sector  to  devote  mt* 
ficient  funds  to  the  student  loan  market  in  view  of  the  present  Interest  rate 

Accordingly,  the  Congress  must  move  to  test  the  student's  financial  Indepetid* 
ence  from  the  student's  point  of  view  rather  than  the  parents.  Likewise,  it  must 
stop  penalising  student  self  help.  In  addition  the  Congress  must  give  active  cmi- 
sideration  to  the  creation  of  a  new  stttdent  loan  program  based  on  a  trust  fund 
concept  to  guarantee  the  avallrtbllity  of  funds,  particularly  during  times  and 
at  those  locations  of  economic  instability* 

Two  actual  case  histories  that  follow  should  serve  to  illustrate  the  need  t& 
relax  the  present  criteria  for  financial  independence.   ^       ^     .  .    . . 

Mary  Oust  is  a  sophomore  at  M.S.tt.  in  child  development  and  teAchlng.  She 
is  paying  her  own  way  through  school  because  her  parents  are  completely  un- 
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^able  to  h(jlp.  (Her  parents  Uvo  on  liei*  father's  pension  us  a  i*etlred  Detrult  police^ 
4wan)« 

Mary  saved  money  during  high  school  and  has  wotkod  summers  to  meet  her 
♦educational  expenses.  This  jnoney,  along  with  $1,200  In  loans  and  grants  during 
her  freshman  year  and  $900  during  her  sophomoi^  year  have  sufficed  until  now. 

But  now,  with  her  savings  depleted,  Mary  Is  trying  to  get  hiove  loan  support 
for  her  Hnal  two  years  of  college.  She  can  only  qualify  for  the  money  h\\^  needs 
by  flllng  as  Independent  of  her  parent's  support.  Mary  satisfies  the  present  re- 
^qutrements  that  her  parents  do  not  take  her  as  a  dependent  on  their  tax  return 
and  she  has  not  received  more  than  $000  from  them  In  the  past  year^  But  the 
third  federal  requirement  Is  that  the  applicants  cannot  have  lived  with  their 
;parents  for  more  than  two  weeks  during  the  past  year.  To  Mary  that  means 
that  she  cannot  live  at  home  thin  summer  If  she  hopes  to  get  a  loan  as  a  flnanclal 
Independent  In  the  fall.  But  In  doing  so,  additional  amounts  she  will  qualify  for 
($400)  will  roughly  offset  the  Increased  living  expenses  required  to  gain  the 
llnaitclally  independent  status.  Either  way,  Mary  Is  trapi)ed  and  cannot  plan  on 
having  the  $3,000  she  needs  for  her  third  year  of  college. 

Mary  could  drop  out  of  school  and  work  for  awhile  to  get  the  required  funds 
but  that  would  l)e  an  exiwusive  alternative  as  well,  Mary*s  parents  have  now 
^noved  out  of  state  and  if  She  drops  out  for  more  than  one  term^  she  runs  the 
H^k  of  being  reclassified  as  an  out-of-state  resident  and  her  tuition  will  Increase. 

While  suspensions  of  an  educational  career  are  not  always  as  financially  det- 
rimental, many  students  report  that  a  financially  forced  drop  out  is  almost  al- 
ways detrimental  to  educatlotml  objectives.  Courses,  particularly  In  the  junior 
and  senior  yeai'S,  arenH  always  repeated  and  must  be  sequenced,  It  can  take  as 
long  as  a  year  to  resequence  an  educational  program,  In  the  meantime  study 
Jiabits  can  atrophy  and  grades  can  drip  as  the  student  strains  to  (iompete  with 
others  of  greater  educational  continuity.  In  addition  the  probability  of  re-entry 
and  graduation  diminish  as  well  as  the  educational  Investment.  In  any  event, 
the  uncertainty  of  student  flnanoial  aids  and  economic  condition  produce  an  uu- 
-Welcome  roulette  that  has  a  detrinu>ntal  effect  on  the  edttcatlonal  process. 

^hlrlee  Busetto,  a  Junior  at  M.^.IT.  had  another  problem  with  the  federal 
•dependency  regulation.  Her  loan  application  as  a  financial  Independent  was. 
denied  because  her  parents  had  taken  her  as  a  dependent  on  tHlv  federal 
Income  tax  return  the  previous  yt^ar.  Yet,  at  the  time  Sirirlee  was  on  her  own 
financially.  Without  th^  student  loan  she  had  to  drop  out  of  school  and  work  to 
tiet  the  Jiecessary  money. 

Shlrlee  is  now  back  Ih  school  and  is  a  Resident  Advisor  of  her  dormitory* 
Site  reports  that  nmtty  of  the  women  oti  her  fionr  have  coutiseled  wltli  her 
.nbout  the  same  problem.  Essentially  the  sttident  is  frequently  trapped  between 
the  power  of  the  federal  financial  independency  guidelines  and  the  power  of 
the  pareiits  over  Income  tax  returns. 

While  no  doubt  there  is  some  tax  return  cheating  Involved,  tlie  greatest  prob^ 
lem  is  the  burden  the  Independency  guidelines  imi)ose  on  parents  to  anticipate 
the  financial  indepemtenc.^  of  their  children, 

There  Is  also  an  emotlotuil  aspect  to  the  problem.  Many  children  are  ready 
and  willing  to  assert  financial  independence  earlier  than  their  parents  are  will- 
ing to  grant  it.  But  it  is  understandable  that  the  student  may  not  to 
ilght  the  parent  over  the  parent's  tax  return  where  the  parent  has  the  final 
vord.  But  failure  to  do  so  can  be  fatal  If  the  federal  guideline  for  financial 
Independence  Is  to  be  relied  upon. 

Siiiriee  also  reports  tlntt  imother  related  problem  is  frequent  among  the  stu- 
dents she  counsels.  Oft^n  the  student  Is  tknable  to  gain  the  cooperation  of  the 
t>arent  in  filling  out  the  required  I^rent's  Confidential  f^tatement  form.  Some 
parents  consider  such  a  request  by  goverimient  an  unwarranted  Infringement 
on  their  right  of  privacy.  In  the  end^  of  course,  the  student  is  hurt  through,  no 
fault  of  his  or  her  own. 

The  federal  guidelines  for  flnanclrti  Independence  certain  other  unwarranted 
assumptions  about  the  role  of  t)arents  In  financing  an  education,  often  such 
assumptions  create  hardship  for  ^Ittdents  thrmtgh  restrictions  on  eligibility  for 
student  loans.  Tliese  gttldellnes  must  be  relaxed  or  preferably  abolished  to  tnake 
flnanclal  Indeimndence  attainable  by  sworn  declaration.  lt*s  time  the  Congress  s 
1)  drop  the  i>femtse  that  parents  are  prinmrlly  resimnstble  for  financing  their 
children's  higher  education  and  2)  recognisic  the  student's  right  to  declare 
«nanclaHndependence.  ,       *  * 

Ms.  Busetto  has  another  eqitttlly  scrlofis  problem.  Because  she  receives  federal 
student  flnanclal  aid  she  Is  restricted  on  tl*e  amount  of  mon^y  she  can  earn  on 
^  part4tme  job.  Over  a  certain  amount  she.  either  has  to  quit  her  job  or  pay 
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hei«  pftrt-tiine  wage  to  tlio  .sturtont  llimnclal  ttUl  office,  It'?;  not  sun^rising  tlmt  the* 
pveseiit  systoiii  la  fact  gives  incentive  not  to  \\qi%  Thi»  counter  pi'oauctivlty 
is  coiapounded  when  the  present  law  allows  the  llnanclal  aid  director  to  in- 
cveaso  the  amount  loaned  to  «uch  n  student  but  cannot  allow  that  student  to 
work  for  it  In  the  meantime,  students  able  to  get  along  without  federal  financial 
aids  can  get  |mrt41me  jobs  and  society  puts  them  on  the  back  for  their  flue  eflfovt^- 
The  present  requirements  stand  traditional,  proven  social  values  on  their  head. 
The  Congress  must  alloW  students  to  work  to  umke  ends  nu;et  above  their  aid 
level  and  stop  forcing  them  into  additional  Indebtedness.  .  ,  .  ^ 

The  t-lilrd  major  problem  voiced  by  the  students  Is  the  general  lack  of  avail- 
ability of  sulHclent  funds  for  the  guaranteed  hmn  program,  Ouv  present  reliance 
on  the  private  sector  is  misplaced.  At  Michigan  State,  nearly  300  students  in 
less  than  six  months  were  turned  down  by  at  least  two  banks,  ,  ,  . 

As  you're  already  aware,  banks  are  having  a  hard  time  making  student 
loans  available  at  current  Interest  rates.  Ken  Westlake,  an  M.S.TJ,  student,  did 
some  research  for  me  at  out  local  banks.  Attached  is  a  copy  of  his  report.  In 
sum,  these  banks  experience  the  relative  nnprofltablllty  of  lending  students 
and  therefore  imimse  obstacles  in  front  of  appliennts  for  guaranteed  loans. 
These  Include:  a  student  and/or  his  or  her  parents  must  have  an  account  iii 
the  bank,  sometimes  for  a  specliled  period  of  time;  the  student's  family  must 
have  a  good  credit  rating ;  the  student  must  be  an  upper-classiierson,  thereliy 
eliminating  those  attending  junior  colleges  from  consideration;  or  the  student 
must  be  a  graduate  of  a  high  school  located  in  the  bunk's  area,  These  precondU 
tlons  make  the  student's  task  of  obtaining  educational  loans  even  more  difficult. 
Again,  I  refer  yoU  to  the  attached  summary  of  local  banks*  pertinent  credit 
policies. 

iPubllc  Law  O.V26()  did  amend  Section  2(a)(7)  of  the  Emergency  Student 
Loan  Act  of  1D«1>  to  extend  through  the  next  fiscal  year  the  Secretary  of 
HBW's  authority  to  prescribe  a  "special  allowance"  interest  supplement  beyond 
the  statutory  7%  ceiling.  How*ever,  the  existence  of  such  discretionary  liowei*^ 
does  not  assure  its  full  exercise.  Here  in  mid-Michigan,  according  to  Mr.  Henry 
Dykema,  Director  of  the  OfBce  of  Financial  Aids  at  Michigan  State  University,, 
the  special  allowance  of  2%%  leaves  our  banks  short  of  the  area**S- 
current  prime  interest  rate  of  11%. 

Air.  Dykenm  agreed  that  despite  the  intangible  value  of  the  guarantee  on 
student  loans,  the  lower  rate  of  return  dispels  any  illusions  that  these  commit* 
ments  are  justifiable  except  from  a  public  relationiis  standpoint.  He  added  that 
the  contemplated  leglslatloh  authoriijing  a  special  allowance  of  up  to  4%  would 
not,  in  his  view,  be  a  panacea. 

Such  conditions  have  forced  banks  to  put  their  responsibilities  to  their  deposi- 
tors ahead  of  student  loans. 

As  a  Solution,  the  Cotigress  should  consider  the  establishment  of  educatlonat 
loan  trust  funds  administered  by  the  states.  Such  state  trust  funds  could  act  upon 
the  loan  recommendations  of  colleges  and  univerftities  while  assuthtng  the  admin* 
Istrative  burdens  of  collection  and  accountability  to  the  federal  government. 

Congress  would  provide  funds  to  the  U.S.  Ofilee  of  Education  on  a  demonstratiottj 
project  basis.  State  trust  funds  for  student  loans  would  be  financed  on  a  matching 
fund  formula. 

There  Would  be  spinoff  benefits.  Federal  inspectors  wovdd  enjoy  far  easier  access 
to  the  records  of  60  states,  as  opposed  to  S.OOO  educational  institutions  which  can't 
be  reached  on  a  regular  basis.  Control  by  the  federal  government  could  be  reduced 
to  the  barfe  essentials  of  interest  rates,  repayment  periods,  and  non-discriminatory 
administration.  Various  loan  programs  could  be  consolidated  under  the  direction  of 
the  state  trust  funds,  with  great  savings  potential.  Loans  could  be  more  easily 
nmdo  to  students,  and  on  a  wider  scale  as  well.  Interest  rates  could  be  cut,  since 
profit  Would  be  eliminated  as  a  componenti 

As  repayments  gradually  begin  to  offset  the  outflow  of  money  for  hew*  loans, 
the  trust  funds  Will  increasingly  pay  their  own  way.  Federal  seed  money  expendl* 
urea  will  correspondingly  diminish  and  hopefully  come  to  an  end.  Ultimately,  th& 
state  corporate  trust  funds  should  become  completely  Independent. 

Obviously,  other  reforms  are  important  as  well.  All  student  loans  should  be^ 
consolidated  into  a  unified  tu'ogram  with  unified  eligibility.  Students  and  loan 
administrators  rightfully  compain  that  the  coinplexity  of  programs  and  the  differ* 
ences  in  eligibility  create  confusion,  misunderstanding,  and  even  anger  on  the 
part  of  students  struggling  to  get  financial  aid  for  their  education.  They  need  tho 
help  of  this  subcommittee. 
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PoUoles  of  Imsinff  Area  BanJis-^^JIifftier  BdnoaUon  loms 

AMfettlOAN  BANK  ANO  TBUS^r  01?  UNSINO 

(1 )  individual  or  his  ot  her  family  must  have  an  account  with  the  IrnuU. 

(2)  Prospective  college  must  be  ai\  eligible  iD^tltutUm  (Virtually  all  Michi- 
gan $<»Uapls  are  ollglMe). 

;  (8)  All  levels  of  pitudents  are  eligible,  but  upperclas^iiersons  get  priority,  as^ 
there  a  set  designated  amount  of  funds  earmarked  by  the  bank  for  the  pro* 
gram. 

BANKOPCOMMEHCEOFIiANflXNa  ^ 

(1)  If  parents  claim  the  student  as  a  dependent,  the  family  must  reside  In 
the  Lansing  area  for  two  consecutive  years.  If  the  student  is  Ihdetiemlent,  he  or 
she  must  ho  a  resident  of  the  liuusing  area  for  two  consecittive  years. 

( 2 )  A  student  in  any  grade  level  is  eligible. 

(3)  If  student  has  declared  a  need,  he  or  she  needn't  have  an  aceoimt  with  the- 
bank.  If  student  has  not  declared  a  need,  he  or  she  is  required  to  maintain  a 
checking  account  with  the  bank  to  facilitate  easy  withdrawal  of  Interest  pay* 
ments. 

BANK  or  UNSINO 

(1)  i?arents  are  usually  customers  of  the  bahk  ("The  loan  is  a  goodwill  ges- 
ture**).  Student  must  be  a  customer. 

(2)  Student  must  ben  sophomore  or  higher  in  standing. 

(3)  Loan  must  be  used  at  an  institution  in  Michigan. 

MlOillOAiJj  NAtlONAT^  BANK 

(1)  Student  or  his  or  her  parents  must  be  a  deposit  customer  of  one  year  or 
there.  .  , 

(2)  Student  must  be  at  least  a  Junior  a^  a  four^year  institution  or  a  second* 
year  student  in  a  junior  college. 

(3)  The  bank  has  not  made  any  loans  to  studentis  who  had  not  previously 
taken  out  loans  with  it  since  August  of  1.078  because  of  hlfih  interest  rates. 

rittST  NATIONAt  BANK  OP  EAST  tANSJNO 

(1)  Student  or  his  o)r  her  parents  must  be  a  one-year  customer, 

(2)  Local  high  school  graduates  are  preferred. 
(8)  Student  must  be  a  Junior  or  higher, 

(4)  No  loans  to  students  who  had  not  previously  taken  out  loans  with  It 
have  been  given  In  several  months  because  of  high  interest  rates* ' 

KAS1*  tANSmd  BANK 

( 1 )  Student  or  his  or  her  parents  must  be  a  customer  of  the  bank. 

(2)  Student  must  be  a  local  high  school  graduate. 

(8)  Freshmen  loans  are  one  term  at  a  time  to  avoid  students  getting  tied  to* 
ft  long-term  debt. 

(4 )  No  loans  to  students  who  bad  not  previously  taken  out  loans  with  it  ate  no^^^ 
given  because  of  high  intereist  rates. 

jmtc^on  Area  Bank^ 

.  MJtOWm  BAN« 

Student  or  parents  must  have  tin  account  ^ 
Doe^  ttdt  partlcli^ate^  although  It  ohc6  dld» 

blTV  BANK  OP  (fAtitmti 

Slaoh  [School  is  allotted  eertain  amounts  to  be  loaned  and  no  mm  fkf ter  that 
amount  is  exhausted  (in  soMe  cases  not  enousth  loan  money  Imu  been  set  a^ide^ 
f or  all  Indtvidualii  who  need  It)  < 
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STUDENT  FINANCIAL  ASSISTANCE 
(Student  Loan  Programs) 


WEDNESDAY,  MAY  89,  1974 

House  OP  RmESENTATiVEs, 
Special  SuBcx)MMi'mE  ON  Eduoahon 

OP  TIIE  CoMMllTEE  OU  EDUCATION  AND  LABOR, 

Washington^  2},C. 

The  subcommittee  met  at  10  a.m'.,  pui-suant  to  i-ecess,  in  room  2261^ 
Raybuni  Houf<e  Office  Building,  Hon,  James  O'Hai'a  (chairmaiJi 
of  the  subcommittee)  presiding. 

Present :  Representatives  O'Hara,  Ix»hman,  and  Dellenback. 

Staff  t  A.  C.  Franklin,  counsel  I  Elnora  Teets,  clerk, 

Mr.  O'Hara.. The  Special  Subcommittee  on  Education  will  come  to 
order.  This  morning,  the  subcommittee  continued  its  hearings  on  the 
loan  component  of  tlie  student  financial  assistance  package. 

Before  turning  to  our  witnesses,  I  would  like  to  put  a  success  story 
in  the  hearing  record.  Last  month)  action  by  this  Subcommittee  and' 
our  counterparts  in  the  other  body  led  finally  to  the  enactment  of 
Public  Law  9a-26D,  by  which  the  nefeds  analysis  required  of  applicants 
for  interest  subsidy  under  the  Cruaranteed  I^an  Program  was  removed 
for  families  with  adjusted  incomes  of  $16,000  or  loss.  While  none  of  us; 
expected  that  change  in  the  law  to  remove  all  the  problems  families  are 
having  in  securing  loans  for  their  kidsV  college  costs,  it  was  very 
gratifying  to  me  to  receive  this  week  a  letter  from  one  citisien  who  has 
already  been  able  to  benefit  from  the  provisions  of  that  new  amend- 
ment, I  ask  unanimous  consent  that  the  letter  from  Mr.  Rudolph 
Pearson  of  Worcester,  Massachusetts,  be  made  d  part  of  the  hearing 
record  at  this  point, 

(The  letter  referred  to,  from  Mr,  Pearson  appear  on  page  110)  i 

We  began  this  segment  of  our  hearings  yesterday  with  testimony 
from  Dr,  John  Phinips  and  Mr,  James  Moore  of  the  Office  of  Edu- 
cation who  spoke  about  the  history  and  status  of,  the  national  direct 
student  loan  program  and  the  guaranteed  loan  program,  respectively. 

The  subcommitee  has,  of  <!Ourse,  been  involved  in  looking  at  tliC' 
guaranteed  loan  program  in  the  immediate  past,  having  held  tJie  hear- 
nigs  wl  'ch  culmmated  in  the  enactment  on  April  18  of  Public  Law 
93-26D,  legislation  to  liberalise  access  to  intcrest-subsidisjcd  guaran* 
teed  loans.  But  at  the  time  that  particular  legislation  came  before  the 
Hoxm  1  reiterated  my  belief  that  we  had  to  take  a  long-range  look 
at  the  whole  loan  program  as  a  part  of  these  proceedings. 

h\  the  material  whlcli  has  been  placed  before  the  members  of  the- 
subcommittee  and  1  ask  unanimous  consent  that  these  documents  be: 
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printed  at  an  appropriate  point  in  tlie  hearing  record,  I  have  directed 
the  staff  to  place  a  compilation  of  the  legislation  dealing  with  loan 
programs,  I  nave  also  obtained  from  the  National  Conncilon  Higher 
Education  Loan  Programs  a  copy  of  its  issue  paper  of  last  fall  \vluch 
;pscwsses  in  considerable  detail,  many  of  the  problems  we  will  have  to 
;«Ottsidcr  in  the  course  of  our  work  with  title  I  v . 
\  The  text  of  that  paper  can  also  be  found  in  the  printed  record  of 
diir  earlier  loan  hearings.  We  will  hear  today  from  several  witnesses 
who  have  been  asked  to  speak  from  their  experience  in  the  operation 
of  loan  programs.  We  will  begin  with  Mr.  Lucius  ?•  Gregg  of  the 
First  Chicago  University  Finance  Corp. 

Mr.  Gregg,  we  would  appreciate  it  if  you  would  step  forward  and 
take  a  place  at  the  witness  table  and  give  us  the  benefit  of  your  ex- 
"l)erience  in  the  operation  of  the  program. 

;$TAT£MEKI  OF  IVOIUS  F.  aHEOG,  JR.,  FRESXDEMT,  FIRST  CHICAOO 
tJNIVERSITY  FINANCE  CORE 

Mr*  Grego.  Thank  you  very  much,  Mr.  Chairman.  I  am  pleased  to,be 
here  and  to  have  this  opportunity  to  make  a  few  comments  regarding 
our  experiences  with  the  student  loan  program.  I  would  like  to,  with 
your  permission,  ask  that  my  letter  of  March  21  be  used  as  a  letter  of 
record  and  whftt  I  would  like  to  do  in  a  few  minutes  if  I  could,  is  to 
comment  on  some  of  the  items  raised  in  the  letter  and  to  add  whatever 
additional  information  might  be  appropriate* 

Mr.  O^Haka.  Mr.  Gregg,  without  objection,  the  text  of  your  March 
21  letter  will  be  inserted  m  the  record  at  this  point  and  prm  ted  in  full 
in  the  record  and  we  appreciate  your  comments. 

Mr.  GiifiGO.  Thank  you  very  much. 

f  The  letter  referred  to  follows^! 

t^St  OHIOAdO  UNlVtSttSlTV  PlKANCfl  COBP. 

OMcag^i  ttlf  March  i9U^ 

Hotii  JAum  0.  0*HAnA» 

'Chatnnant  Special  Suhoommtttee  on  MucaUoHt  House  Ommltke  on  Mucatton 
and  Laht^^      Some  of  RepmentaHves,  WaBMnfftottt  D.O. 
DtiAtt  CdNOftESSMAN  O'HakA!  1  ttttt  Writing  m  a  former  university  udmlnlstra* 
tor,  nnd  now  a  banker,  rogarding  the  problems  facing  thd  Quatanteed  Student 
Lonn  Program. 

My  most  recent  view  of  this  program  Is  based  primarily  on  enorta  at  First 
Chicago  University  Finance  to  assure  students  better  access  to  guaranteed  loans. 
During  the  pant  year»  we  have  i^ought  to  assist  approved  college  and  university 
lenders  by  providing  the  funds  and  loan  servicing  to  meet  their  student  loan  needs 
under  government  guidelines.  Our  arrangement  now  encompasses  20  major  eo\* 
leges  and  universities  for  loan  commitments  of  $20  million  to  meet  this  year's 
needs.  During  calendar  year  19?4»  we  wlU  seek  to  assist;  60  colleges  and  univer^ 
sitles  for  annual  amounts  of  approximately  $60  million  to  be  used  starting  with 
the  fall  acad&mic  year.  For  those  who  choose^  we  also  stand  ready  to  service 
their  student  loans  through  bllllngi  collection,  and  loan  accounting. 

As  you  knoWi  in  the  last  few  years  an  Increasing  number  of  higher  educational 
Institutions  (160  to  date)  have  sought  und  received  approval  to  lend  tinder  the 
VlHh  Programi  A  few  have  preferred  to  use  in^house  funds  and  loan  servicing 
•capability.  Other  Institutions  have  chosen  Instead  to  borrow  funds  If  suitable 
arrangements  c6uld  be  made^and  to  contract  for  loan  iicrvldng*  If  this  course 
could  better  meet  the  standards  of  professionalism^  rellahlltty»  and  costi 

For  many  schools,  the  ability  to  lend  Is  a  necessity  and  not  a  lustury  since 
they  are  Increasingly  dependent  on  tuition  to  meet  yearly  expenditures.  Student 
^financial  aid  Is  a  major  source  of  tuition  for  the  moderate  and  lower  Income 
•students  they  seek  to  educat6>  and  the  QSL  program  Is  rapidly  becoming  a 
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•critical  fraction  of  tuition  aid  for  many  students,  Thus,  to  assure  the  avallablUty 
of  this  aid  each  year,  more  and  more  schools  are  deciding  to  he  a  source  of 
government  gtmranteed  loans  for  enrolling  students— either  as  a  preferred 
source  (iBrst  resort),  or  as  a  **lAst  resort",  lending  ohly  to  those  who  are  turned 
down  by  one  or  more  banks* 

If  properly  regulated  and  supervised,  the  school  lender  can  be  a  mo  jor  strength 
to  Flfihf  In  many  ways  it  can  bo  a  more  effective  lender  than  a  financial 
institution,  but  It  likewise  can  have  weaknesses  as  a  lender  which  must  he  under* 
stoiHl,  The  obvious  challonge  Is  to  take  advantage  of  the  strengths  and  to  com* 
pehsate  for  the  weaknesses. 

THE)  ORBIAT  CUASIi) 

In  general,  the  emergence  of  the  school  lender  results  from  a  growing  phe* 
Jiomenon  wlilch  seems  to  characterize  the  GSIiP ;  we  call  it  Vhe  Great  Olme, 
Students  are  chasing  loans,  and 

Lenders  (or  government  guarantors)  are  chasing  students. 

Either  one  could  be  the  downfall  of  a  program  which  has  demonstrated  re* 
tnarkable  growtli  In  both  volume  and  Importance  to  students. 

Tills  program  tries  to  serve  many  masters  Including  a  diversity  of  students, 
schools,  and  lenders--each  with  different  needs,  interests  and  capabilities.  Un« 
fortunately,  this  program  tries  to  flerve  these  different  masters  with  tJte  same 
procedures.  In  a  real  sense,  the  attempt  to  maintain  iinlform  regulations  In 
the  face  of  such  diversity  can  serve  to  aggravate  ratlier  than  dlmlnsh  the 
tiroblems.  The  end  result  is  that  symptoms  are  often  treated— not  causes.  And 
it  is  these  causes  that  help  "fueP'  the  Great  Clmse. 

Stuilenta  clutHing  loans:  iVfto  payat 

Many  students  who  need  loans  do  not  qualify  and  many  who  qualify  for 
tiSLP  are  simply  unable  to  obtain  loans.  This  lack  of  access  highlights  two 
Inescapable  and  fundamental  questions  lying  at  the  root  of  the  problems  facing 
the  GSL  program: 

1.  Whom  Is  GSLP  to  serve? 

2. 1-Iow  can  lenders  be  encouraged  to  participate? 

€onsequenm  to  students 

As  you  know,  there  is  much  confusion  in  the  marketplace  regarding  ioliom 
thii  program  is  intended  to  serve,  1  believe  most  people  will  agree  that  eligibility 
seems  to  be  based  on  the  difference  between  total  educational  cost  and  other 
nvaitable  funds.  From  this  point  on,  however,  confusion  abounds.  Lenders  are 
told  to  use  judgment.  But,  they  are  likewise  told  that  loan  guarantees  and 
insurance  can  be  invalidated  later  If  their  Judgements  are  deemed  unreasonat)le. 
Obviously,  a  clearly  understood  Dollcy  on  student  eligibility  Is  Urgently  needed* 

Once  eligible,  though,  the  chase  is  on.  Student  demand  far  exceeds  the  supply 
of  loan  funds  now  available  from  financial  Institutions.  Tlie  notion  of  equal 
student  access  for  the  full  eligible  loan  amount  Is  virtually  non-ekistent 
throughout  a  substantial  portion  of  the  country. ' 

While  it  is  difflcult  to  identify  the  exact  consequences  of  not  getting  a  loan, 
some  evidence  Is  beginning  to  accumulate,  An  Increasing  number  of  the  willing* 
but-unable  families  are  seeking  installment  loans  and  second  mortagages;  still 
others  kve  discouraging  younger  siblings  from  thinking  of  going  to  college 
t)eeause  of  the  unttsual  iltmnclal  burdens  presently  being  faced  with  older 
brothers  or  sisters.  As  for  the  students  themselves,  a  growing  number  who  stlU 
seek  to  enroll  are  borrowing  Increasingly  from  less  desirable  sources— thus 
Increasing  future  debt  management  problems*  Others  are  working  more  and 
delaying  graduation.  A  sl5{able  number  of  cases,  (22%  according  to  studies  by 
the  College  Sctiolarshlp  Service),  demonstrate  that  the  enrolled  student  is  im« 
posing  an  excessive  bttrden  on  the  family  by  removing  earning  eapablllty,  par* 
tlcularly  for  the  poor  families.  It  is  ironic  that  those  students  and  parents  who 
persist  face  consequences  of  uncertain  eligibility  and  uncertain  availability  of 
Adequate  guaranteed  loan  resources^ 

Oonscfjimces  to  colteffes  and  unlmrsltles 

Colleges,  too,  bear  the  consequences  of  the  CfitASB.  Certainly  GSLP  exists 
primarily  to  serve  students,  but  its  impact  on  colleges  cannot  be  ignored.  Fot*  the 
•college  which  seeks  to  serve  all  deserving  students,  the  availability  of  thd  QHW 
is  as  important  to  the  school  as  It  is  to  the  student. 
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One  clear  leuson  of  tJie  recent  flnnnelnl  erlsls  for  private  higher  education,  a» 
one  example,  has  been  the  need  to  stnblii55e  Income  and  to  control  costs,  The  call 
to  manage  the  institution  In  a  more  business-like  way  has  come  from  friend  and 
foe,  Thus,  it  Is  not  surprising  that  a  growing  number  of  institutions  seek  to  lend 
to  assure  students— and  to  be  assured— of  adequate  USl*  availability  for  students 
Wishing  to  borrow. 

AND  tENPRKS  m  Ot^AaANTOftS)  OltASK  STUOKNTS 

Much  hn«  alroady  been  said  about  the  problems  facing  ilnandal  Institutions 
in  seeking  successful  student  repayment,  Thl«  may  be  the  most  serious  longn^un 
problem  facing  guaranteed  loans;  and  it  may  in  large  part  account  for  uncertain 
availahlUty. 

Many  students  are  unahle  to  pay,  and  still  more  are  unwilling  to  pay.  Some 
students,  as  in  all  forms  of  consumer  lending,  will  do  everything  to  avoid  any 
payment ;  but  there  is  Increasing  evidence  that  our  procedures  in  common  use 
aren't  very  effective  either,  In  a  real  sense,  it  Is  plausible  that  the  lending  growth 
of  the  prograni  has  outstripped  the  development  of  effective  admitdstratlve* 
procedures. 

If  the  objective  is  to  increase  tlie  availability  of  funds  to  students  at  the 
lowest  overall  cost,  one  of  the  inost  Important  problems  to  address  is  the  growing: 
number  of  wllUul  defaults  and  delinquencies. 

i^EbWiw  triic  oitAsc 

In  any  discussion  of  GSLP,  It  isif  impefeitjve  to  view  it  broadly  as  a  dynamic 
system  and  as  a  distinct  part  of  a  iinntidat  capital  market  with  Unite  resourci^s 
and  competing  demand?^.  With  such  ii  view,  we  believe  that  a  few  uncomplicated 
changes  In  the  program  caii  result  In  no  lei^s  than  a  substantial  reduction  l/i 
annual  cost  to  the  government  and  in  the  rejuvenation  of  GSIiP  as  a  consistent 
and  growing  source  ^^f  funds  to  students  across  the  country.  The  changes  sug- 
gest(*d  below  can  in  h^rge  part  be  implemented  within  existing  statutes,  A  few 
will  require  legislative  change, 

tnhi)rove  the  asset 

A  prlndple  task  for  those  who  seek  to  Improve  the  program  Is  to  addresji  pro- 
gram structtires  which  hitve  sul)Stantlally  luhiblted  the  origination  of  new  student 
loans.  Several  fentutos  of  tho  Interest  rate  and  guarantee  make  GSLP  loan» 
unattractlve-ri^ach  wHh  stgtiltlcant  disincentives  to  lending. 

The  Interest  rate  eariied  by  the  lender  on  an  Insured  student  loan  is  variable, 
unknown  at  the  tin\e  of  origination  of  the  loan,  and  at  the  discretion  of  the 
Secretaries  of  HEW  and  the  Treasury  (for  amounts  above  7%)i  A  variable  rate 
nmy  l>e  attractive  to  some  lntet»medlute*term  lenders  such  as  sii vlngs  Institutions— 
tmt  its  retroactive  itnd  discretionary  nature  inhibits  he  lender  from  making 
forward  predictions  of  etirnltigs  on  the  basis  of  market  data.  Letulers  respond 
to  these  Unusual  rate  characteristics  by  severely  restricting  their  new  loan 
activity. 

.  One  way  to  relieve  lender  uncertainty  is  to  tie  the  s|)eclal  allowanee  to  the 
rate  on  a  known  mon^y  nmrket  Instrument.  This  change  would  both  eliminate 
discretionary  uncertainty  and  allow  the  lender  to  make  some  market4)ased  projec* 
tions  of  earnings  on  GSLP  loans.  Tlie  recent  enactment  of  a  ile.\lble  usury  ceillng^ 
rate  In  Pennsylvania  tied  to  long-term  government  bond  yields  establishes  a  prece* 
dent  which  might  be  usefully  applied  to  GS^.P.  A  more  resimnslve  special  allow- 
ance would  Increase  lender  Interest  and  better  Insure  a  continuing  supply  of 
loans  to  students. 

l\}t  example,  at  little  or  no  cost  to  the  government,  lender  enthusiasm  for 
the  program  (^ould  be  dramatically  enhanced  by  the  announcement  that  the  total 
FISL  rate  would  be,  for  example,  always  between  100  and  220  basis  points 
(l,0%-2.2%)  above  the  prior  quarter's  average  of  the  marke*;  yields  on  5  year 
treasury  bonds  and  by  the  announcement  of  the  actual  rat^  at  the  begintiing 
of  the  period.  It  Is  probably  Important  to  have  this  range,  allow  for  adjust* 
ments  depending  on  conditions  of  supply,  demand,  and  t\\fi  trend  of  rates.  By 
using  6  year  money  riites,  which  t^nd  to  be  much  tuore  stable,  the  government 
ean  avoid  overoompensatlng  lenders  during  periods  of  abnormally  high  short  term 
rateSi  Similarly)  since  the  rate  would  also  be  the  Am\  rate  on  payout  loans, 
tie  to  longer  term  rates  is  appropriatoi 
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Such  a  poUey,  had  It  been  In  effoct  historically,  would  have  been  no  more 
costly  than  the  actual  experience.  But  it«  effect  on  lender  conttdence  and  enthu- 
siasm would  have  been  inestimable. 

Secondly!  we  belleVe  the  program  can  be  strengthened  significantly  by  a  fulrly 
/simple  change  with  regard  to  due  diligence  in  the  origination  and  servicing  of 
guaranteed  student  loans.  The  current  lack  of  speclflolty  hi  the  requirements  for 
due  diligence  discourages  lending.  These  requirements  should  be  restructured 
and  then  spcclflcally  defined  to  give  lenders  a  firm  basis  on  which  to  decide 
whether  or  not  their  guaranteed  student  loans  in  fact  bear  the  **fuU  faith  and 
credit  of  the  U.S.  Government."  To  assist  In  this  restructuring  and  definition  of 
due  diligence,  the  Government  could  turn  to  the  now  substantial  experience  of 
professional  servicers  in  collecting  sttident  loans  under  several  federal  programs 
including  6SLP.  The  above  recommendations  would  serve  to  reduce  two  of  the 
major  moertatnties  facing  lenders  (Le.*  the  interest  rate,  and  the  guarantee). 
While  many  more  improvements  could  be  suggested,  these  two  alone  would  sub^ 
stantially  enhance  the  viability  and  potential  longevity  of  GSLP  under  com- 
petlng  and  unpredictable  future  monetary  circumstances. 

Improve  adtniniatraUve  effeoHveness  and  followup 

As  a  result  of  more  than  a  decade  of  experletice  In  servicing  student  loans,  It 
Js  now  possible  to  identify  those  procedures  which  result  in  the  best  response 
to  repayment  obllgatiotis— particularly  as  carried  out  by  professional  loan  serv* 
icing  organi'/ations.  Many  of  the  most  effective  steps  in  making  a  good  loan 
occur  during  the  origination  anil  pre-payout  stages,  The  default  statistics  seem 
to  bear  this  out.  Perhaps  most  of  the  defaults  never  make  the  first  payment. 
Bufc  this  is  the  phase  during  which  there  is  a  most  complex  relationship  between 
the  nmjor  participants— leuders/schools/government/student  bori*owers,  A  loss 
of  lender/borrower  contact  is  readily  apparent. 

Under  present  procedures,  effective  communication  here  Is  both  costly  and 
often  accidental.  The  result  is  a  lack  of  discipline  and  weak  coordination  which 
contributes  to  high  defaults.  Since  most  retail  lenders  will  assert  that  the  most 
Inumrtant  aspect  of  a  successful  loan  is  the  early  creation  of  a  regular  payment 
pattern,  every  effort  should  be  made  to  simplify  and  strengthen  school/students/ 
lender  coordination— particularly  In  the  early  period  of  the  loan.  It  would  seem 
that  better  Use  of  computer-aided  Infornmtlon  techniaues  will  yield  major  lm« 
movements  In  the  timely  review  and  dissemination  of  loan  decisions  and  stu- 
dent  follow-up.  These  developments  should  be  strongly  encouraged. 

Stmptifu  dehUmanaommt 

One  additional  aspect  of  the  CHASE  has  to  do  with  the  ability  of  the  student 
to  repay  just  after  graduation.  A  large  fraction  (maybe  20-25%)  end  up  far 
teloW  nornml  expected  starting  salaries.  The  growing  dependence  on  loans  must 
bo  accompanied  by  a  commensurate  willihgjiess  to  allow  these  young  borrowers 
<i.e.  for  $10,000  in  loatis)  ^ome  latitude,  within  constraints,  in  meeting  debt 
obligations.  Under  present  regulations,  lender  forebearance  is  permissible,  but 
widespread  notice  of  this  provision  and  application  to  each  legitimate  case 
would  Impoae  heavy  administrative  costs  on  lenders  during  repayment.  An  aP 
ternatlve  Would  be  to  establish  ft  standardised  optional  repayment  schedule  for 
heavy  borrowers  which  calls  for  lower  repayment  In  the  early  periods  and  larger 

ones  thereafter.  .    .  *  *    *  •  ^4 

The  need  for  flexible  repayment  schedules  for  younger  borrowers  has  recently 
led  to  the  decision  of  The  Federal  Home  toan  Bank  Bottrd  to  allow  such  repay- 
ment structures. 

The  notion  of  colleges  as  lenders  strikes  pride  In  the  hearts  of  some— and  dis* 
tlain  in  the  hearts  of  others.  Our  assessment  Is  that,  if  proper  standards  are  set, 
the  college  lender  can  be  a  major  strength  to  the  Guaranteed  Student  Loan  Pro* 
itfram.  In  many  ways,  it  can  be  n  more  effective  lender  than  many  flnandal  in* 
«tltutions,  but  it  likewise  can  have  weaknesses  a^  a  lender  which  must  be  un* 
tlerstood.  Can  we  capitalize  on  their  stfengths  And  Compensate  for  their  weak- 
nesses? m  taking  a  close  look  tit  the  college  lender,  three  questionjy  muat  be  asked  i 

1.  Are  they  Interested? 

2.  Can  colleges  decide  who  gets  what?  .  ^ 

«,  Cm  they  properly  service  loans  aftei*  they  afe  made? 
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ArecoUegeainteresteilt 

An  mentioned  earlier,  for  a  substantial  majority  of  higher  education,  the 
ability  to  lend  is  a  necessity— not  a  luxury,  students  are  increasingly  dependent 
ou  such  loans  to  meet  educational  costs.  Pinauoial  institutions  are  participating--- 
but  are  unaDle  to  meet  the  overall  student  interest  because  of  other  large  and 
varying  competing  demiands.  Because  of  the  consequences,  colleges  feel  com* 
polled  to  assure  students  that  adequate  loan  resources  will  be  available  each 
year.  This  assumuce  is  best  provided  by  the  college  itself  acting  as  a  lender. 
Can  colleges  decide  icho  gets  what  t 

Colleges  already  carry  out  the  most  important  responsibilities  In  the  loan 
origination  and  prerepaymeut.  Colleges  currently  recommend  amounts  and  deter- 
mine eligibility.  They  perform  much  of  the  pre-loau  counseling  and  disburse 
approved  loan  funds  in  many  cases.  Moreover,  they  monitor  student  status  dur» 
Ing  the  enrollment  period  and  provide  loan  counseling  (exit  interviews)  upon 
graduation  or  departure  from  school.  In  a  sense,  of  the  major  participants,  coK 
leges  are  in  the  best  position  to  fully  understand  and  be  aware  of  a  student's 
overall  changing  iinaucial  circumstances  and  requirements. 

onie  experience  of  <  )i  ;es  to  date  as  lenders  would  indicate  that  they  have 
performed  satisfactori»,  making  the  decision  as  to  who  should  get  what  in  the 
disbursement  of  loan  funds.  It  is  our  understanding  that  in  the  15  year  his- 
tory  of  their  allocation  of  NDSL  ftinds,  for  example,  they  have  complied  in  large 
measure  to  the  rules  and  guidelines  governing  eligibility  for  these  loan  funds. 
Can  they  8eri>ice  loans  after  they  are  madef 

For  a  number  of  reasons,  most  schools  are  not  in  the  best  position  to  service 
their  student  loans  adequately.  Some,  however,  have  done  extremely  well  in 
loan  servicing.  But  for  the  most  part,  loan  servicing  is  not  one  of  their  strengths.. 
Nor  is  it  one  of  their  top  priority  activities.  Thus,  it  is  not  surprising  that  the 
involvement  of  capable  individuals  in  campus*based  loan  serving  activity  is  an 
exception  and  not  a  rule.  Even  for  banks  themselves,  proper  staffing  loan  serv<^ 
icing  activities  is  a  difficult  task  that  requires  close  scrutiny  and  superviHion. 

In  the  last  few  years,  a  number  of  private  off-campus  firms  have  developed 
programs  to  act  as  loan  servicing  agents  for  colleges  and  universities  througlK 
out  the  country.  Some  loan  S04*vicing  agencies  are  divisions  of  major  financial 
organis$ations,  others  are  independent  companies.  All  seek  to  provide  more  effec- 
tive student  loan  servicing  and  an  overall  cost  savings  for  college  loan  port- 
folios that  Include  institutional  loans,  NO^L,  HPSL,  and  now  OSLP. 

There  is  evidence  to  show  that  one  important  effect  of  the  professional  loai^ 
servicing  organization  is  to  reduce  substantially  the  level  of  repayment  de* 
linquencies  and  subsequent  defaults  which  some  schools  experience  in  trying 
to  service  their  loans  themselves.  The  evidence  to  date  suggests  that  the  de« 
linquency  rate  on  an  average  portfolio  will  be  cut  by  half  when  It  is  turned  over 
to  a  professional  servicer.  This  is  particularly  true  for  the  ilve  or  six  larger  serv» 
icing  organizations  which  have  had  several  years  of  experience  with  college 
loan  portfolios  such  as  NDSL. 

The  important  point  is  that  effective  and  reasonable  standards  must  be  set 
which  take  advantage  of  the  history  of  experience  now  available  regarding  the 
best  ways  to  service  student  loans.  A  few  colleges  will  have  programs  which 
oan  successfully  meet  these  standards.  Most  of  the  others*  however,  should  he 
expected  to  contract  this  service  to  an  existing  and  capable  off-campUs  profes- 
sional student  loan  servicing  organization  because  of  the  relative  advatitages 
presented  by  this  alternative.  These  advantages  include  i 

It  A  more  effective  student  loan  repayment  performance; 

2.  A  higher  level  of  professionalism  in  staffing  i 

8.  A  lower  cost  because  of  the  economies  of  scale  presented  by  several  institu*^ 
tions  being  serviced  by  one  dentral  organizatioui 

coutitmiou 

There  are  many  problems  that  "fuel**  the  GltRAT  CMASR  Many  of  the  prob- 
lems result  from  root  causes  which  must  be  carefully  distlnguinhed  from  apparent 
systems.  White  the  demand  for  (iHhP  is  increasing,  the  supply  of  funds  is  de^ 
creasing.  It  is  extremely  important  to  reaffirm  whoin  the  program  is  intended 
to  serve,  and  it  is  equally  important  to  identify  how  the  needed  growth  in  new. 
lending  can  be  attained.  Current  major  financial  Institutions  must  be  retained 
as  active  lending  participants.  But  the  partielpation  of  the  college  lender  can-^ 
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^Ith  proper  standards-^be  nn  equally  beneficial  as»et  to  the  Guaranteed  Student 
Ijoan  Program* 

The  overall  efifect  of  the  approach  we  have  suggested  will  be  to  provide  far 
greater  access  of  students  to  guaranteed  student  loans  as  an  increasingly  im« 
portnnt  way  in  which  to  finance  higher  education  pursuits  and  to  encourage  botli< 
.  students  and  institutions  to  act  more  responsibly  in  the  process. 
Sincerely, 

Lucius  P»  Gheoo,  Jr. 

Mr.  GnKGG.  As  I  indicated  in  the  letter,  the  pvincipal  activity  thtit 
we  have  been  involved  in  at  First  Chicago  University  Finance  Corp,  is 
directed  at  ways  whereby  we  can  help  assure  students  bettev  access  to* 
guaranteed  student  loans. 

In  general,  our  whole  operation  is  built  around  how  a  wholesalf^ 
activity  of  a  major  financial  institution  might  complementf  the  retail 
lending  that  is  ongoing  and  continuing  to  be  made  by  the  same  institu- 
tion. As  I  have  indicated,  we  now  have  commitments  with  approxi- 
mately 20  of  the  major  colleges  and  universities  to  meet  this  yearns 
needs  of  around  $20  million. 

Our  hope  is  that  during  the  coming  academic  year,  we  will  stand  in 
a  position  to  make  available  commitments  of  approximately  $50  mil- 
lion to  either  a  similar  number  of  institutions  or  a  slightly  larger 
number. 

Again,  the  idea  is  to  see  how  the  wholesale  concept  can  substantially 
increase  the  funds  available  to  students  under  this  program* 

Mr.  O^Hara.  Mr.  Gregg,  it  might  be  useful  if  you  could  just  describe 
exactly  how  your  operation  works* 

Mr*  Grkgo.  Yes.  Our  approach  is  directed  toward  an  institution 
that  becomes  an  eligible  lender— there  are  approximately  160  colleger 
and  universities  that  are  now  eligible  lenders,  who  have  sought  and, 
received  authoriajation  to  be  eligible  under  the  FISL  program.  For 
for  some  of  them,  they  have  the  capability  to  use  internal  funds,  use 
endowment  funds  or  other  resources  available  within  the  institution 
as  loan  capital  to  lend  out  to  students.  Tliese  same  institutions  in  some 
cases  will  have  their  own  internal  loan  servicing  capability.  So  they 
are  basically  independent  and  able  to  make  the  loans  themselves,  using 
internal  funds  and  using  their  own  internal  administrative  support 
for  servicing* 

Other  institutions  and  perhaps  most  of  them  find  that  they  are  better 
off  either  leaving  their  internal  resources  in  their  endowment  portfolio 
invested  in  the  market  and  perhaps  look  outside  to  a  local  bank  or 
under  a  suitable  arrangement  to  borrow  from  a  bank  loan  fund  on  a 
wholesale  basis  and  the  school  itself  as  a  lender  will  retail  those  funds 
to  the  student.  This  is  basically  the  concept. 

In  some  cases,  they  will  borrow  from  a  local  bank,  lend  to  the  stu- 
dents, and  they  might  service  those  loans  internally,  or  in  other  cases 
they  may  look  outside  for  loan  servicing  if  they  can  get  the  necessary 
arrangement  to  meet  their  needs.  The  needs  of  professionalism  might 
save  them  cash  insofar  as  the  lotin  servicer  being  able  to  service  those 
loans  at  a  much  more  attractive  price  tlian  if  they  would  service  those 
loans  internally  themselves.    ^      .  .  .     .  ^. 

Mr.  O^Hara.  Your  organization,  the  First  Chicago  University  Fi-^ 
nance  Corp*,  makes  loan  capital  available  to  universities  that  are  ap- 
proved as  lenders  ur^der  the  program^ 

Mr*  GttfiOG*  Right,  sir*  On  a  wholesale  basis* 
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Mr.  O'Haka.  Under  what  sorts  of  terms  ftiid  conditions? 

Mr.  Grego.  The  rate  that  is  allowed  to  be  charged  is  the  rate  that  is 
Hinder  the  FISL  yield  rate.  It  cannot  exceed  the  authorissed  rate  for 
that  prevailing  qnarter.  The  loan  commitment  is  an  annual  renewable 
commitment  to  the  institution. 

So,  the  loans  we  made  last  year  to  these  institutions,  last  summer, 
those  loans  are  up  for  discussion  now  and  negotiation  for  renewal  for 
tlie  forthcoming  year.  For  several  of  our  institutions  that  received 
commitments  of  $2  million  for  last  year,  they  are  now  negotiating  with 
-us  for  a  total  amount  of  $4  million  for  this  forthcoming  year,  just  to 
use  one  institution  as  an  example. 

But  in  so  doing,  the  institution  is  able  to  assure  the  students,  who 
are  consiclering  how  to  meet  their  financial  costs  for  next  year,  access 
to  guaranteed  loans.  They  can  have  those  students  complete  the  forms 
now  in  applying  for  the  loan  and  receive  authorization  for  those  loans 
from  the  lender  and  during  the  summer  those  forms  are  processed 
through  the  Government  channels  to  receive  the  Government  guar- 
antee.' 

As  others  have  perhaps  mentioned,  there  is  now  inci-easing  depend- 
ence on  the  guaranteed  student  loan.  For  many  schools,  the  abihfcy  to 
lend  is  a  necessity  and  not  a  luxury,  as  we  are  finding  that  schools  are 
increasingly  dependent  on  tuition  as  a  source  of  revenue.  Financial  aid 
is  an  increasing  component  of  that  tuition  and  the  guaranteed  student 
loan  is  an  iucreasingly  impoitant  part  of  the  fiuancial  aid  package. 

I  think  it  is  fair  to  say  that  as  we  travel  about  and  talk  to  schools 
they  express  certain  concerns,  and  those  Concerns  revolve  around  the 
present  statistics  relating  to  guaranteed  student  loans.  These  statis- 
tics are  not  at  all  encouraging. 

For  the  pi-esent  year,  only  a  billion  dollars  of  guaranteed  student 
loans  will  be  lent  out.  This  compares  with  the  same  level  of  3  to  4 
ycai-s  ago  and  because  of  the  increasing  participation  of,  say,  pro- 
prietaiy  institutions,  this  would  mean  that  the  banks  themselves  are 
probably  lending  only  at  a  rate  of  perhaps  4  or  6  years  ago. 

In  other  words,  the  participation  by  banks  is  decreasing  on  a  year- 
to-year  basis.  Information  that  has  come  to  us  would  indicate  that 
perhaps  100  banks  per  month  are  stopping  their  lending  under  the 
guaranteed  student  loan  program. 

Another  factor  here  to  consider  is  the  factor  of  inflation.  If  we 
go  back  4  to  6  years  and  look  at  the  level  of  lending  and  project  up  to 
the  present,  it  would  indicate  that  based  on  inflation  alone^  perhaps 
the  level  of  lending  for  this  year,  to  have  the  same  real  dollars,  should 
be  much  closer  to  $2  billion  than  approaching  $1  billion  as  is  presently 
the  case.  "  . 

Another  mp&at  is  that  for  this  year  alone,  it  looks  as  though,  com- 
pared to  last  year,  volume  will  be  down  by  20  percent,  and  the  aver- 
ago  loan  per  student  or  borrowing  is  up  by  10  percent.  The  net  result 
of  both  of  these,  the  cumulative  effect,  is  that  the  number  of  students 
who  will  be  borrowing  has  decreased  by  26  percent  this  year  compared 
to  last  year.  ... 

Again,  the  schools  themselves  are  primarily  concerned  about  ac- 
cess. When  you  can  have  this  kind  of  reduction  in  access  from  one 
year  to  the  next,  this  is  causing  many  schools  to  feel  that  they  have  to 
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be  able  to  lend  in  («'der  to  assure  the  students  the  availability  of  these 
funds. 

The  school  as  a  lender  can  be  a  major  streneth  in  the  FISL  pro- 
gram. In  many  ways,  it  can  be  a  moi*e  effective  lender  than  a  financial 
institution,  but  it  likewise  can  have  weaknesses  as  a  lender,  whicli 
must  be  understood. 

The  opportunity  before  us  is  to  take  advantage  of  these  strengths 
and  to  compensate  for  the  weaknesses.  If  I  could  move  on  in  the  con- 
text of  the  letter  and  indicate  that,  as  we  see  it,  with  regard  to  the 
conse<juences  to  the  student  of  not  being  able  to  have  access  to  these 
loanS}  many  of  these  consec^uences  are  borne  bv  the  parente  themselves. 

This,  of  course,  has  received  increasing  puolicity.  But  other  conse- 

auences  are  borne  by  the  students,  and  it  forces,  in  many  cases,  stu- 
ents  to  make  an  economic  choice  about  higher  education  rather  tlian 
an  educational  choice  to  go  to  an  institution  of  their  choosing. 

I  would  like  to  now  touch  on  two  or  three  suggestions  regarding  how 
to  reduce  the  "chase^*  as  we  call  it 

It  is  our  feeling  that  what  has  happened^in  the  guaranteed  student 
loan  program  is  something  that  in  some  circles  is  referred  to  as  the 
great  chase.  Students  are  having  to  chase  loans,  and  that  chase  some- 
times is  very  traumatic.  In  other  cases,  after  the  loans  are  made,  lend- 
ei»s  and  guarantors  have  to  chase  the  students. 

From  our  perspective,  there  are  two,  we  hope,  simple  and  uncom- 
plicated recommendations  that  we  would  like  to  propose  to  help 
strengthen  the  program  and  reduce  the  chase.  One  is  to  improve  the 
asset*  and  the  other  is  to  encourage  the  role  of  the  school  as  a  lender 
as  a  way  of  complementing  bat)k  participation  in  the  FISL  program. 

Doubling  back  to  how  to  improve  the  asset,  we  would  like  to  make 
olio  recommendation  w*ith  regard  to  the  rate  and  another  with  regard 
to  tlie  guarantee.  With  regard  to  the  rate,  we  would  urgently  recom- 
mend that  some  effort  be  made  to  tie  the  rate  to  a  known  money  market 
instrument.  This  would  make  it  possible  for  lenders  to  forecast  their 
yield  or  earnings  on  student  loan.  Also,  it  would  remove  any  uncer- 
tainty on  the  part  of  the  lender  that  the  Government  might  in  its 
discretion  be  arbitrary  in  setting  the  yield  so  that  it  is  no  longer  com- 
petitive with  prevailing  money  market  conditions. 

I  indicate  in  there  one  aspect  of  how  to  tie  the  rate.  I  think  our 
studies  from  July  1969  to  July  of  last  year—  that  is,  of  1973— would 
indicate  that  had  the  rate  been  tied  at  the  fraction  indicated,  there 
would  have  been  little  or  no  more  additional  coat  to  the  Government, 
but  it  would  have  removed  lender  uncertainty  about  what  the  earn- 
ings would  have  been  on  a  j^uaranteed  student  loan. 

The  second  recommendation  to  improve  t'^e  asnct  has  to  do  with 
the  guarantee,  nnd  we  would  strongly  recommend  that  an  effort  be 
made  to  define  due  diligence.  That  is,  specify  the  conditions  of  due 
diligence  whicli,  if  met,  tlie  Government  would  then  pro\dde  an  incon- 
testable guarantee. 

At  the  present  time,  the  arbitrariness  and  uncertainty  about  what 
the  rc^qiiirements  aro  to  perform  due  care  and  diligence  in  order  to 
\)ru  vri  tlie  full  faith  and  credit  guarantee  is  something  that  is  causing 
hi\i\u-  J  Int  of  uncertainty,  particularly  as  you  talk  to  secondary  market 
institutions  like  institutional  investors  who  are  much  more  concerned 
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about  the  protection  of  that  guarantee  and  especia]]^  in  cases  of  sonuv 
one  else  keeping  responsibility  to  service  those  loans. 

Basically,  those  are  the  two  reconinionchitions  with  regard  to  improv- 
ing the  asset. 

The  second  major  recommendation  is  the  college  as  the  lender,  We 
feel  that  they  are  interested;  we  feel  the*^  can  decide  who  gets  what 
based  on  their  performance  in  coujplying  with  tlie  guidelines  of,  say, 
the  previous  program,  the  NDSL  program.  But  we  do  not  feel  that 
luany  of  them  are  adequately  qualined  to  perform  the  kind  of  servic- 
ing responsibilities  that  the  Government  and  all  institutions  would  like 
to  have  performed. 

For  those  who  cannot  measure  up  to  the  standards  that  we  recom- 
mend with  regard  to  the  loan  servicing,  they  would  then  look  ex- 
ternally to  a  prof essional  servicer.  There  are  perhaps  five  or  six  rather 
highly  qualined  professional  servicers  now  in  existence,  wUh  5  to  6 
years  of  experience* 

We  would  recommend  that  those  institutions  look  to  the  growing 
number  of  professional  service  organi^sations  to  give  the  T<ind  of 
piofessionalism  to  the  servicing  that  would  be  .necessary* 

In  conclusion,  we  feel  that  those  couple  of  improvements  would  serve 
to  substantially  improve  the  FISL  program,  nnd  the  increasing  role 
of  the  school  as  a  lender  should  be  viewed  as  one  of  complementing  the 
participation  that  the  banks  are  now  gi  ving  in  FISL. 

The  net  result,  we  ho^)e,  would  be  a  substantial  increase  in  the  avail- 
ability of  these  funds  tor  the  students  and  for  the  growing  demands 
that  are  being  made  on  the  program. 

Thank  you  very  much,  Mr*  Chairman. 

Mr.  O^Hara.  Thank  you,  Mr*  Gregg. 

Mr.  Gregg,  I  am  interested  by  your  suggestion*  I  really  think 
that  one  of  the  great  handicaps  of  the  program  is  that  it  involves  banks 
with  the  kinds  of  loans  and  kinds  of  people  that  they  are  not  ordinarily 
involved  with.  That  is,  some  fellow  comes  in  and  he  is  seeking  a  loan* 
They  say,  "What  are  your  assets?"  Well,  he  doesn*t  have  any*  "What 
security  can  you  give  us?'*  None.  "Tell  us  about  your  job.**  "I  don-t 
have  one.** 

Ordinarily,  that  is  exactly  (he  sort  of  fellow  they  would  not  loan 
5  cents  to  under  any  set  of  circumstances.  Some  guy  without  a  job, 
no  immediate  ))rospocts  of  getting  one*  no  assets,  no  security,  no  eg* 
signer,  no  anything,  and  he  comes  in  and  says,  "I  want  a  loan.-* 

Thei'e  may  be  some  special  circiunstances  in  which  you  say, 
"Well,  all  right,**  but  for  the  most  part  you  would  say  no  to  these 
people  absent  this  program*  I  dou*t  think  ihat  the  universities.  Inost 
of  them  anyway*  are  much  more  e?cperienccd  in  d^niling  witlv  this 
kind  of  borrower.  Ohio  t^'niversity  has  been  niaking  loans  to  students 
for  a  long,  long  time — mayl)e  not  on  the  scale  that  we  have  had  since 
the  NDSL  and  institutional  participation  in  this  program,  but  they 
have  been  doing  it. 

I  know  t  borrowed  money  when  T  was  in  college  from  tlie  utiiver- 
sity  to  help  me  finish  law*  school.  The  GI  bill  was  running  out.  I 
ncedecl  some  money  to  finish  hiw  school.  I  l)orrowed  from  the  univer- 
sity. Tliey  were  e^cperienced  \n  dunning  me,  too,  because  thev  dunned 
me  afterward.  They  made  sure  they  got  the  money  back*  They  knew 
how  to  do  it,  you  know.  Tliey  kept  track  of  me» 
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So  I  Idnct  of  like  the  idea  of  involving  more  of  the  institutions  hi 
this.  You  spoke  about  how  the  program  could  bo  made  more  attractive 
in  genural ;  tlmt  it,  providing  that  the  incentive  payment  is  pegged 
to  some  known  security  so  that  they  have  a  little  more  assurance  of 
what  they  are  goin<5  to  be  getting.  . 

You  suggest  tluit  wo  be  more  specific  about  what  constitutes  due 
diligence,  but  in  terms  of  encouraging  tlio  kind  of  thing  that  ypuis 
organisation  is  involved  with— that  is,  making  sums  of  loan  capital 
available  to  the  institutions  and  {jetting  the  institutions  to  participate 
in  tiie  program— what  do  you  think  would  help  promote  that'i  \\hat 
kind  of  changes  could  be  made  ? 

Mr.  GuHou.  There  is  perhaps  a  shopping  list:  thero  may  be  a  large 
number  of  recommendations  that  one  could  malce.  Our  hope  has  been 
to  try  to  focus  on  the  one  or  two  or  three  most  cogent  recommendations 
that  we  feel  would  get  the  program  substantially  turned  around. 

For  an  institution  like  ours— that  is,  First  Chicago  Corp.,  which 
k  part  and  parcel  of  the  First  National  Bank  ot  Clucago-^it  is 
basically  a  wholesale  institution,  and  there  are  major  financial  insti- 
tutions lhat  are  not  very  good  at  retail  loans.  . 

Tho  savings  institutions  have  demonstrated  that  large  conmiemal 
banks  have  had  difficulty  in  being  very  effective  in  the  retail  lending 
area.  I  think  the  best  way  in  which  an  institution  like  ours  can  try  to 
supplement  our  present  retail  program  in  ways  that  hundreda  ot  mil- 
lions of  dollars  can  be  made  available  each  year  is  through  the  whole- 
sale approach.  With  a  very  few  people  we  can  make  available  to  this 
program  basically  hundreds  of  millions  of  dollars  of  loans  each  year 
to  do  this.  *  1  J 

At  University  Finance  right  now,  wo  have  a  stall  of  10  people  and 
with  little  or  no  growth  1  Uiink  we  can  adequately  manage  the  loan 
administration  ot  perhaps  $50  million  by  the  end  of  this  year. 

I  say  that  without  any  laxity  on  our  part  because  auditors  have  lusfc 
finislied  reviewing  our  operation  and  have  ^Hven  us  a  clean  bill  of 
health.  So  we  are  not  in  any  way  doing  this  on  a  shoestring  basis, 
but  doing  it  in  a  way  that  will  keep  up  with  the  standards  throughout 
the  whole  parent  company. 

Mr.  O'Haka.  I^t  me  get  into  a  couple  of  specifics.  In  terms  of  the 
Sallie  Mae  opei-ation.  in  what  way  can  Sallie  Mae  be  a  help  to  a  whole- 
saler such  as  yourself?  '  .   ,1  , 

Mr.  Gimnn.  In  providing  liqtudity  to  the  program.  Basically,  thf« 
approach  that  we  are  taking  is  that  we  provide  the  ut)front  financ- 
ing or  the  intei  im  financing  which  permits  an  institution  to  acquire 
its  loan. 

Mr.  OlTAtiA.  Can  you  sell  your  paper  to  Sallie  ISIac ? 

Mr.  Gumu  T1m>  school  lender  will  sell  its  paper  to  Sallie  ma.  It 
would  then  be  m»cessary  for  the  lender  to  pay  off  the  upfront  loan 
thev  I'eceived  from  us  in  order  to  mak'e  those  loans. 

Mr.  0*Hai«a.  What  if  you  are  making  loans  to  institutions,  can  you 
now,  or  would  it  do  good  if  you  were  able  to,  take  the  paper  you  got 
from  the  institution  and  peddle  it  to  Sallie  Mae  ? 

^fr.  Gmm.  Verv  much  so,  yes,  pa.rticulat'lv  if  the  institution  would 
bo  allowed  to  sell  its  loans  at  a  discount  which  is  now  tM'oliibitethinder 
the  legislation  except  by  special  permission  of  the  Commissionoi'  or 
tlie  Secretary. 
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If  it  were^  allowed  to  sell  it«  loans  at  a  rate  that  is  comparable  to 
what  banE  will  be  expected  to  discount,  we  could  use  the  same  sec- 
ondary market,  that  is  Sallie  Mae.  This  would  be  particularly  critical 
for  the  public  institutions,  the  State  institutions. 

For  example,  there  are  perhaps  20  State  universities  that,  have  li- 
censes. Out  of  the  160  or  so  colleges  or  univeraities  now  authorized 
to  lend,  perhaps  20  of  them  are  State  universities,  The  major  uni- 
versity in  your  State,  sir,  has  a  license.  The  limitation  that  they  face 
is  being  atlle  to  stand  as  e'f?^<'r  a  first-resort  lender  for  this  program 
or  as  we  call  it,  a  last-rev  f^i  t  that  is,  expecting  their  students  to  put 
forth  a  best  effort  to  gf  -  f  Kui' own  loans,  out  for  tliose  who  are  unable 
to  do  so  because  they  happen  to  be  coming  from  a  part  of  the  State 
or  from  a  town  where  the -banks  are  not  participating,  the  university 
itself  has  the  capability  to  step  in  and  make  those  loans. 

We  refer  to  the  latter  as  '♦.  last-resort  lender.  For  the  kind  of  uni- 
versity, like,  for  example,  the  University  of  Michigan  and  Michigan 
State  University,  if  they  are  able  to  sell  those  loans  almost  immedi- 
ately after  being  made,  they  can  ih  general  stay  within  the  restriction 
of  their  State  limitations  that  prohibit  them  from  borrowing  funds. 

So  the  ability  to  liquidate  and  to  sell  those  loans  would  be  almost 
an  important  prerequisite  to  allowing  public  institutions,  that  is  those 
who  have  the  adequate  stsiff  and  administrative  capability,  to  be  able 
to  participate  in  this  program, 

So,  the  liquidation  either  to  us  or  to  an  institution  like  Sallie  Mae 
would  be  ostremely  impoitant  to  them.  I  would  think  also^  if  we  look 
below  the  top  ,30  or  40  heavily  endowed  private  universities,  if  we 
could  get  into  those  that  have  expanded  substantially  since  World 
War  II  and  are  providing  a  good  education,  they  cannot  make  the 
loans  in  a  substantial  volume  and  hold  on  to  them  year  after  year  after 
year  because  of  the  question  of  liquidity. 

So,  a  secondary  market  is  almost  a  major  factor  in  the  deterrent 
that  might  stand  in  the  way  of  schools  actually  trying  to  assure  access 
to  their  students  by  lending. 

Mr.  O'HAnA.  Mr,  Gregg,  would  it  add,  do  you  think,  to  the  attrac- 
tiveness .1  the  kind  of  operation  that  you  are  involved  in  if  in  addi- 
tion to  guaranteeing  the  lender  80  percent  of  the  principal  amount 
loaned  to  the  student,  in  addition  to  guaranteeing  the  lender  that 
he  is  going  to  get  his  principal  back  from  the  student,  maybe  we  ought 
to  extend  the  guarantee  to  an  institution  like  yours,  you  are  going 
to  get  the  money  back  from  the  institution.  What  reaction  do  you  have  ? 

Mr.  Gmm,  That  would  be  a  considerable  benefit  to  the  program.  It 
is  one  that  t  would  like  to,  if  at  all  possible,  give  some  thought  to  and 
provide  your  stafF  with  a  suppletnentary  comment  on  that  paiiicular 
point.  ' 

Mr.  O'ITara.  You  can  be  in  touch  with  the  staff  and  be  of  assist- 
ance in  mk  matter.  Many  of  the  members  of  the  subcommittee  are 
interested  in  expanding  the  kind  of  operation  that  you  have  involved 
yourself  in  and  described  to  us  today.  We  would  be  interested  in 
just  what  kind  of  things,  would  assist  institutions  to  get  involved  in 
itlie  program. 

We  think  that  would  be  one  way  of  improving  it.  ' 

Mr.  Gntwo.  I  certainly  would  appreciate  the  chance  to  comment  on 
just  that  and  to  provide  a  recommendation  or  two. 
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Wo  face  basically  two  viAs  when  we  look  at  institutions  of  higlier 
education.  In  the  general  vein  it  is  very  difiicult  to  look  at  a  financial 
statement  of,  let  us  say ,  just  a  private  college  and  to  assess  its  financial 
viability* 

That  is,  if  we  were  to  lend  to  them  what  is  the  likelihood  that  they 
will  be  in  existence  5  yeai*s  latw  in  order  to  repay  tliat  loan?  Natu- 
riilly,  our  reaction  is  an  obvious  one,  We  stay  so  much  on  the  safe  side 
insofar  as  tho  institutions  that  we  are  not  getting  as  close  to  the  cei^ 
tral  nervous  system  of  liiffher  education  as  we  would  like,  That  is- 
based  on  our  ability  to  predict  the  financiiil  viability  of  that  institution. 

The  suggestion  you  threw  out  for  discussion  is  one  that  would  ad- 
dress  just  Chat  basic  concern,  When  we  lend  to  an  institution,  they 
pledge  thoue  student  notes  to  us  as  collateral  to  be  held  until  they 
successfully  pay  off  that  loan. 

So,  wr.  don^t  have  a  credit  risk  problem  in  the  sense  that  we  are 
holding  the  collateral.  Wo  oui»selve5V  4vre  an  eligible  lender  under  the 
program  and  if  an  'astitntion  could  not  or  refuses  or  is  unwilling 
to  pay  off  th(^  loan,  Uiat  collateral  protects  our  loan  to  the  institution. 

The  amount  of  our  loan  outstanding  is  always  equal  to  the  amount 
of  the  coliatera?  that  we  are  holding  in  our  vault  in  First  Chicago. 
So,  the  credit  riftk  is  not  a  major  concern  as  we  stand  right  now.  But 
tliore  is  a  liquidity  concern.  That  is,  to  some  extent  these  are  annual 
renewable  lines  o:c  credit. 

The  institution  is  borrowin^of  short  and  lending  long.  Sallie  Mae  will 
be  a  inajoi  factor  in  the  ability  of  that  instituiton  to  make  loans.  It 
stands  as  a  source  of  liquidity  to  that  institution  in  selling;  its  loans. 

Government  insurance  on  a  loan  such  as  one  that  we  will  make  not 
only  will  take  care  of  the  liquidity  problem,  but  may.  open  up  some 
secondary  market  opportunities  insofar  as  the  institutional  loans  are 
cojicernod. 

Mr.  O^Haua.  I  would  like  you  to  give  some  thought  to  that  and 
make  some  suggestion  along  those  linc^. 
Mr.  Gnvm.  Yes. 

Mr.  O^Hau A.  Mr.  Lehman,  do  you  have  any  questions  ? 

Mr*  Lkhman.  No }  but  1  would  like  to  find  out  how  to  start  the  same 
thing  in  my  district  that,  you  started4  It  is  very  fascinating  that  we 
have  a  First  National  Bank  of  Chicago,  we  have  a  Fii*st  National 
BanJc  in  Miami  that  is  more  related  to  the  financial  structure  of  our 
area. 

1  v;ould  like  to  bring  this  to  the  attention  of  some  of  the  executive 
officers  tliere  to  see  if  they  cannot  initiate  somethinjg  like  thia  for  our 
cotnmunity  with  a  spinoff  of  the  Fii-sfc  University  Finance  Corp.  Tliey 
just  doii^t  know  how  to  get  the  show  on  the  road. 

To  mci  it  is  not  only  a  moral  obligation,  but  a  civic  obligation  to 
do  something  along  these  lines.  I  will  send  a  letter  to  Phil  Allen  and 
send  this  statement  of  yours.  You  might  get  an  offer  you  can*t  refuse. 

Mr.  Gmm.  Mi.  Chairman,  there  is  someone  here  this  morning  with 
me,  James  Leonard,  who  is  chairman  of  the  board  of  University 
Finance.  ITe  was  asked  2  years  ago  by  Gaylord  Freemam  chairman  of 
the  First  National  Bank  of  Chicago,  to  take  some  time  off  and  to  think 
of  a  major  way,  an  important  way,  in  which  the  bank  can  address  a 
new  market  that  is  not  being  addressed  at  the  present  time.  So,  based 
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on  the  time  ho  took  ofl:,  tfjo  outoomtji  led  t(>;te  o|?)i.»:lM)ny 
tfwned  new  subsidiary^:'       .  -^^l  ''"-h       V'-',-'^-' '      ,    v^',  . 

I  was  asked  to  come  f]^')ny  the  Sloan  J?aiu\(|ut  i(:uv  in  X^^Wi^ 
previously  been  on  the  st aftof  North\V«t'Stot»»  itTm viM*if)lty---t()  contp  ^an<^l 
head  this\ip  and  try  tomoWlahemloh-f^iis  relatKuiv^hip;  He  is  liero  now/ 
He  had  to  face  nuuiy  ol'  Uve  coticersMv  t|»it  I  thUvk  ai'cviiow  beiiu?  ox- 
pressed  by  your  bankers  in  Miaini^^H^v  eau  you  <)6  this  in  a  way: 
that  is  cost  eflicient— can  sn  Ao  it  in  a  way  lu  whk'.Ji  \y^v  can  make  sub** 
stnntiaily  more  money  avaihtblo  than  would  b^^^^^^  under  a  ^ 

retail  program  ?  "  ".^'"v''^- >  '  '-■'-''■'^ 

Mr.  LiniMAx^  li  a  bank  dki  it  in  our  ami  it  wou3<pnake  its  jmagb 
diiVerent  froni  any  <!fther  ban)c  in  the  area.  With;th^^iiit'|3ref>t  rte  that 
banks  are  charginji,  tjiey  are  not  exac^tly  the  good  giiys  lu^ymore.  so  tlii^y 
can  use  a  little  help,  >  ,  ' 

Mr.  O'IIaua.  Mi*.  Gregg,  I  want  yoti  ;to  ^^^^^  yo^i  ijitroduco 

Mr.  Leonai'd  to  Mr,  I^^hnian.  Also,  Mr.^.L^^  bo 
thitdcing  about  ways  iji  which  we  can  am<*nd  tht^  program  to  promote 
the  Kind  of  activity  tluit  First  Chicago  UniVei\sityvFinai^ce  Oorp,  is 
involved  in,  v     m  , 

We  will  be  happy  to  hear  from  you  with  any  suggestion  you  might 
have.  ■  -V:.  .     "  '  v- 

.Thank  you  very  much^  Mr.  Gregg, 

Mr.  Gmm  Thank  you,  Mr.  Chairmfin.  ' 

[Mr.  Greji^  hiter  submitted  the  following  nuatei'hih]  ■ 

Fiusa'  CnicAao  UNivicusrry  i'lNANi:^  OouteATioN, 
lion,  Jamks  G.  fVIlAiUi 

Vhnimaiu  ^^iivoiat  i!!iHhvnmmlt^^^  / 
JIoifHc  Vommittec  on  PhtitvaHoit.  and  Lttbot^ 
f     House  of  Uvin^emitatiocBi^) 

DtiAtt  CoNoHKssMAx  o'IIaua  i  As*  a  foUow-ni)  to  ymti'  ii5Uj[???«stion  c1arln^^  the  Mny 
20tli  lieailiiKs*  ^ve  aro  {ileascd  to  submit  our  speolHc  rocoiniutMidations  fot?  lei^Ms- 
Uulvo  duuii?e«  la  the  Ottaraiitt'eti  Stttdont  Loaa  lH*o^?i'«ai,  ohatigas  which  we 
boUt»V(>  can  snb«tnntlntly  «tmiKthea  tlje  progmni  atirt  better  iissure  s'ttahMitH  ot 
access  to  itwured  loans.  These  changes  would  Involve  three  coordinated  and 
oointileuHMitary  develoiuuents. 

l«*lfst,  wt»  suggest  some  ohaaj^es  In  tlu>  adinintatmtion  of  OSWN  with  pai'ticMi- 
lar  refeiieneo  to  the  tnannei'  in  which  the  tioverainentai  stieeiat  allowance  Is  do- 
toi'inlnt'ri  and  nniiouaetnl  and  to  the  conditions  j,'ovornln«  tho  ai)i)lloablllty  of 
"  fwtofal  ,iasuraiK'e  to  a  dofaultwt  loan.  The  proposed  <*han«os  will  f»nable  loiulers 
to  inaUo  hetteif  ussossniouts  of  e^vpocted  yields  from  IciulinjU  In  GULP  and  to  uii* 
doi»stund  h^iii't  the  conditions  governing  loan  gtiat^an'tees. 

Second,  we  reconiiuend  the  encouragement  of  lending  l)y  institutions  of  hlgh<»r 
.  edtientlon  tinder  certain  conditions.  W*o  believe  an  e^^panded  role  for  seliool  lend- 
ers can  ftuther  improve  student  access  to  loans  and  nmUe  uviillable  wholesale 
private  capital  in  far  greater  amounts  than  those  which  can  be  attracted  on  a 
retail  basis  by  students. 
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Thli'di  bulldlrig  on  yowv  su««o»tlon  or  a  guuruuteo  of  ouv  Unm  to  the  school 
UMukn',  w«  suggest  tUo  establiHhiuont  ot  u  student  loan  -bacUod  security.  TlUs 
kind  oj!  security,  guaranteed  by  a  special  governnieiUal  body,  would  bo  a  program 
Innovation  that  would  be  cost  free  to  the  f^ovenuuent  and  would  serve  to' attract 
large  amounts  of  private  Investment  tiapltal  from  long-term  Institutional  Investors 
who  do  not  nornmlly  Invest  directly  In  student  loans.  Our  proposal  is  based  on 
the  proven  attractiveness  of  a  governnient  precedent  already  established  in  the 
FllA-VA  mortgage  area.  This  program  would  stlnuUate  greater  lending  by  exist- 
ing financial  lomlers  and  by  private  educational  Institutions  and  would  enable 
public  colleges  and  universities  to  lend  as  welh 

In  summary,  adeipnitely  staffed  school  lending  ImcUed  by  private  wholesale 
eaiiltal  can  complement  Improved  retail  lending  of  financial  institutions.  In  addl* 
tlon,  new  loan  origination  caimelty  can  be  stUnulate<l  by  the  attraction  of  new 
h»ng*term  sources  of  fiuids  to  complement  the  efforts  of  the  Student  Loan  Mar- 
keting Association,  This  would  particularly  audress  the  problem  of  the  Inevitable 
contraction  of  the  program  which  occurs  when  depository  institutions  (i.e,,  banks 
and  thrift  institutions)  with  short  maturity  liabilities  attempt  to  cope  with  the 
liiiuidity  problems  ami  earnings  pre.ssure  of  periods  of  tight  ukxu^v.  While  well 
suited  to  retail  or  wholesale  origination  of  FISL  paper,  such  uistltutlons  numt 
Imve  alternatives  for  transfer  of  such  assets  to  nmintaln  their  origination  ca- 
pacity. The  program  balance  achieved  thereby  should  provide  an  attractive  and 
cosi*elllcient  government  means  of  encouraging  private  support  of  postsecondary 
education. 

:T!ie  discussions  which  led  to  those  proposed  changes  are  based  on  the  need  to 
make  the  guaranteed  studout  loan  conUmomlii  attractive  to  the  most  a/i|)ro/)W«*« 
financial  capital  umrkets.  As  you  well  know,  inconsistency  in  the  availability  of 
loan  funds  has  represented  a  nmjor  tn'ogram  Weakness  in  the  recent  past.  The 
trend  in  new  loan  volutne  has  corresponded  directly  with  the  net  return  to  lend- 
<jrs,  These  trends  in  new  volume  and  net  return  are  shown  In  the  attached  graphs. 
V  WlUle  the  recent  student  loan  dollar  volume  has  only  declined  10%  per  year,  the 
10%  per  year  Increase  in  average  borrowing  per  student  to  keep  pace  with  rising 
costs  has  reduced  the  numbers  of  students  getting  loans  from  1,3  million  in  fiscal 
year  1972  to  only  820,000  In  fiscal  year  1974  (or  20%  per  year  decline  In  access). 
In  earlier  hearings,  however,  Congress  estlnmted  that  the  need  to  assist  students 
from  moderate  and  low-income  families  (about  25%  of  total  enrollment)  would 
rcduire  a  new  loan  volume  of  over  $2  billion  per  year  hi  this  fistial  year  1075, 

Our  suggested  changes  are  based  on  the  recognition  of  this  heed  for  an  addl** 
tiomU  {?1  billion  of  loans  per  year.  We  are  cautiously  optimistic  that  these  changes 
will  accomplish  this  goal  without  exorbitant  costs.  They  key  to  the  successes  of 
this  ai)proach  lies  in  the  replication  of  an  established  government  form  of  assist* 
ance  for  student  loans  with  the  same  economies  as  this  existing  gevernment* 
private  enterprise  partnership. 

Thank  you  again  for  the  chance  to  redommend  these  changes,  We  look  forward 
to  providing  any  additional  assistance  you  nUght  think  appropriate. 
Sincerely, 

i  Lucius  QaEoo, 

13nclo?mres. 
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Attachmknt  B 

Proposed  Changes  to  LEaistATXoK 

While  we  have  taken  the  liberty  of  Indieatlng  precise  change  »  existing  lefirts- 
latlon,  we  do  so  only  as  example  and  in  full  recognition  of  the  overriding  counsel 
i»xpertise  of  your  staff , 

I.  toAN  ORIGINATION  (MAXIMUM  AOCESS) 

A.  Lender  Should  Know  Expected  Yield  and  Risk.  . 

1.  Eliminate  discretionary  uncertainty  in  determining  special  allowance. 

In  accordance  with  the  Emergency  Insured  Student  Loan  Act  of  1960 : 

See.  2(a)  (1)  reads:  **Whenever  the  Secretary  of  Health,  Education  and  Wel« 
fare  determines  that  the  limitations  on  interest  of  other  conditions . , .  considered 
in  light  of  the  then  current  economic  conditions  and  In  particular  the  relevant 
money  market,  are  impeding  or  threatening  to  impede  the  carrying  out  of  the  pur- 
pose^  (Insured  student  loans)  and  have  caused  the  return  to  holders  of  such  loans 
to  be  less  tlmn  eauitable,  he  is  hereby  authorized  ...  to  prescribe  ...  a  special 
ullowance.** 

It  is  recommended  that  Sea  2  (a)  (1)  be  amended  by : 

(a)  Striking  out  "but  no  such  percentage  ...  in  excess  of  three  percen- 
turn  per  autuim",  im\  inserting  In  lieu  thereof,  **but  not  to  exceed  such  per- 
centuui  as  the  Secretary  finds  necessary  to  meet  the  needs  of  the  student 
loan  market."  ^ .     .  . 

(h)  Adding  at  the  end  of  Sec.  2  (a)  (1)  the  following  sentence! 

**The  method  of  determining  this  special  allowance. will  be  set  forth  in 
regulations  for  tlie  benefit  of  participating  lenders.  It  shall  be  determined 
HO  ns  to  provide  an  equittuble  return  to  the  holder,  and  set  forth  on  the  basis 
of  a  Drescribed  fixed  relationship  to  the  prevailing  Treasury  Bill  rate.  In 
addition,  the  Commissioner  is  also  authorised  to  fix  the  special  allowange 
at  a  constant  value  for  the  full  maturity  of  an  insured  student  loan,  on  a 
prescribed  basis,  when  determined  to  be  more  appropriate  to  the  holder  in 
furthering  the  purposes  of  this  Act.** 

ijomments: 

(a)  The  purpose  of  the  amendmetU  is  that  lenders  should  better  under- 
stand the  expected  return  on  student  notes,  and  that  the  HEW  Secretary 
be  authorlKod  to  establish  the  special  allowance  method,  by  removing  present 
celling.  AVe  only  advocate  fair,  not  high,  interest  rates. 

(h)  The  importance  of  prescribing  the  amount  of  the  special  allowance 
to  meet  the  purposes  of  the  Act  should  be  reattlrmed  (i.e.,  the  interest  in 
'  light  of  relevant  money  nmrket  conditions  which  cause  the  rate  to  be  less 
than  eauitable).  ^  .         ,  .  . 

(c)  The  Secretary  of  Health,  Education  and  Welfare  should  con^JUlt  the 
appropriate  representatives  of  the  private  lending  community  in  order  to 
achieve  the  maximum  support  of  participating  lenders.  If  possible,  this 
nmimer  might  consider  tying  the  rate  to  a  known  money  market  instrument 
such  as  a  Treasury  Bill.  ^  .....  . 

(d)  Without  the  assurance  of  an  "equitable**  rate,  an  originating  lender 
will  have  to  hold  a  substandard  loan,  or  sell  to  the  secondary  market  at  a 
deep  discoutit  which  will  discourage  future  origination. 

2.  Eltittlnate  the  uncertainty  in  the  specified  condition  of  the  gitarantee. 

tn  uocordanee  with  the  Higher  Education  Act  of  1068  i 

Wee.  430  (d)  reads  i  "Nothing  .  .  .  shall  .  .  .  excuse  the  holder  .  .  .  from 
exercising  reasonable  care  and  diligence  in  the  making  and  collection  of 
loans  .  .  .*' 

It  is  recommended  that  Sec.  480  (d)  be  amended  by ;  ^       .  . 

(a)  Adding  at  the  end  thereof,  the  following  sentence  J  **J*or  the  benefit 
of  participating  lenders  and  holders,  the  conditions  of  care  and  diligence 
jihrill  be  set  forth  in  regulations,  which  if  met,  will  provide  the  holder  an 
incontestable  pledge  of  loan  Insurance/* 

ComtcntBi 

(a)  It  is  not  Inappropriate  for  a  holder  to  take  some  risk  for  falltni*  to 
comply  with  prescribed  administrative  standards,  These  conditions,  how- 
ever, should  be  known  and  understood. 
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(6)  The  sottiiiK  of  t\mo  conditions  will  alleviate  lender  uncertainty  that 
the  governnjeut  will  be  capricious  in  Hie  indiscriminate  invalidation  of. 
insurance. 

(o)  Pue  diligence  should  bo  dellned  in  such  a  way  that  the  liolder  will 
understand  tho  conditions,  whidi  If  met,  will  assure  an  incontestable  In- 
surance, not  unlike  the  procedure  which  has  been  acceptable  to  lenders  in 
administering  FHA-VA  loans. 

(it)  Tlie  advice  of  experienced  and  professional  servicing  groups  should 
be  sought  in  establishing  the  conditions  of  duo  care  and  diligence. 
B.  Schools  Should  Be  Encouraged  to  Lend  with  Appropriate  Standards 
1.  In  accordance  with  the  Higher  Education  Act  of  1005 : 
Sec.  423  (a)  reads:  ^^Hxcept  [for  various  reasons  of  residence]  the  Conunis* 
.sioner  shall  not  issue  [a  direct  federal  license     J  ...  to  leaders  in  a  State 
If  he  determines  that  every  eligible  institution  Inis  reasonable  access  in  that  State 
to  a  State  .  ,  .  program  ..." 

It  is  recommended  that  Sec.  428  be  amended  by  adding  at  the  end  thereof,  the 
following  new  subsection  i 

**(c)  For  the  purposes  of  this  section,  reasonable  access  shall  be  determined 
by  the  Commissioner  on  the  basis  of  whether  potential  and  eligible  student  bor- 
rowers can  be  assured  that  insured  loans  will  be  available  in  ade<juftte  amounts 
on  a  contimting  basis,  In  furthering  this  assurance,  the  Commissioner  shall  issue 
certillcates  of  insuranca  to  educational  institutions  that  meet  reasonable  mini- 
mum standards  for  making  and  servicing  loans  under  this  part." 
Comments: 

(a)  Tills  chonge  will  autliorljse  the  Commissioner  to  allow  educational 
.  iustltutions  (particularly  colleges  and  universities)  to  participate  as  either 

a  preferred  source  of  loans,  or  a  last  reisort  source  as  appropriate. 

(b)  Such  lieeiise  will  permit  such  autliorlml  institutions  to  assure  stu- 
dents  of  the  availability  of  such  loans  at  the  time  when  the  student  is  decid- 
ing whether  to  pursue  a  postsecondary  education. 

(e)  Schools  can  look  to  internal  resources  or  borrow  funds  under  attrac- 
tive cbndltions  from  interested  nmjor  financial  institutions  who  desire  to 
make  more  funds  available  t^>  students  (i.e.,  on  a  wholesale  basis)  than 
can  be  justUled  under  their  retail  lending  program  alone. 

(d)  Tho  Commissioner  should  establi?iih  minimal  administrative  standards 
for  school  participation  as  lenders  in  order  to  assure  due  care  and  diligence 
in  the  making  and  servicing  of  these  loans.  He  avaihihlttty  muVme  of  cou* 
tmvtcd  ontfiide  pmfesHlomtt  nvrnkiny  should  be  an  important  factor  in  meet* 
ing  due  diligence  standards  for  many  schools. 

(e)  If  possible,  reasonable  standards  should  be  based  on  the  commitment 
of  the  institution  to  meet  mitilmum  re^iuiremeiits  of  the  siJ^e  and  quality 
of  their  appropriate  administrative  staff. 

II.  A  SWDBN'T  tOAN-BAOKKD  REOtmiTY  (SMJS)   (KKY  tKOlSIATIVK  mVlSXONS 

ATTAOIltJO) 

A.  What  is  it? 

We  propose  the  establishment  of  a  government  guarantee  of  the  timely  pay- 
ment of  prinpipal  and  Interest  on  an  instrument  backed  by  an  earmarked  pool 
of  insured  student  loans. 

Such  authority  would  be  analogous  to  the  FMA-VA  mortgage^backed  security 
pi*o^*am  of  the  Government  National  Mortgage  Association'  (Olnnie  Mae)  of 

Havitig  started  in  1070,  the  ONMA  mortgage^backed  securities  issued  over  three 
years  totaled  more  than  $7.3  billion  and  commitments  reachwl  $11.0  billion  to 
institutions  for  private  capital  investhients  in  FMA*VA  hiortgage  pools.  More 
significantly,  these  securities  have  attracted  private  pension  funds,  state  and 
locrtl,  retirement  funds,  Union  funds,  bank  trust  funds,  bank  security  p<)rtf6Uos, 
and  other  non^mortgage  oriented  institutions  which  now  comprise  over  80%  of 
the  new  issues* 

No  Congressional  appropriations  are  needed.  Inconie  needed  to  support  the 
public  corporatioti  would  be  derived  from  (1)  collecting  a  reasonable  guarantee 
fee  at  the  time  of  commitnieht,  and  (2)  net  income  from  a  goverhment-owned 
pool  of  Insured  student  loans  which  have  been  purchased  hy  funds  from  Treasury 
borrowin*?s  or  the  government  sale  of  participation  certillcates  to  private  lltmn* 
clal  Institutions.  The  net  Income  from  this  financing  approach  would  substantially 
otf*«et  administrative  and  guarantee  e>ipenditures. 
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Jl^mSn^^^^^  ^^r""f  ^^'^"}  long.turm  i!ivestor.s,  organizations  Ubo  a  Unlveiv 
f.lS        «^  bankers)  would  jjook  such  Investment  conu  iltiuents 

una  pm^;lmse  loans  from  orlf^iimtlng  jjchools  and  flnanchU  institutions  to  form 
the  portfolio  pool  of  student  loans  whleli  will  then  be  owned  ^  the  K^^^^^ 
S.ulfr'^^'''*'^      l'^^  University  FInunce-type  organlmtlon  wl  eh%vl  I  iX  re- 
ceived government  approval  to  Issue  this  security  and  serviee  tlio  u ml  of 
loans  tor  an  established  fee  from  the  investor/lf  the  am  uVrof  £ 
luurUet  is  followed,  many  «muiclal  coiDoratlons  and  banks  w^U  ex^^^^^^^^^^ 

inS?fm.^ft»n^''^^'  commltnumts  can  be  nuide  well  in  advance  of  purclmse  by  the 
o  fi?  and  school  lenders  can  thereby  nml<e  loans  with  the  assurance 

tit  "!n  ^^'^rt*         ^"^  approved  public  uuiversltles-lniany  of 

which  cannot  borrow  funds  to  originate  loans^'an  be  assured  of  receiving  cash 
l)y  selling  loans  shortly  after  origination.  »  *  *>uis 

One  advantage  of  this  approach  is  that  It  offers  originating  lenders  the  choice 

'  V*  ^'""^'^ly^l  '^^l*"^''    ^^^^^'^  additional  option 

of  obtaining  liquidity  from  a  Student  Loun^Backed  Security. 

In  addition,  this  security  represents  a  simple  instrument  which  avoids  much 
M^'**     loan  servicing  (1.  e.,  paperwork,  servicing,  doeimientathm, 
deftiults  and  delinquencies)  and  provides  a  ready  opportunity  to  sell  to  others 
u  later  desired» 

B.  Oovornment  Concerns  and  How  It  Works 

As  with  GXMA,  the  guaranteed  security  would  be  held  by  an  Investor  as  as- 
sured ot  timely  payment  of  principal  and  interest,  whether  collected  or  not  bv 
the  appr()ved  private  organljsatlon  responsible  for  servicing  the  earnmrked  imol 
ot  insured  student  loans  held  In  trust  (at  a  bank  for  example) » 

Securities  will  be  Issued  through  approved  private  and  government  spon- 
sored organizations.  To  allow  for  orderly  growth,  preference,  in  selection  of 
initial  issuers  should  be  given  to  organljjatlons,  which  have  the  strongest  pos- 
sible capital  base  (perhaps  as  nieasured  by  net  worth)  and  Avhich  can  support 
iidtlal  commitments  In  excess  of  some  minimum  level  (l.e.»  $10  million).  This 
provision  would  avoid  luidue  proliferation  of  issues  and  limit  the  number  of 
approved  issuers  to  a  level  which  can  be  controlled  by  HEW  and  Treasurv* 

The  pool  of  student  loaiis  which  buck  the  security  must  he  ptacvd  in  the 
mstodv  of  a  regntuted  flnanoiat  ImtUutlon  and  senlved  with  acceptable  stand- 
ards and  monthly  reporting.  ■ 

Fees  authoriised  to  be  paid  by  original  financial  or  school  lendei%  or  by 
feLBS  issuers  Include  those  for  application,  guarantee,  servicing,  custodial 
services,  etc. 

The  Issuer  will  make  payments  to  tlie  investor  within,  say  43  days  of  the 
date  due.  On  dellntiuenfc  colleetlons  which  exceed  45  days,  the  Issuer  must  make 
tlu>  paynumt  in  the  full  amount  due.  If  the  issuer  cannot  nuike  such  payment, 
It  will  !U)tlfy  the  incorporated  division  of  HEW  to  take  over  the  obligation. 
The  public  cortjoratioh  will  then  nmke  the  payment  due;  1^  can  then  hold  or 
sell  the  pool  of  loans  to  another  secondary  nmrket  Institution  and  it  will  have 


   prc..^^  

An  important  provision  will  relate  to  the  attractiveness  of  the  SLBS  yields 
to  potential  Investors.  The  variable  rate  nature  of  a  student  loan  presents  a 
serious  dUHeult.V  to  Investors  in  comparing  such  loans  With  traditional  flited 
rate  investtnents  such  as  mortgages  and  corporate. and  government  boiuls.  As 
a  result,  we  strongly  recommend  that  HKW  establish  procedures  for  fixing 
yields  on  the  iwrtfoUo  of  loans  which  back  a  student  loan  security.  We  also 
stroiigly  reconmiend  that  discounts  of  a  routine  nature  l)e  authoriiied  in  the 
selling  of  student  loans  under  the  SLBS  provisions^  for  school  lenders  as  well 
us  flnnnclal  institutions. 

The  *4ecretai»y  of  HEW  will  give  notice  of  proposed  fegulatlons  as  to  the  pfe- 
cist*  form  tlu»  security  should  take,  the  expected  procedures,  and  to  seek  the 
vl(»ws  of  public  and  private  ofttelals  for  early  Implementatiohi 
C.  Attractiveness  To  Individual,  as  well  as  Instltutlotml  Ihvestof 
While  the  long*term  institutional  investor  represents  a  major  and  more  con- 
tinuing source  of  Ihiuldity,  some  form  of  the  8LBS  could  be  equally  attractive 
to'  the  Individual  investor.  A  variable  rate  and  the  safety  of  a  government 
({uaratitee  will  l)e  attmetive  features.  The  remaining  features  that  would  be 


72 

required  to  attract  this  class  of  Investor  would  be  m^o  of  access,  reasonable 
aenonuuations  and  liquidity*  It  would  be  possible  to  accomplish  this  without 
great  difficulty. 

For  example,  if  legislation  providing  for  Student  Loan  Backed  Securities 
were  enacted,  it  would  be  simple  to  add  provisions  creating  a  retail  class  of 
such  f«ecurities.  Admitting  the  problems  and  costs  of  providing  access  to  in- 
iiivldualH  and  the  higher  transactions  costs,  the  necessary  provisions  Juight 
Include; 

1.  Minimum  denominations  of  $5)00(K-$10,000 ; 

2.  Extension  of  the  government  securities  exemption  to  securities 
registration ;  and 

3.  Insuring  that  the  ability  of  commercial  banks  to  deal  In,  underwrite, 
.  and  sell  government  and  municipal  securities  would  extend  to  this  instru- 
ment 

There  are  a  number  of  advantages  to  this  approach.  Probably  the  most  in\- 
portant  is  that  the  necessary  mechanisms  are  already  in  existence  and  ojierating. 
The  government  securities  dealers  nmrket  Is  well  established  as  are  the  facilities 
of  the  many  commercial  banks  that  will  execute  the  purchases  and  sales  of 
such  securities  for  Individuals.  It  would  he  a  simple  matter  to  add  this  kind 
of  security  to  the  stream  of  existing  transactions.  Such  a  development  might 
broaden  the  market  and  inject  new  funds  quite  quickly  compared  with  the 
process  of  creating  and  developing  a  network  to  the  institutional  nmrket.  Of 
course,  ' in  the  long  run  both  developments  are  complementary  and  highly 
desirable.  i 

( See  Attachment  0  for  suggested  legislative  language. ) 

•Student  Loan*Baokeo  SEcuniTV 

It  is  recommended  that  Part  B  Title  IV  of  the  Higher  Education  Act  of  IOCS 
be  amended  by  adding  at  the  end  thereof  the  following  new  section  i 

Purpose 

statutory  objectives 

•  Sec.  440(a)  The  Congress  hereby  declares  that  the  purpose  of  this  section  is 
to  authori^  the  establishment  of  a  jpublic  corporation  without  capital  stock 
to  issue  and  sell  securities^  collateralhsed  by  insured  student  loans,  insured  by 
the  Commissioner  under  this  part,  and  which  provide  liquidity  for  student  loan 
investments  in  addition  to  other  programs  authorissed  under  this  Act, 

Creation  ot»  Pum.io  CouroRATiox 

CORPORATE  STATUS 

Sec*  440(b)(1)  Tliere  shall  hereby  be  created  a  body  corporate  which  shall 
be  in  the  Department  of  Health.  Education  and  Welfare.  The  corporation  shall 
have  succession  until  dissolved  by  Act  of  Congress.  It  shall  maintain  Its  prln* 
cipal  office  In  the  District  of  Columbia  and  shall  be  deemed,  for  purposes  of 
venue  In  civil  actions^  to  be  a  resident  thereof.  Agencies  or  offices  may  be 
estnblished  by  the  corporation  in  siich  other  place  or  places  as  it  may  deem 
hecessary  or  appropriate  In  the  conduct  of  its  business* 

^tANAOEMENT 

Sec.  440(b)(2)  All  powers  and  duties  of  the  corporation  shall  be  vested  In 
the  Secretary  ot  Health.  Education  and  Welfare,  and  It  shall  be  administered 
under  the  direction  of  the  Secrettiry.  Within  the  limitations  of  law,  the  Sccre* 
tary  shall  determine  the  general  policies  wliich  shall  govern  the  operations  of 
the  corporation,  and  shall  have  power  to  adopt,  amend,  and  rei)eal  bylaws  gov- 
erning the  performance  of  the  powers  and  duties  granted  to  or  imposed  upon 
It  by  law.  The  Secretary  shall  select  ahd  effect  the  appointment  of  qualified 
persons  to  fill  the  offices  of  president  and  vice  president,  and  such  other  offices 
as  nmy  t)e  provided  for  In  the  bylaws*  with  such  executive  functions,  powers, 
and  duties  as  may  be  prescribed  by  the  bylaws  or  by  the  -Secretary,  and  such 
persons  shall  tie  the  executive  officers  of  the  corporation  and  shall  discharge 
at  such  executive  functions,  powers,  and  duties* 
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Loan  Pukoiiasr  ^UTiionnY  and  Htcvi  Limitation 

Sec.  440(b)  (3)  For  the  purposes  set  forth  In  Sec,  440(a)  nnd  subject  to  the 
Uniitiitions  ana  restrictions  of  this  sectli  ^ ,  the  corporation  is  authorl^sed,  pur- 
suant  to  cumautments  or  otherwise,  to  purchase,  service,  sell,  or  otherwise  deal 
m  any  student  loans  which  are  Insured  under  the  Higher  Education  Act  of 
lOGo :  provided,  that  the  corpovatlou  may  not  purchase  any  student  loans  at  a 
price  exceeding  100%  percentuiu  of  the  unpaid  principal  amount  thereof  at 
the  time  of  purchase,  with  adjustments  for  interest  and  any  comparable  Items. 

MANAURMENT  and  lilQUiPATJNQ  FUNCTIONS 

Sec.  440(c)(1)  To  carry  out  the  purposes  set  forth,  the  corporation  is  au- 
thorized aim  directed  to  establish  separate  accountability  for  all  its  assets  and 
liabilities  and  to  nuilntaln  such  accountability  for  the  orderly  liquidation  of 
.SUcli  assets  and  liabilities  as  provided  in  this  sectou, 

rUlVATE  FINANOINO 

Sec.  440(c)  (2)  For  the  purposes  of  section  and  to  assure  that,  to  the  maximum 
extent,  aiul  as  rapidly  as  possible,  private  financing  will  be  substituted  for 
Treasury  borrowings  otherwise  required  to  carry  student  loans  held  under  the 


terest  as  may  be  determined  by  the  corporation  with  the  approval  of  the 
Securetary  of  the  Treasury,  to  be  redeemable  at  the  option  of  the  corporation 
before  maturity  in  such  manner  as  may  be  stipulated  in  such  obligations!  but 
in  no  event  shall  any  such  obligations  be  Issued  if,  at  the  time  of  such  proposed 
issuance,  and  as  a  consequeiice  thereof,  the  resulting  aggregate  amount  of  Its 
outstanding  obligations  under  this  subsection  would  exceed  the  amount  of  the 
corporation's  ownership  under  the  aforesaid  separate  accountability,  free  from 
any  Hons  or  encumbrances,  of  cash,  and  obligations  of  the  United  States  or 
guaranteed  thereby,  or  obligations,  participations,  or  other  instruments  which 
are  lawful  Investments  for  fiduciary,  trust,  or  public  funds,  The  proceeds  of 
any  private  financing  effected  under  this  subsection  shall  be  paid  to  the  Secre- 
tary of  the  Treasury  In  reduction  of  the  indebtedness  of  the  cori>oration  to  the 
Secretary  of  the  Treasury  under  the  aforesaid  separate  accountability.  The 
corporation  Is  authorl/.od  to  puchase  in  the  open  maket  any  of  its  obligations 
outstanding  uiider.thls  subsection  at  any  time  and  at  any  pried 

TUKASOttV  l^lNANCINO 

'Sec,  440(c/(8)  Tlie  corporation  may  issue  to  the  Secretary  of  the  Treasury 
its  o[)tlgatlons  in  an  amount  outstatullng  at  any  one  time  suiHcient  to  enable  the 
corpomtlon  to  carry  out  its  functions  under  this  section,  such  obligations  to 
mature  not  more  than  ton  yeaw  tma  their  respective  dates  of  Issue,  to  be  re- 
deemable at  the  option  ot  the  corporation  before  m;aturlty  In  such  manner  as 
nmy  be  stipulated  in  such  obligations,  tincli  such  obligation  shall  bear  Interest 
at  a  rate  determined  by  the  Secretary  of  the  Treasury,  taking  into  consideration 
the  current  4tverage  rat^  on  outstanding  marketable  obligations  of  the  tTnitod 
States  as  of  the  last  day  of  the  nionth  preceding  the  issuance  of  the  obligatlor  of 
the  Corporation.  The  Scci'etary  of  the  Treasury  Is  autliorhied  to  purchase  any 
obligations  of  the  coriioratlon  to  be  Issued  under  this  section,  and  for  such  pur- 
pose the  Secretary  of  tJu»  Treasury  is  .tiuthorlsted  to  use  as  a  public  debt  transac- 
tion the  proceeds  ^rom  the  sale  of  any  securities  Issued  under  the  Second  Liberty 
Moiid  Act,  as  now  or  hereafter  in  force,  ami  the  puii>oses  for  Which  securities  nmy 
be  Issued  under  the  Second  Liberty  lioiid  Act,  as  now  or  hereafter  In  for(»e,  are 
extended  to  include  any  purchases  of  the  eoriwration's  obligations  hereunder. 

AimtOUlTV  to  OUAnAiNTtJt)  SKC.UniTtMS 

Sec.  440(c)  (4)  The  corporation  Is  authorliiwl,  upon  such  terms  and  conditions 
as  it  iuay  deem  appropriate,  to  guarantee  the  timely  payment  of  prhiclpal  and  of 
interest  on  such  trust  certificates  or  other  securities  as  shall  (1)  be  Isstied  to 
private  or  govermnent-st)onsf)red  organlsiatlons  approved  for  the  purposes  of  this 
section  by  the  cort>oration,  and  (2)  be  based  on  and  backed  by  a  trust  or  pool 
C(anpoyed  of  student  loans  which  are  insured  under  Title  IV  of  the  Higher  Educa- 
tion Act  of  1003. 
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FKRS  AND  CHAR0R8 

roasonablo  fee  for  ,nny  stwrttiity 
rh«I.li  ^^'"P  Pl"'^?       payment  as  and  when  due  in  cash,  and 

Anv^p^^lS.".^  subrogated  fully  to  the  rights  satisfled  by  sudi  payment. 
fin«  f«l,^fd''  f        ?*^®''  '"^^    t'*®  contrary  notwithstanding,  tlio  corpora- 
dhPM.  J  !S5Jn^^^^         in  connection  witli  any  guaranty  under  this  section, 
J?^^  nvHn^^f.^fl,*'^"**®''  ^"•''^'^'^e  by  contract  wltii  the  issuer  for 

Wni  wf,S^  .T"  °f  «»y  redemption,  e.iuit«ble, 

iS  ^  °*iu''.f*^'*i!  i»t««'est  of  the  Issuer  in  any  stivdent  loan  or  student 

IS/     ,    .il^'  against  whicli  the  gimrfluteed  securities  are 

!J"  1  ^""^  ""^^y^^J  0^  guaranteed  securities,  in  the  event  of 

fS  ilaH?.,?"''^."'!"**  <'"i®»^^''8«  t«  «»e  terms  of  the  eontmet,  the  student  loans 
that  constitute  such  trust  or  iwol  shall  become  the  absolute  property  of  the  cor- 
KdnL'S^f'L""/?  the  unsatisfied  rights  of  the  UoldeiirJf  the  Lcm^^^^^^^^ 
based  on  and  backed  by  such  trust  or  pool, 

VVhh  FAITH  AND  CREDIT 

„«SlS*llnP  and  credit  of  the  United  States  is  pledged  to  the  payment  of  all 
amounts  which  uwy  be  reauired  to  be  paid  under  any  guaranty  underthls  section. 

'SePABATB  AcCOUN'fAMtn'Y 
BBNmTS  ANU  BURDENS  THAT  INUttE  '£0  BECRETAUY  OP  1'KEASUBY 

^^i  «»e  .benefits  and  burdens  Incident  to  the  administration  of 
the  functions  and  operations  of  the  corporation  under  section  (e)  of  this  title, 
after  allowance  for  related  obligations  of  tlie  corporation,  its  prorated  expenses, 
and  the  like,  Including  amounts  required  for  the  establishment  of  such  reserves  as 
the  Secretary  of  H^ltli,  Education  and  Welfare  sliall  deem  appropriate,  shall 
inure  solely  to  the  Secretary  of  the  l^reasury,  and  such  related  earnings  or  other 
amounts  n»  become  available  shall  be  paid  annually  by  the  eon>oratlon  to  tlie 
■Secretary  of  the  Treasury  for  covering  into  miscellaneous  receipts. 

General  Powers 
corporate  powers  anb  sue  and  be  sued 
'Sec.  440(e)  (1)  ^e  corporation  shall  have  power  to  adopt,  alter,  and  use  a 

^af'^f^^r^'  '^^^''^        ^«  to  enterffiand  pe55m  t^n 

tmcts,  leases,  cooperative  agreements,  or  other  transactions,  on  stich  terms  as 

"fiS?/  J?r.!S.SP^\''?^«?*?'  ^1*^  5"^  ^^^^'^y  instrumentality  of  the  United 
A^''-^  '1  .T^"'^*"'?'  ?^  possession,  or  the  Oonunonwealth  of 
PollMcal  subd  vision  thereof,  or  with  any  person,  firm, 
association,  or  corporation ;  to  execute,  in  accordance  with  Its  bylaws,  all  Instru. 
meats  necessary  or  approprinte  In  the  exercise  of  any  of  Its  powers;  In  its  cor- 
porate name,  to  sue  and  to  be  sued,  and  to  complain  and  to  defend.  In  any  cotu't 
of  competent  jurisdiction.  State  or  Federal,  but  no  attachment,  Injunction  or 
other  similar  process,  mesne  or  final,  sh^ll  be  issued  against  the  property  of  the 
corporation  or  against  the  corporation  with  respect  to  Its  property. 

AttTttoRtTIf  TO  SET  fBES  DISCOUNTS,  RATES 

iSgc.  440(e)  (2)  To  further  the  purposes  of  this  Act,  of  providing  for  a  creator 
Sfyil'lll  n         ffntlnuous  basis  to  the  student  loan  Investment  market, 
.  <.H*"i^  ^^"^  ¥  regarding  limits  to  allowable  fees,  discounts,  and 

£i  *J^^1'"ll'^V/'^1  ^*,t<'"*  minimise  uncertainty  to  originators 

m^l¥i!f«^^t  these  allowances  will  be  deter- 

mined  such  that  the  yield  to  potential  holders  can  be  compared  and  will  be  com- 
petiHve  with  similar  security  investment  opportunities.  «uoh  prosci-ibcd  allow- 
lSlons^SLhlftm?t.  ^o**  ''"»"'^B  I'^'Klei'M  within  the 

**fbtJctAttY  Powers 

WDVCIAftT  POWfittS  (1)  ANU  \UT110«1TV  TO  OUARANTEE 

Jee.  4'10(f)(l)  ^fotwlthstttndlhg  any  other  provision  of  this  part  or  of  anv 
other  law,  the  corporation  Is  ttuthoristed  under  subsddtlol?  (?)  to  create,  Impl' 

i  O 
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execute  and  otherwise  ndialnlster  In  all  respects  such  trusts,  receiverships,  con- 
servntorsliips,  liquiantlng  or  other  agencies,  or  other  firtuelnry  and  representative 
undertrtklngs  and  activities,  hereln^ifter  lu  this  sulxsection  called  "trusts*',  as 
might  be  appropriate  for  flnandng  purposes  j  and  in  relation  thereto  the  coriwra* 
Uou  may  acquire,  hold  and  numage,  dispose  of,  and  otherwise  deal  in  any  student 
loans  or  other  types  of  obligations  in  which  the  Department  of  Health.  Education 
and  Welfare  may  have  a  financial  interest.  The  .corporation  may  join  in  any  such 
undertaking  and  activities  notwitlistanding  that  it  is  also  serving  in  a  flduci;ju\v 
or  representntlve  capacity  i  and  is  authorl'/ed  to  guarantee  any  imrticlpations  or 
other  instruments,  issued  for  stich  fin;ancing  panoses. 

SEO  KXEMmoN   (2)  AND  ESTABUSHMENT  OP  TKUSTS  <3) 

Participations  or  other  instruments  issued  by  the  corporation  pursuant  to  this 
subsection  shall  to  the  same  extent  as  securities  which  are  direct  obligations  of 
or  obllgiitions  guaranteed  as  to  principal  or  interest  by  the  United  States  be 
deemed  to  he  exempt  securities  \vithin  the  meaning  of  laws  administered  by  the 
Securities  and  Exchange  Commission. 

Subject  to  the  limitations  provided  in  paragraph  (7)  of  this  subsection,  one  or 
more  tnists  nmy  be  established  as  provided  in  this  subsection  by  the  Department 
of  Healthy  Education  nnd  Welfare,  but  only  with  respect  to  loans  to  help  finance 
sttident  lo^in  programs. 

XnUST  INSTnUMENT  <4) 

Tlie  head  of  this  department  hereinafter  In  this  subsection  called  the  "trustor", 
is  authorized  to  set  aside  a  part  or  all  of  any  obligations  held  by  him  and  subject 
them  to  a  trust  or  trusts  and,  Incident  thereto,  shall  guarantee  to  the  trustee 
timely  payment  thereof.  The  trust  instrument  may  proWde  for  the  issuance  and 
sale  of  beneficial  interests  or  participations,  by  the  trustee,  in  such  obligations 
or  in  the  right  to  receive  interest  and  principal  collections  therefrom ;  and  may 
lirovide  for  the  substitution  or  withdrawal  of  such  obligations,  or  for  the  sub* 
stitution  of  cash  for  obligations.  The  trust  or  trusts  sivall  be  exempt  from  all 
tajcatlon.  The  trust  instrument  may  also  contain  other  appropriate  provisions  in 
keeping  with  the  puri)oses  of  this  subsection.  The  corporation  shall  be  namcKl  and 
shall  act  as  trustee  of  any  such  trusts  and,  for  the  purposes  thereof,  the  title  to 
such  obligations  $hall  be  deemed  to  have  passed  to  the  corporation  in  trust.  The 
trust  instrmnent  shall  provide  that  custody,  control,  land  the  administration  of 
the  obligations  shall  i^emain  in  the  trustor  subjecting  the  obligations  to  the  trust, 
subject  to  transfer  to  the  trustee  in  the  event  of  default  or  probable  default,  as 
determined  by  the  trttstee,  in  the  payment  of  principal  and  interest  of  the  bene* 
ficlal  Interests  or  participations. 

wsrosmoN  ob»  mocEEDs  m  and  efj^eot  sales 

Collections  from  obligations  subject  to  the  trust  shall  be  dealt  with  as  provided 
In  the  Instrument  creating  the  trust.  The  trust  instrumient  shall  provide  that  the 
trustee  will  promptly  pay  to  the  trustor  the  full  net  proceeds  of  any  sale  of  bene* 
ficlal  interests  or  participations  to  the  extent  they  are  based  tipon  such  obliga- 
tions or  Collections.  Such  proceeds  shall  be  dealt  with  as  otlierwise  proWded  by 
law  for  sales  or  repayment  of  such  obligations.  The  effect  of  both  past  and  future 
sales  of  any  issue  of  beneficial  interests  or  participations  shall  be  the  same,  to  the 
extent  of  the  principal  of  such  Issue,  as  the  direct  sale  with  recourse  of  the  obli- 
gations subject  to  the  trust  Any  trustor  creating  a  tnist  or  trusts  hereunder  is 
atithorlsjed  to  purchase,  through  the  fticlHtles  of  the  trustee,  outstanding  bene* 
ficlal  interests  or  participations  to  the  extent  of  the  amount  of  his  responsibility 
to  the  trustee  on  beneficial  interests  or  participations  outstiindlng,  and  to  pay  his 
proper  share  of  the  cnste  and  eicpenses  incurred  by  the  ooitvoration  as  trustee 
pursuant  to  the  trust  instrunient 

.  Ot^AttANW  »V  TttUSTOtt  (d)  '^'^ 

When  nny  trustor  guarantees  to  tlie  tntstee  the  timely  payment  of  obligations 
he  subjects  to  a  trust  pursuant  to  this  subsection,  and  it  becomes  necessary  for 
such  trustor  to  meet  his  responsibilities  under  such  guaranty,  iie  is  authoilssed  to 
fulfill  such  guarantyi 
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AWUIOPUTATION  ACT  AUTH0UIS5ATION  (7) 

Beneficial  Intoi-est  or  participations  shall  not  be  issued  for  the  account  of  any 
trustor  in  an  aggrregiate  principal  amount  greater  than  is  authorixort  with  resiwot 
to  such  trustor  in  m\  appropriation  Act  Any  such  authorization  shall  renuUu 
available  only  for  the  flscal  year  for  which  it  is  granted  and  for  the  succeeding 
fiscal  ^e^ar. 

ArrnopauTioN  AU'ruoniTV  fou  insufficienoiks  w 

The  coriK>ration,  as  trustee,  is  authorized  to  issue  and  sell  beneficial  Interests 
or  particlimtlons  under  thin  subsection,  notwithstanding  that  there  may  be  an, 
insufflcleucv  in  aggregate  receipts  from  obligations  subject  to  the  related  trust 
to  proNide  for  the  payment  by  the  trustee  (on  a  timely  basis  out  of  cun'eiit  rt». 
ceipts  or  otiierwise)  of  nil  Interest  or  prlnoliml  on  such  interests  or  participations 
(after  provision  for  all  costs  and  expenses  incurred  by  the  trustee,  fairly  prorated 
among  trustors).  Thei:e  are  authorized  to  be  appropriated  without  fiscal  yt»ar 
limitation  such  sums  as  may  be  necessary  to  enable  any  trustor  to  pay  the  trustee 
such  Insufiiclency  as  the  trustee  may  require  on  account  of  outst^mdlng  beneficial 
hitere>s^ts  or  participations  authorized  to  be  issued  pursuant  to  imragraph  (7)  of 
the  subsection.  'Such  trustor  shall  make  timely  payments  to  the  trustee  from  such 
appropriations,  subject  tonmd  In  accord  with  the  trust  instnunent. 

nOM.OVKH  AUTHOUITY  "  (0) 

In  the  event  that  the  Insufiiciency  required  by  the  trustee  Is  on  account  of 
principal  nmturltles  of  (mtsiundlng  beneficial  interests  or  participations  author- 
ized to  be  Issued  pursuant  to  paragraph  (7)  of  this  subsection,  or  pursuant  hereto, 
the  trustee  is  authorized  to  elect  to  issue  additional  beneficial  Interests  or  par- 
ticipations for  refinancing  purposes  In  lieu  of  reijulrlng  any  trustor  or  trustors 
to  nuike  payments  to  tlie  trustee  from  appropriated  funds  or  other  sources. 
Each  such  Issue  of  beneficial  Interests  or  participations  shall  be  In  an  amount  de* 
termlned  by  the  trustee  but  not  in  excess  of  the  aggregate  amount  which  the 
trustee  would  otherwise  require  the  trustor  or  trustors  to  pay  from  appropriated 
funds  or  other  sources,  and  nmy  be  Issued  without  regard  to  the  provisions  of 
paragraph  (7)  of  this  subsection.  All  relhuinclng  Issues  of  bciietlclal  Interests 
or  participations  shall  be  deemed  to  have  been  Issued  pursuant  to  the  authority 
contained  In  the  approprliition  Act  or  Acts  under  which  the  beneficial  Interests 
or  participations  were  originally  Issued. 


FittS'r  CuioACo  Univkusxtv  Finaxck  CoitrouATiON, 

Ohieaoot  til,  Aimfit  2,%  iff7//. 

Hon.  Jamks  0.  0*tlAUA, 

Chairmon,  Sf)eoioi  Suhaommittee  on  Mumtion,  Itoim  Commltte.i^  on  EduvfUion 
and  Lahors  Vamon  House  Office  HuMing,  WuHhinoton,  1)*0, 

Dkah  CoNoUKssNrAN  0*Hauaj  'fhe  attached  discussion  paper  completes  our 
recommended  changes  on  how  school  lenders— with  proper  back-up  support  and 
roriihitlous— can  assure  students  access  to  guaranteed  loans. 

We  are  pleased  to  have  been  Invited  to  uuike  these  specific  suggestions,  and 
I  am  pnrtlcuhirly  grateful  the  fituinclal  expertise  which  our  sister  organization. 
The  First  National  lia!d<  of  Chicago,  nntde  available.  From  our  experience,  the 
lmt)rovements  proposed  will  permit  the  Guaranteed  Student  Loan  Program  to 
achieve  Its  desired  objectives,  with  appropriate  roles  for  schools,  financial  Instl- 
tuthms,  and  government. 

Oiu*  .tuly  11  letter  focused  on  the  specific  recommendations  for  legislative 
change.  The  attached  discussion  suggests  why  and  how— particularly  with  con- 
cern for  access  and  equity.  Speclflehlly,  It  address  the  following; 

1.  Today,  (i^hP  lending  should  be  over  $8  billion  per  year— with  capac.'lty 
for  $5  billion  by  1070— to  meet  students  needs. 

2.  Batiks  alone  probably  will  not  be  able  to  meet  this  demand  through  direct 
letidlng  to  students.  This  $8'-$5  billion  per  year  Is  several  times  larger  than 
the  annual  growth  In  all  personal  loans  by  commercial  banks,  Private  capital 
Is.  liowever,  more  available  If  tapped  In  larger  denoudnatlons. 

8.  School  lenders,  with  backing  f rotn  banks,  can  provide  students  more 
asstu'ed  access,  and  more  effectively  tap  the  wholesale  private  capital  market 

4.  Banks  win  lend  to  all  government  approved  school  lenders  If  they  can 
be  assured  of  repayment  by  selling  the  school-originated  student  loans  to 
secondary  market  Investors  (and  with  a  fair  return), 
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6,  The  pi'opoml  *'StU(lont-Loan-Baokea  Security"  provides  banks  with  this 
assurauce  and  thereby  iiiukes  It  posHible  for  nil  approved  schools  (public  auil 
private,  rich  and  poor)  to  meet  their  students*  needs.  Loan  servicing  wouUl 
be  performed  by  financial  institutions. 

6.  ;f 0  prevent  abuse,  we  propose  that  the  ^Industry"— namely  higher  edu- 
cation and  vocational  training  Institutions— be  given  an  opportunity  to  police 
Itself,  Self-policing  has  worked  well  in  higher  education,  sometimes  using 
severe  punitive  measures  on  its  non-conforniltig  uannber  lustltntlons. 

7.  Finally,  we  view  the  above  as  an  activity  which  will  complement  the 
secondary  unirketing  elfort  of  Sallie  Mae.  SLMA  could  undottbedly  handle  a 
large  portion  of  the  $3-i$5  billion  per  year  of  originated  loans,  but  the  .slg- 
nUleant  renmlnlng  portion  would  reach  the  secondary  nuirket  Investors 
through  the  *'Student-Loau-UacUed  Secnrity"  program.  The  two  would 
complement  each  otheri 

Thanks  again  for  the  opportutilty.  We  stand  ready  to  provide  any  additional 
infbrmatlor  you  find  desirable. 
Sincerely, 

Lucius  P.  QuKQO,  Jr. 

Enclosure. 

A  Discussion      'riip,  Ouauantiskd  Stuuknt  Loan  Puoquam  (1074-70) 

Discussion  Summauy 

The  nmjor  objective  of  GSLP  should  be  that  no  student  be  denied  access  to 
postsecondary  education  because  of  liiumclal  need. 

'As  costs  of  obtaining  a  higher  education  increase  over  time  and  students  are 
expected  to  finance  a  larger  share  of  the  costs  through  self-help,  the  role  of 
loan  financing  In  meeting  an  expanded  self-help  respunslblUty  Is  going  to  Increase. 

Today*  GSLP  (at  ^1  blUlon  per  year)  Is  fai'  froui  meeting  student  ueeds. 
To  bo  miHOHahly  effect iM  in  imhUno  needy  stmlenis,  VdH-^lo  lending  should 
be  over  SJJ  billion— and  capable  of     billion  In  1070. 

Based  on  these  needs,  who  tiien  should  orlgltmte  the.se  loatis?  The  interest 
of  banks  will  continue  given  a  fair  rate  of  return.  However,  the  denumd  for 
$8  to  .$5  billion  per  year  In  loans  to  between  three  and  four  million  student  bor- 
rowers Is  comparable  t4>  aiul  posslWy  exceeds  the  national  animal  growth  of 
personal  loans  by  banks  to  all  customers. 

If  properly  regalaled,  schools  (particularly  colleges  and  universities)  have 
shown  the  capability,  the  Interest,  and  the  need  to  assure  students  that  needed 
loans  will  be  available.  To  be  equitable,  wlde^scale  participation  of  schools  as 
leiulers  will  be  necessary  and  can  be  reasoiuibly  achieved  with  the  proper 
support  of  fclie  financial  coiiununlty* 

Colleges  and  universities  essentially  require  three  things  to  be  effective  6SLP 
lenders:  (1)  sufilclent  private  capital  to  make  tlie  loans;  (2)  assistance  In  sell- 
ing their  student  loans  once  made;  and  (B)  cost-efHclent  loan  servicing.  Celling 
and  servicing  loans  are  tradltiotml  roles  for  .luiiiks  atul  other  financial  Institu- 
tions—well established  in  the  liome  mortgage  field. 

The  crltlcnl  rptestlon  Is  whether  all  the  ai)proved  college  lenders  (up  to  2500) 
can  depend  on  the  availability  of  tidetptate  private  capital  to  the  extent  needed, 
tn  tnrn«  tills  availability  depends  essentially  on  whether  banks  can  be  assured 
of  getting  their  money  back  in  a  reasomil)le  time  with  a  fair  return,  t^or  03% 
of  the  colleges.  It  bolls  down  to  the  assnnmce  of  a  secondary  market  to  buy 
loans  made  by  each  school  lemler. 

This  assurance  for  the  school  lender  Is  proposed  as  a  new  form  of  guaniiitee 
called  a  <'student-loa unbacked  security".  It  Is  modeled  after  the  presently  iittrac* 
tlve  ami  tlme*tested  goverinnent  assistance  role  In  financing  FlJA  mortgages 
to  lielp  stabilise  the  availability  of  these- low-Interest  goverimient*guaranteed 
mortgages  through  the  mortgage-backed-seeUrlty, 

The  lmj)orfijn('e  of  this  proposal  to  college  and  university  lenders  is  that  this 
new  form  of.  guarantee  Is  a  tu'oven  means  of  assuring  schools  at  the  time  of 
orlghmtlon  that  their  loaiis  Will  be  sold,  lluleed  it  is  standard  practice  for  the 
purchase  commitment  to  be  available  months  in  advance  of  tnaidng  the 
loans.  IMibllc  colleges  as  well  as  the  vast  number  of  private  Institutions  (iniinv 
of  which  are  only  modestly  endowed)  cau  thereby  lend  to  the  full  extent 
authorised. 

'This  new  form  of  guarantee  will  facilitate  the  growth  in  secondary  nuirket 
oi)portunittes  to  comifiement  SalUe  iMae's  efforts.  Both  are  needed  If  GSLP  is 
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to  provlile  a  veasonuble  amm  lovol  of  .$3  to  .$5  billion  In  new  loans  per  yeav. 

In  addition,  this  new  guumntee  will  also  attract  large  amounts  of  private 
Invostniont  capital  from  secnrlty-ndnded  long-tenn  Institutional  Investors  who 
do  not  normally  invest  directly  in  student  loans.  Further,  these  new  sources  of. 
funds  arc  less  vulnerable  to  cycles  of  money  supply  and  historically  have  found 
student  loan  interest  rates  attractive  when  coihpared  with  alternate  opportu* 
nities,  The  student-loan-backed  security  prui)osed  could  be  funded  without  the 
need  for  annual  Congressional  apiiroprlatlon,  and  would  oifer  the  needed  slm* 
pllclty  i;nd  assuranoe  required  by  tlie  large  Investor, 

Finally,  If  school  lenders  can  help  assure  students  access  to  loans,  what 
procedures  are  needed  to  prevent  abuse  and  to  make  certain  that  schools  use 
uniform  standards  in  determining  loan  awards,  This  discussion  suggests  that 
Industry-wide  self  policing  be  used,  whereby  regional  visiting  committees  of  fellow 
flnanclal  aid  officers  of  an  existing  national  organljsatlon  will  periodically  audit 
the  practices  of  member  Institutions.  lOxperience  shows  that  in  higher  education, 
for  example,  self-policing  has  been  quite  effective  In  monitoring  a  degree  of 
uniformity  In  their  educational  practices  as  in  accreditation,  etc. 

(AmBB)  .  . 

A,  No  qualified  student  shotdd  be  barred  from  education  beyond  high  school, 
due  to  lack  of  money,  GSLP,  together  with  all  presently  available  resources, 
should  allow  any  student  to  pay  much  of  his  or  her  own  way,  if  necessary, 
at  any  college  univor^;ity  or  other  postsecondary  institution  to  which  he  or  she 
could  gain  admission. 

(Gomplenientary  Suppaii) 

B,  OSLP. should  provide  flexible  baelwip  support  to  all  other  aid  programs--' 
federal,  state  and  institutional— to  make  it  possible  for  each  student  to  Come 
up  with  a  package  of  support  sufficient  to  meet  his  or  her  needs— and  independent 
of  the  vagaries  of  the  money  market, 

(Oenutne  Ghoke) 

C,  GSLP  should  provide  students  themselves  with  Hhe  resources  that  allow 
them  to  make  the  serious  choices  among  those  institutions  wliich  accepted  them 
for  admission.  Choice  is  closely  related  to  access.  Promise  of  access  mu»t  be 
made  real  by  assurances  of  reasonable  choice.  This  access  to  postsecondary 
education  must  not  be  denied  on  the  ba£$ls  of  financial  status. 

It  How  tAttdfcI,SHOt;tD  OStP  HE  ^W?  (1074) 

A,  While  OSLP  may  be  vlew*ed  as  a  mean^J  of  support  for  all  students,  W  tB 
esHenttat  fry)*  time  from  tm^o-modemte  family  hmmes.  What  then  should  be 
considered  as  the  minimally  acceptable  lending  level  if  GSTjPIs  to  assure  access-- 
with  choices  for  all  students  enrolled  in  postsecondary  education? 

mmr  nekd  m  insured  loans  i 
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0  to  $7.5 

$7.Sto$iS 

Over  $15 

Totals 

a  000 

4,000 

20,000 

Full*tiiiid  dnrotlitieht  (thousands)! 

748 

im 

388 

3,186 
1,623 

2,270 

6,800 

$500 
%12 

$2. 8S0 
$250 
$0.6 
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[  Ooo  ()OoS^  CSSi  NCFPe,  drtd  Afie,cuif()nt  i>opulMIOft  survey,  CoopOMllvo  liistltuto  fojo^fch  pfOgMiti, 

*i  U.S.  ^umi  U  Conaus  (Odoher  1472). 

^  Ndtlortal  C<)mmlsslon  on  Fitianoin^  Postsooonddfy  gdufiddoti  (NCFPE). 

^  Cost  tosii  othor  rosourcos  for  atl  sludonts  (l.o.,  pmnW  contrlbuilOh,  600,  Institutional  aid,  Stato  scholarship,  othor 
ss6St$-*-sci0  apptirtdi)!). 
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II,  now  I.AUQR  SllOVM)  OSM>  UK  NOW  ?  (1074) 

B.  Of  tho  6,7  mtlUon  fuU-time  stutlonts  In  posMocoiulary  eductaion,  1,7  aiillton 
luive  a  ptu'untal  income  of  lo^s  than  $T)UOO;  ami  2,5  niilUou  students  are  between 
$7,500  and  $i3,000, 

Current  estimates  of  students*  costs  and  resources  are  based  principally  on 
CKKD/CSS  data,  ot  ah 

leased  on  llnaucial  need,  it  Is  not  uureaso^iable  to  expect  students  to  borrow 
the  minimum  amounts  as  follows ; 

...  Of  low  income  students,  90%  will  honow  $000  pa'  year  (for  an  average 
of  .$800  per  total  population ) . 

...  In  the  mld-lncome  range,  30%  iOlU  hormo  $lfiOO  por  year  (for  an  average 
of  $500  per  total  pop^ilat ion). 

...  In  the  upper  income  range,  25%  wlU  horvow  $lfiOO  per  year  (for  an  aver«» 
ajct*  of  .$250  per  total  population) , 

WliUe  parents  making  .$7,500  to  $15,000  will  contribute  more,  their  students 
•  Will  qualify  for  less  federal,  state,  and  institutional  aid  to  meet  tlie  higher  cost 
of  education  tliey  experience.  Students  from  fanUlles  over  $15,000  can  look  only 
to  parental  Income,  unless  a  student  loan  Is  available  to  some,  to  meet  even  greater 
educational  costs.  It  lias  been  the  intent  of  Congress  and  the  Executive  that 
GSLP  stand  as  a  mechanism  to  relieve  the  burden  of  escalating  costs  on  some 
middle  and  upper-mtddle  income  families,  as  well  as  isubstantial  support  of  lower 
Income  students. 

0.  If  GSLP  Is  to  meet  these  ueeds^  annual  lending  volume  should  approximate : 

mm 

Under  .$7,500  family  Income.-;^^  ^  -  —  «  $1, 4 

.$75OO-.$15,0OO  family  income  -     1.2 

over  .$15,000.  family  income-   .  ^^^^^^^^^  .0 

Total      ^  3.2 

Therefore,,  if  OHtV  is  to  be  reasonably  accessible  to  large  numbers  of  low-to-* 
middle  Income  families  and  provide  assistance  to  a  limited  number  of  others,  futt 
avoesH  tendlnff  volume  ahotild  appi^oavh  $S*2  bitUon  per  year  now  in  order  to  meet 
the  original  program  objectives, 

III.  ttow  iiAttOE  movw  ostx»  tttj  ttf  nvn  yBAtts  ?  cioto) 

A.  Tho  cost  of  a  college  education  has  increased  more  than  S8%  since  1900  for 
an  average  annual  rate  of  at  leadt  0^7%  per  year,  lilstimates  are  that  this  Increase 
will  continue  into  1879* 

A  proportionate  increase  In  the  minimum  GSLP  volume  for  reasonable  access 
(with  no  enrollment  Increase)  would  project  to  .$4.4  billion  per  year  in  new  loans* 

B.  With  only  a  10%  growth  in  full  time  enrollment,  (per  recent  U.S.O.El.  data 
estimates),  the  minimum  (iHW  volume  required  would  be  $4.8  billion.  Therefore, 
in  discussing  AVhat  steps  are  needed  for  GSLP  to  meet  Its  objectives,  considera* 
tlon  should  be  given  to  providing  a  needed  annual  volume  of  new  loans  approxl* 
nutting  $0  billion  per  year. 

IV.  WHO  SMOULt)  MAKfi  OSLt»  tOANS? 

A.  Keasonable  assurance  of  getting  GSLP  loans  is  directly  related  to  whether 
eriual  educational  opportunity  will  be  available  for  low-to-itioderate  income  stu- 
dents wliich  represent  80%  of  the  population,  but  only  oa%  of  the  collegiate 
enrollment, 

Some  li  to  a.S  million  students  need  OSLP  each  year,  ttiiproaching  $4  to  .$8  bil- 
lion in  1979. 
IJ.  IHnaniHat  ImtUuUom^ 

At  present,  iltmnclal  Institutions  lend  In  varying  proportions  to  their  capabil- 
ities. While  over  90%  of  tliose  leiuling  have  nmde  fewer  than  600  total  loans  to 
date,  a  number  of  these  are  smaller  Instltutioas  wiiich  seek  to  serve  local  students 
to  tlie  extent,  of  their  lending  capability,  A  few  larger  financial  institutions  have 
demonstrated  a  serious  commitment  through  substantial  lending. 

Futtire  pfirtlclpation  by  botli  large  and  simiUer  ihmnclal  instlttttlous  will  depend 
on  efforts  to  achieve  a  moro  rospomtm  hikWHi  ratv^  a  more  dmrU)  defined 
Ommitees  and  the  presence  of  attractive  secondary  market  opportunuics.  The 
absence  of  such  factors  has  contributed  la  part  to  the  recent  sharp  decline  In 
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ItMidUig  as  only  nn  esUiimtoa  800  thowsaiul  students  got  loans  ttom  uU  lenclova 
in  Fiscal  XiH}V       compared  to  l.a  million  students  served  in  1072, 

It  is  doubtful,  however,  that  banks  can  be  expected  to  lend  $4  to  $B  billion  per 
year  directly  to  students  Hnoo  tlUH  (mount  is  8  timea  larger  than  the  total  ffrowth 
in  alt  new  personal  loam  vmle  by  hankn  eaoh  ifear^ 

Future  groNVtU  of  GSLP  may  Avell  depend  on  its  ability  to  tap  the  wholesale 
private  capltaV nuirket  whl(»h  includes;  (1)  the  vast  majority  of  loan  capital; 
and  (2)  the  major  Institutions  with.  nonw»ycllcal,  long-term  investment  credit 
(10M  pension  funds,  trusts,  etc,)  a^ogether,  these  two  wiiolesale  private  capital 
sources  repre^jent  a  major  share  of  the  nation's  growth  in  money  supply. 

0.  OoHvim  and  Vnl'versitics  aa  lenders: 

School  lenders  caa  stand  to  complement  bank  lending  in  a  substantial  and  do* 
slrable  way  If: 

ijitandimls  .  .  ,  U.S.O.E.  will  establish  the  necessary  policies  and  standards  to  as* 
>ture  due  diligence  in  the  making  (disbursing)  of  loans  to  students; 
SiTviohif/  .  .  .  Schools  will  be  encotirage  to  utlli^ie  professional  loan  servicers 
which  have  demonstrated  cost-ef!lclent  means  of  servicing  with  lower  repayment 
delinquencies  nnd  defaults ; 

Manjf  Authorized  ...  Substnntial  numbers  of  schools  will  be  authbrljied  to  make 
loans  MO  that  the  avallabllUy  of  a  FlSIi  loan  from  one  school  will  hot  be  used  as  a 
Unandal  luducenient,  rellatlve  to  a  non4euding  school; 
t'UntdH  From  Unnhs  .  .  .  Schools  can  borrow  from  local  or  major  banks.enough 
wbolesnle  loan  capital  each  year  to  meet  expected  student  needs  for  loans  nuulc^ 
by  the  school  lender  ; 

Assnraiwo  .  .  ,  Schools  ean  be  assured  of  selling  their  loans  eaoh  year,  shortly 
after  they  are  nuide,  to  financial  Institutions  which  will  then  own  and  service 
these  loans  tintU  final  student  payment  is  received. 

It  Is  not  too  dlHicult  to  strtieture  the  above  reaulremeuts.  In  general,  coHejyes 
Imvo  lotig  demonstrated  their  ability  to  disburse  loans  (I.e.,  NDSL,  etc.)  in  ac* 
cordance  with  government  policies.  A  growing  number  of  professlomil  servicing 
organlxaitlons  are  reducing  delimiuencles  and  defaults.  U.S.O.B.  could  readily  ex- 
pand fhe  number  of  school  lenders,  based  on  the  Instlutlons  sUiff  capability. 
Banks  would  make  the  full  af«ou*/i  available  to  «//  approved  institutions,  because 
they  would  have  the  assurance  of  being  able  to  sell  these  student  loans  (via  the 
student  loan-backed  security)  to  a  secondary  market  Investor— all  at  a  fair  rate  of 
return.  Finally,  this  new  guarantee.  If  properly  structured,  would  allow  scliools 
(With  the  help  of  banks)  to  have  ptirchase  commitments  each  year  in  advance 
of  making  their  loans  to  students. 
C.  Cotlvffes  and  Vnhwrsittes  as  Tmders: 

As  mentioned,  to  be  effective  and  equitable,  wlde^scale  particltmtloti  of 
Si'hool  lend(»rs  is  Important  if  students  are  to  be  assured  of  reasonable  access: 
to  aSLP.  The  school  lender  can  best  provide  this  assurance  If  It  can  have  ade* 
•  (juate  support  of  private  capital  and  llmmclal  services  by  a  bank  or  other 
capable  ihmncial  Institution* 
(1)  Maktiw  as  IP  Loans 


I  GuaP*<SIiBS> 
t  Commitment 


STUDENT 


1^  «M 


SCHOOL 
LENDER 


( loans  )^ 


BANK 
<incl  svc) 


({/)  The  supporting  bank  will  seek  the  new  gmirantee  (SLttS)  cr)mmlt* 
ment  from  the  govertnnent,  and  a  purchase  commitment  from  secondary 
nmrket  Investor.  (**Uank*'  refers  also  to  other  approved  ilnanclal  Itistltu* 
tlons.) 

^i^ori^onal  loan  ii;i*o\vth,  aU 


♦  l«*«dohil  iimm,  StutlMticul  Utikim  tot  1073  year,  Oi  10- 
ooiiiiai^rciul  bank«*-$1.3  bUlloa, 
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\h)  School  lender  will  mako  stuaout  loans  and  sell  to  bank  on  previously 
agreed  SLBS  term^j. 

(0)  The  bank  will  be  the  interim  owner  'bnt  provide  the  long-term  servic- 
ing arraugoinent. 

(8)  SvUinff  To  Jmwstors 

in)  The  bank.  hoUUiig  student  loans  In  tinist,  will  have  ST^BS  guavantoe 
Issued  by  the  government  and  sold  to  investor,  prefemble  at  a  «xod  rate, 
per  earlier  coinnUtmonts. 

(ft)  Bank  will  hoar  lotig^tcvm  servicing  responsibility  for  investor  while 
holding  loans  In  tvust,  or  arrange  servicing  with  a  professional  servicer  as  in 
the  IPHA  mortgage  area. 


T 


BANK 
(incl  svc) 


Guar.  (SLBS) 
(SLBS)  ^ 


T 


T 


SEC.  MKT. 
INVESTOR 


STUDENT 


VondtiHon 

GHhV  cull  in'ovkle  tlie  iimjoi*  foi'iu  of  stiidoiit  asslstaiico  foi>  wliioli  It  wns  in- 
teiuU'd.  Pi'csont  piti'tlclimtloii  Is  fin*  fvoiii  artofjimte  to  iissiu'e  students  feusoiuiblo 
ticcess.  Tills  discussion  Ims  focused  on  wliluh  students  are  to  be  served  and  how 
tills  can  be  acconipiislied.  Included  is  the  need  to  'broaden  the  caiiacity  to  orlgi- 
nate  loans  with  school  lenders  backed  by  flnanclal  instructions. 

t>uring  Fiscal  Year  1972,  the  niaJciinuni  year  of  actual  GSLP  lending  to  date, 
students  access  was  as  follows  j 


Enrollfrtdrtl 
,  full  lime 
(thou^dtid) 

Number 
(thousdnd) 

f  drentdl  ineomd 

« 

0  to  $7,500  

$7,500  to  $15,000  

■  470 
580 
250. 

28 
23 
10 

ii\}v  all  tln»ee  liicoiiio  groiuw,  the  continued  demand  for  (ifihP  loans  far  ex- 
ceeds their  availability* 

Colleges  must  look  increasingly  to  tuition  as  a  major  mean.<^  ot  meeting  educa* 
Clonal  costs.  Their  interest  in  continuing  to  serve  aiiddte  and  low  income  stu- 
dents rerjulres  that  student  assistance  through  financial  aid  will  be  increasingly 
important  to  students  in  paying  this  tuition.  l*or  the  present  and  near*term 
future,  student  educational  loans  will  represetit  a  major  fraction  of  tlic- growth 
needed  in  flmindat  aid.  In  summary,  student  loans  will  be  an  Increaslttg  part  of 
iinancinl  aid;  and  flmtnclal  aid  will  play  an  Increasing  role  In  allowing  stu« 
dents  to  meet  their  tuition  costs. 

<hie  ilnal  lssu(j  renmlhs  howeveri  If  the  school  lender  can  assure  access--can 
it  also  be  done  equitably?  In  short,  how  can  one  ju'event  schools  from  abusing 
this  lending  authority,  One  criticism  of  the  college  as  lendm'  Is  that  schoobj  will, 
for  examplci  (1)  *1)Uy  studetits"  and  (2)  unnecessarily  Increase  students  costs, 
As  In  many  such  problems  like  this,  the  issue  Is  how  to  prevent  the  few  who  might 
abuse  this  t)i'ograta.  As  mentioned  earlier,  it  is  essential  that  the  government  set 
appropriate  standards  for  determinlhg  loan  ellgll)lllty  and  need.  How  can  tlidse 
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staiulnvdfi^  bo  enfovced?  Ono  eonipclUug  suKgestiou  is  to  look  to  tho  ^'Imlustiw 
to  pollc(^  Itself",  imiuelY,  timt  nn  iippropHato  Imlustvy^wido  assoolation  tnUo 
mimnslblUty  for  solf^pouclng  Imswl  on  stumlnrds  sot  by  tho  govevimiont  for  this 
lending  activity,  'rhis  could  upply  to  guidelines  regarding  flnanoial  aid  pttckagiiig 
as  woll  as  the  amount  of  the  loan  awards. 

Presently,  several  groups  of  higher  education  Institutions  coordinate  closely 
in  order  to  nmintain  uniformity  in  practices  regarding  standards  in  jlnanclal 
aid  to  prevent  abuse  and  competition.  IMUs  is  being  done  increasingly  by  groups 
of  medical  schools,  the  Ivy  League  institutions  (plus  M.I/X\),  the  midwestern  Bi^ 
Ten  (plus  the  University  of  Chicago)  tlirough  CI^C,  and  the  College  Board. 

This  suggestion  is  based  on  tiie  premise  tiuit  self-policing  has  sliown  it  has 
Worked  well  in  higher  education.  To  some  extent  it  has  worked  so  well  that  it 
1ms  been  accused  of  too  much  control  on  member  Institutions.  In  sumnmry,  its 
affect  on  college  and  university  policies  lias  hmi  felt  In  areas  of  accredltatiftn. 
etc  As  mentioned  here,  the  assurance  of  equity  and  uniformity  In  loans  could 
result  from  the  use  of  regional  visiting  committees  of  fellow  financial  aid  of* 
fleers  to  periodically  review  the  Institutional  practices  at  each  campus— with 
recommendations  regarding  compliance  or  sanction  being  made  to  the  OlUce  of 
Education. 

In  conclusion,  this  paper  suggests  that  the  need  for  GSI^P  is  great.  The  private 
capital  needed  can  be  tapiKJd  by  the  complenamtary  use  of  the  school  as  lender. 
All  schools  can  participnte  to  tiie  extent  of  their  administrative  commitmentt  if 
the  back-up  support  by  banks  can  be  assured  by  selling  under  attractive  condi- 
tions to  institutional  Investors*  This  "guarantee'*  (assurance)  Jms  been  sljown 
to  be  most  desirable  through  such  a  proi)OHed  student-lonn«backed  security,  and 
timt  "Kelf-iK)ticing'^  represents  a  proven  means  of  assuring  equity  to  studentsi 

.  APPENDIX 

Cnroitmenl  by  parenlal  Income 


Avdrsflfi  cost 

per  year     $0  to  $7.5    $7.5  to  $15       Over  $15  Total 


Collwiatrtlnsltutlons:           ,  ^^^^^  , 

P  vate!4vr--....--    $3,960  203  393  5  9  1,115 

2yf...,.'   31450  50  75  65  190 

^"^^Ifyr   2,300  540  939  846  2,325 

2yf  -  '  2,000  417  681  458  1.556 

Nortcolleglato  irtStitutl^n   _3, 600  487  748  38?  1. 623 

Total  studant§..-*  ...Z..^.  1,097      ]    2^836  2,276  6.809 


Avaragfl  cost  (par  abovft)*-.*   2,850  2,850  2,850  2,850 

wssavafagepaffittts'cofitflbutlotti.   o  1,400  1,830  1,230 

UsSdvdfagoioOJ-.   ,  200  50  70 

Uisavfifaga  Institutional  aid<..*.....   1,400  400  170  550 

UssoihoffSSOUfcasi-*.   450  500  600  530 

Avarago  loan  naad  (unmet  naad)..   800  500  250  470 

» Basad  on  dbovaanfollnionl  distribution tAvaragowst  per  CSS. 
i  Par  eollaga  board  ravldw  (summar  1974).  parantal  contribution  ability  (actual  h  lass). 
*Assunias7Opa;cantofJ475.O00,000  BqQtolow«incoma;30percOnttomidl^^^  .       .   .    .  ,  ^ 

<  Par  NGFPK,  fistimatad  3,900,000,000  disbursad  as  grants,  work,  and  institutional  loan,  (Padaral,  Stata,  local,  and  pr Ivatd 
sourcas).  Assumas  60  parcant  of  3,900,000,000  to  lowincoma;  30  parcant  to  midincoms. 
^  tncludas  savings,  vatarans'  banalits,  tax  rafands,  social  sacurtty,  and  sunimar  amploymont. 

Mri  O^HAitAi  Our  m^i  witnesses  will  be  Mts  Harry  Drolet*  senioi* 
vice  president  of  the  Connecticut  Bunk  A  Trust  Co^  and  Mr*  Cliarlc^s 
Ijooney,  of  Sitn  FrAncisco,  who  are  both  m(^nibcrs  of  the  American 
Bankew  Aesodation  and  are  actively  involved  as  lenders  in  the  guar- 
anteed  loan  programi 

It  is  my  understanding,  however,  that  they  are  not  speaking?  for 
ABA  but  are  offering  the  committee  their  lessons  from  their  own  ex- 
perience as  lenderSi  I  would  suggest  that  we  reserve  our  questions  imtil 
both  Alt'i  Drolet  and  Mr.  T^oney  liave  concludedi 

Gentlemen,  we  appreciate  very  tnuch  hearing  from  yoUi 
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STATEMENT  OP  HARRY  J.  DROIET,  SENIOR  VICE  PRESIDENT,  CON. 
NECTICUT  BANK  &  TRUST  CO.,  AND  CHARLES  lOONEY,  VICE 
PRESIDENT,  WELLS  PARGO  BANK,  REPRESENTING  THE  AMERI- 
CAN  BANKERS  ASSOCIATION 

Mr.  Drom5t.  Mr.  Ghnirinftii,  it  is  nice  bpinjj  here  again.  What  I  would 
like  to  do  at  this  hearing  is  to  read  a  very  brief  prepai'ed  statement  and 
then  offer  the  services  of  Mr,  Looney  and  myself  to  rosjjond  to  tlie 
banking  indnstry's  concerns  and  questions  about  rates  and  eligibility, 

Mr,  O'IIaiu.  Please  proceed. 

Mv,  DisoLKT.  Mr.  Chairman  and  members  of  the  subcommittee,  we 
are  pleased  to  be  here  today  to  dijicuss  the  giuiranteod  student  loan  pro- 
gram with  you.  I  am  Ilai-ry  J.  Drolot,  semor  vice  president  of  the  Con- 
necticut Bank  &  Trust  Co.,  of  Hartford.  Appearing  with  mo  is  Charles 
Looney,  vice  president  of  the  Wells  Fargo  Bank  NW,  San  Francisco, 
Calif.  Wo  fti'e  appearhig  on  behalf  of  the  American  Bankers  Associa- 
tion, and  I  hope  when  we  are  finished  Qur  colleagues  will  not  disown  us. 

As  the  largest  single  lender  of  guaranteed  student  loans,  commercial 
banks  are  as  concewied  about  the  future  of  this  progi'am  as  is  the  Con- 
gi'ess.  When  we  appeared  before  the  subcommittee  earlier  this  year,  I 
think  it  was  Valentine's  Day,  we  said : 

Now  would  seetn  to  be  tlie  ni)|)roi)rlftte  time  ...  to  sit  down  atid  work  out  a 
Iirogram  that  Is  acceptable  to  nil  jmrties. 

With  this  in  mind,  the  American  Bankers  Association  has  established 
ft  student  loan  task  force.  The  members  of  that  task  force  ai-e  here  today 
and  would,  I  am  sure,  be  happy  to  respond  to  any  questions  you  miglifc 
wish  to  address  to  them. 

We  ai'e  in  the  process  of  reviewing  the  various  .proposals  that  have 
been  put  foiih  to  improve  the  existing  student  loan  program,  and,  in 
fact,  had  scheduled  a  meeting  for  today  to  discuss  some  of  these  pro- 
posals. Sbj  I  believe  it  would  be  rather  prematum  on  our  part  to  at- 
tempt to  give  you  our  thoughts  on  those  proposals. 

Nor  are  we  at  the  stage  of  deliberation  wiiere  we  can  make  construc- 
tive iwommendations  for  a  new  program. 

In  Februai-y  of  this  year,  we  appeared  before  this  subconunittoo  to 
testify  on  changes  we  felt  were  absolutely  essential  to  carry  the  exist- 
ing progi-am  through  the  1974-75  school  year.  These  changes  were  en- 
acted with  the  passage  of  Public  Law  93-20)9.  No  additional  changes 
are  practical  under  existing  law,  except  a  welcome  upward  adjustment 
in  the  special  allowance. 

Our  real  concern,  at  this  time,  must  be  to  address  ourselves  to  the 
task  of  mapping  a  blueprint  for  the  future. 

How  should  this  program  be  restructured,  We  don't  Imow.  However, 
in  our  experience  as  lenders,  we  do  recognisie  some  hiesciipable  conchi' 
sions  which  must  l)e  addressed : 

It  is  unreasonable  to  expect  private  sectors  of  the  ecoiiomv  to  carry 
this  program  at  a  loss— be  it  the  educational  institution  or  the  lender. 

It  is  essential  that  any  new  program  be  made  more  attmctive  ih 
order  to  encourage  all  lendci-s  to  share  the  necessary  capital  require- 
moiits  of  higher  education. 

Rcdtttpo  must  be  reduced  to  eliminate  unnecessafy  administrative, 
costs  which  have  proved  to  be  an  impediment  to  participation  in  the 
existing  program. 
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All  consideration  of  change  will  be  made  with  a  firm  commitment 
not  to  disaclva,ntago  those  students  already  dependent  on  this  program 
for  their  education. 

If  you  luive  any  questions,  we  will  be  happy  to  respond. 

lA'BA  taslc  force  list  foUoAvs ;] 

'    ABA  Student  Loan  Task  Fobob 

Chairman !  Harry  J.  Drolet,  Senior  Vice  PresWent,  Connecticut  Bank  &  Trust 
Company,  One  Constitution  Plaza,  Hartford,  Connecticut  00115.  _ 

I'hinip  H.  Bntterslmll,  Vice  President.  Old,  Kent  Bank  &  Trust  Company,- 
NumlMfr  On«  Vanderberg  Center,  Ornnd  Rapids,  Michigan  4or)02. 

Amos  T.  Bettson,  Vice  President,  Morgan  Guaranty  Trust  Company  of  N.Y,, 
SJnViill  Street.  New  York.  New  York  10015.  • 

Nathaniel  R.  Bowdltch,  Vice  Chnlrnwn,  First  Pennsylvania  Corporation, 
Slxteentli  and  Ohestmit  Streets.  Philadelphia,  Peiuisylvanla  19102. 

Kenneth  N.  firlckson.  Assistant  Vice  President,  First  National  Bank  of  Minne- 
apolis, 120  South  Sixth  Street,  Minneapolis,  Minnesota  55402. 

Richard  E.  Kipper,  President,  Academic  Financial  Service  Association— Data 
Corporation,  12911  Cerise  Avenue,  Hawthorne,  California  00260. 

Rodney  A.  Little,  Senior  Vice  President,  Deposit  Guaranty  Natlotml  Bank, 
P.O.  Bpx  1200,  Jackson,  Mississippi  30205.  ^.      .  - 

Charles  Looney,  Vice  President,  Wells  Fargo  Bank,  N.A.,  464  California  Street, 
San  Francisco.  California  94104.  ^    .  ^  ^  . 

Bryant  E.  Wuckman,  President,  Brooklyn  State  Bank,  P.O.  Box  128,  Brook- 
lyn. Wisconsin  53521.  ^     .  1. 

.Tohn  D.  Wlckcrt,  Senior  Executive  Vice  President,  Dauphin  Deposit  Trust 
Company,  P.O.  Box  mi,  Harrlsburg,  Pennsylvania  17105. 

Mr.  O'Ha'ra.  Thank  you  very  much,  Mr.  Drolet. 
Mr.  Drolet,  you  heard  Mr.  Gregg's  suggestion  that  the  incentive 
to  lenders,  special  incentive,  be  tied  to  some  existing  security  so  that 
lenders  will  know  just  what  they  are  going  to  be  realizing  on  these 
loans,  total,  in  i-elation  to  some  other  well-known  programs. 
Mr.  Drolet.  We  would  wholeheartedly  endorse  that  concept,  What 
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interest  to  the  average  yield  of  a  certain  class  of  loans,  of  commercial 
banks  during  the  preceding  whatever  period.     ^         ^  ^ 

Do  you  have  any  preferences?  If  we  are  going  to  tie  it  to  some* 
thing,* what  sort  of  tiling  do  you  think  we  ought  to  tie  it  to?  Tlie 
Treasury  bill? 

Mr.  Drolet.  Anything  would  be  an  improvement.  I  sug'-ftst  that 
perhaps  the  industry  might  have  been  satisfied  itself  in  following 
the  prime  rate  in  the  last  few  weeks.  One  of  the  distressing  thin,?,^  was 
the  delay  in  the  announcement  of  the  special  allowance  tne  last  time 
bv  the  Commissioner  and  reduction  from  21/2  to  214.  ^ 

I  was  amazed  at  Mr.  Gi'egg's  figures  about  the  fall  of  the  par- 
ticipants  in  the  program.  I  have  no  way  of  knowing  whether  that 
is  a  good  index  or  not.  My  suggestion  is  that  the  uncertainties  of  this 
type  of  return  would  tempt  a  banker  to  put  his  money  to  more 
productive  use.  -  ... 

Mi'.  O'Hara.  Yes;  I  should  think  so.  When  you  talk  about  reducing 
,'.dta,pe,.give  me  a  notion  of  some  of  the  things  you  are  talking  abtmt. 
.Mr.  T>tm.m,  Yes;  I  will  be  glad  to  try.  The  application  process, 
A'O  fe^l  as  lenders,  is  very  cumbersome.  There  is  a  whole  procedure 
for  approvals.  There  are  interviews  at  the  financial  aid  officer's  desk, 
at  tlic  banker's  desk.  There  ai'c  submissions  to  Olil's  regional  office. 
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There  is  an  inordinate  amount  of  delay  and  turnabout^  time.  There 
is  the  disbursement  procedure  required  to  get  the  money  in  the  hands 
of  tl^e  students  before  the  disbursmg  office  says  he  is  tardy  in  payment 
of  his  tuition, 

.  The  whole  collection  and  servicing  procedure  requires  many  docu- 
ments to  be  prepared.  Many  of  us,  I  tJunk,  perhaps  are  pursuing^ col'^ 
lection  in  ways  not  required  only  because  w.e  are  not  certain  about 
the  requirements  of  the  "due  diligence''  requirement.  I  tliink  if  that 
were  spelled  out  more  specifically  we  perhap  j  could  be  doing  that  type 
of  collection  activity  in  a  more  eilicient  way.  The  submission  of 
claims  at  the  very,  end  and  the  documentation  required  is  very,  very 
cumbersomct 

Mi\  O'Haua.  Mr.  Looney vdo  you  have  anything  to  add  to  that  \ 

Mr*  LooNEY.  I  am  speaking  from  experience  in  working  Avith  the 
direct  Federal  program  as  against  tlie  State  program.  The  time  ele- 
ment is  very  cumbersome  in  both  initial  application  for  loans;  with 
considerable  pressure  and  complaints  from  the  students  and  from  the 
schools  as  to  what  has  happened,  how  long  are  we  going  to  get  the 
loiui  ?  This  is  a  constant  source  of  problem. 

Then  subsequently  the  delays  m  loan"  repayment  is  time  consuming 
and  costly  in  tluit  these  usually  go  well  beyond  the  period  when 
interest  is  allowable,  120  days  for  default^  then  100  to  180  to  collect^ 
tlms  there  is  no  interest  payable  for  this  period. 

Mr.  O'Haua.  Do  any  ol  you  have  any  reactions  to  the  kind  of  pio- 
gram  that  Mr»  Gregg  wa«  describing  in  which  the  educational  insti- 
tution Ixicomes  the  lender  and  then  commercial  banks  and  financial 
organijiations,  in  effect,  lend  to  the  colleges  or  universities  or  schools. 

Mr.  UuoLivr.  I  have  an  initial  reaction.  It  might  \yell  lead  to  an 
additional  cost  to  the  student.  1  sa.y  that  only  because  of  Mr.  Gregg's, 
portrayal  of  tlie  mechanics  of  the  program  where  I  think  he  indicated 
that  the  nuixinuim  rate  that  the  wholesale  level  Woidd  charge  could  not 
exiiced,  in  fact,  the  rate  plus  a  special  allowance  on  the  rate  per  se» 

In  the  commercial  loan  situation,  that  has  to  cover  the  cost  of  money 
and  all  the  servicing,  the  default  in  the  collections,  and  everytliing 
else. 

If  that  money  flows  to  the  wholesale  provider  to  the  fund  then,  in 
fact,  tlie  college  is  going  to  have  to  assume  the  additional  cost  of 
servicing  and  collection  and  default.  It  cannot  help,  at  least  at  first 
blush,  to  reflect  eventually  in  a  higher  cost  to  the  student  in  the  form 
of  higher-tuition,  administrative  fees,  et  cetera. 
»    Mr.  O^Haka.  Spread  throughout  the  student  body  ? 

Mr.  Duotiiii'.  Yes.  * 

Mr.  O'Haka.  Or  in  the  case  of  a  State  institution  to  the  taxpayer! 

Mr.  DaoLm'.  I  find  some  intrigue  in  the  discussion  of  ^luiraiiteeiiig 
the  wholesale  notes  themselvesi  There  is  not  a  banker  in  the  woi'ld 
that  Avoukl  not  be  tempted  by  that  arrangement.  1  think  that  is  the 
bestof  both  worlds. 

Mn  OllAiiA.  It  is  indeed,  By  making  it  a  more  attractive  loan  that 
might  also  permit  the  commercial  banker  to  give  a  more  favorable  rate 
to  the  educational  institution  if  he  had  a  guarantee. 

Mr.  DnoMiTi  Tlie  educational  institution  in  all  likelihood  today,  if 
it  were  borrowin^,^  on  any  other  basis,  would  be  paying  prime  rate 
today  plus  something.  I  am  suggesting  under  Mr.  Gregg^s  proposal  it 
is  something  Icvss  than  that. 

ERLC  JkJ 


Mr,  O'Haua.  When  wo  gel:  to  rcAvriting  tliis  law  wo  would  like  to 
have  some  specific  reconuuonclations  from  your  tusk  force  tied,  indeed, 
to  the  provisions  of  tlie  law  and  the  jprovisions  of  tlie  regulations.. 

For  instance,  you  say  that  tliere  is  entirely  too  much  traflic  and  delay 
in  terms  of  iiiterviewing,  applying,  approving,  et  cetej'a.  We  Avould 
like  some  specific  suggestion  from  you  as  to  wlmt  you  think  an  appro- 
priate abbmiation  of  these  routines  mi^ht  be  that  would  still  protect 
the  Government  and  protect  tlie  lender,  but  at  the  same  time,  cut  down 
on  the  work. 

Air.  DnoiiKT.  AVe  hope  very  much  to  comnutnicate  to  the  conimittee 
and  its  staff  the  substance  of  our  conclu/'ions  when  wo  get  to  that  point 
in  tinie.  The  hearing  is  a  little  bit  untimely,  But  we  have  met  on  several 
ocicasions.  We  are  considering  in  depth  n  series  of  -proposals.  I  think 
wo  have  attached  to  our  brief  statement  the  list  of  membership  of  that 
connnittee.  ^ 

I  might  indicate  that,  in  fact,  tliere  are  londei's  represented  both  in 
tlio  Federal  and  in  the  State  subsidy  programs.  There  are  service 
biu'cuus  represente^l  and  there  are,  in  fact,  members  of  the  ABA  staff. 
There  are  public  relations  people  and  there  are  investment  people  and 
WoMiope  to  j^et  the  best  of  tlie  thoughts  of  our  entire  industry  reflected 
in  what  we  finally  bring  to  the  committee. 

Mr.  O^Haua.  Mr.  Lehman,  do  you  have  any  questions? 

Mr.  LiuiMAX.  No. 

Mr.  Dttourr.  I  liave  a  comment  for  Mr.  Lehman.  When  we  were  here 
last,  he  suggested  the  10-percent' delinquency  rate  was  not  the  workVs 
Avorst  thing.  You  recalled  somebody  having  been  fired  for  having 
reduced  the  rate  to  3  percent. 

t  wont  back  .after  you  said  that  and  I  checked.  We  run  a  service 
biu'can.  I  checked  with  several  State  agencies.  In  fact,  the  prevailing 
rate  seems  to  be  in  the  area  of  10  percent.  My  suggestion  as  a  conse- 
qiKMico  of  your  remarks  is  that  the  delinquency  is  a  relative  expense. 
^  Tfc  may  be  because  of  the  nature  of  these  instruments  and  the  way  in 
which  they  ai*e  originated  and  the  debt  servicing  burden  tlmt  tails 
to  tlie  students  when  they  graduate  and  attempt  to  repay  the  loans  nnd 
the  fact  that  they  nre  10  to  15  vears  in  duration,  that,  in  fact^  perhaps 
a  10-piUcent  ratio  is  a  fact  of  life  that  we  as  lenders  and  the  agencies 
that  g<tarantee  them  must  come  to  live  with  but  it  is  a  compensable 
ryne  of  thing  and  we  nmst  look  for  reflection  in  the  rate  that  is 
submitted. 

Mr.  Li:itMA\*.  It  is  a  form  of  subsidy.  Thank  you  hv  remetnbering 
niy  remarks  better  than  I  do.  I  might  interject  one  thing*.  This  com- 
mittee is  going  to  be  having  hearings  in  Dade  County  in  the  middle 
of  June.  If  there  is  anything  that  you  sug^jest  that  we  should  talk 
ahout  in  these  hearin,u's  rather  than  just  a  general  overview,  I  would 
appreciate  any  area  that  we  could  perhaps  put  in  the  record  during 
those  hearings  ov  any  (luestions  I  sliotild  ask  tlie  witnesses  at  tliat  time. 

Mr.  DnoM'Vr*  If  you  are  going  to  be  holding  them  in  Dade  County, 
we  would  like  to  be  able  to  submit  for  your  consideratioti  perhaps  rep- 
resentatives of  the  cotnmercial  bankitig  fratertiity  in  that  area  who  in 
fact  voxM  speak  for  the  1emh»rs. 

Mr»  Li'UbtAiV*  Great.  I  will  take  your  card  and  follow  up  on  it, 
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Hi'.  O^Haua.  Thank  you  very  nuich,  geutleinon.  Wo  avjU  look  for- 
AVanl  to  working  with  you  as  \\q  got  into  tho  rewriting  of  this  program, 
Mr,  Dnor^KT,  Thank  you,  Mr,  Chairman. 

Mr.  O'IIaua.  Our  h\st  two  witnosses  today  aro  Mr.  Eodney  Harrison, 
dii't^otor,  .student  financial  aid,  the  Ohio  State  University,  and  Mr. 
Kichard  L.  Tonibaugh,  who  is  tho  executive  secretary  of  tho  National 
Association  of  Student  Financial  Aid  Administrators.  I  would  sug- 
gest that  we  hear  from  both  Mr.  Harrison  and  Mr.  Tonibaugh  before 
we  get  into  questioning.  Wo  would  very  mucli  like  to  hear  from  you, 

STATEMENT  OP  EODNEY  J.  HAKEISON,  DIEECTOR,  STUDEKT 
FINANCIAI  AID,  OHIO  STATE  UNIVEESTY 

Mr.  II.  HAimisox.  Thank  you,  Mr,  Chairman  and  Mi».  Lehman* 
Kather  than  read  my  written  testimony,  I  would  simi^ly  like  to  call 
your  attention  to  some  of  tlie  salient  features  which  I  think  are  impor- 
tant at  least  as  far  as  our  vantage  point  as  an  institutional  aid  oHicer. 

Mr.  O^IIaua.  Without  objection,  to  begin  with,  your  statement  will 
bo  printed  in  full  at  tins  point  in  the  record, 

>rr.  11.  HAmnsox.  Thajik  you,  sir. 

[  The  statement  referred  to  follows :] 

.Statkmknt  ny  Mn.  RoiiNny  J.  Hauuison 

Ml*.  Cliah'tnan,  motiibers  of  tho  ootnniiUee,  my  nnine  is  tiodtiey  J.  Ilarrisotw 
liUvetor  of  Stu(k»iit  Fliiunclul  Aids  at  The  Ohio  State  t'lilvorslty,  Cohtinbus, 
Ohio. 

I  am  oNtremoly  Mppreclatlve  of  the  privilege  to  appear  before  you  to  speak  on 
behrilf  (it  the  Xatioiial  Direct  Student  Loan  Program.  I  believe  thix  t)rot'raiii  Is 
esf-jeutlal  and  in  spite  of  the  potential  growtli  of  the  federally  Kaaratiteod  bank 
loan  projrrain.  the  National  Direct  Student  Loan  Program  sliould  lie  eoutliuied 
and  extmnded. 

In  many  lu«tancej^  a  loan  from  thl«  program  will  be  the  ar«t  long-term  11* 
iiancial  eonnnltment  a  student  will  make.  Properly  administered  this  program 
can  produce  an  e^^ceUeiit  early  education  In  long-term  atmncing  and  fiscal  re« 
spotisifiility.  The  program  enables  students  to  receive  sdMielp  by  developing  a 
Ihiancittl  commitment  which  Is  In  their  own  best  Interests  based  on  the  avahablUty 
of  student  employment  and  other  financial  resources.  These  loatis  make  It  possi- 
ble for  students  who  have  ambition  and  confidence  In  their  own  future  success, 
but  whose  own  resources  and  those  of  their  parents  nmke  it  impossible  to  have 
the  appropriate  flimnclal  credit,  to  borrow  money  unavailable  to  them  through 
private  lenders, 

The  iiiipaet  of  this  program  on  The  Ohio  State  tJniversity  and  Its  students  can 
be  told  graphically  by  the  fact  that  through  June  30.  lt)78,  18,21)7  individual  stu- 
dents have  borrowed  .$lfl4ufl,92S  since  the  program's  inception.  A  ftu'ther  delinea- 
tion of  the  tyi»e  of  students  who  have  borfmvetl  from  Ohio  State  University  In 
shown  on  Appendix*  A  whhfh  provides  daUi  concerning  tho  distribution  of  the 
SiMUi}  borrowers  of  the  1072-73  year.  The  data  shows  their  race  and  etlniic  group, 
se\',  and  family  income. 

SttttiNOTitS 

The  t)rogrnm  has  a  great  mahy  vlrtitesi  Those  listed  lielow  simply  capsnllj^e 
the  iuajor  advantages  of  the  program  as  currently  legislated. 

1.  It  is  the  major  loan  fund  avaUable  to  students  with  the  basic  criteria  of 
fltmftcial  need  as  the  determinltig  factor  of  eligibility. 

2.  Because  it  is  admlhistered  by  the  institutions  where  students  are  enrolled, 
it  t)t»ovtdes  the  aid  officer  with  a  degree  of  fiexlblllty  necessary  to  solve  students 
evet*  changing  needs  resulting  from  «nex{)ected  or  unanticipated  fiimtidal  prob* 
lem»» 

8.  As  It  is  an  tnstltutioimlly  based  program  and  as  it  is  forward  funded,  it 
provides  ItniUiclal  aid  ofitcers  the  opportunity  to  award  these  loans  in  cotijunc- 
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tlon  with  other  fodevaUy  ami  Institutionally  based  resources,  'i'lils  packaging  ar« 
nuigement  offers  great  t»oavenlence  to  students  and  parents  In  enabling  them 
to  plan  how  to  meet  their  educational  costs, 

4i  The  National  Direct  Student  Loan  Program  one  of  the  few  federal  pro* 
grains  currently  available  to  the  average  graduate  student 

5,  The  program  has  Itistltutional  incentives  for  otiiclent  admltilstrntion  because 
the  Institution  has  ten  percent  of  its  money  involved  atid  because  effective  col* 
lection  experience  will  provide  more  money  to  aid  currently  enrolled  students. 

0,  .The  program  provides  a  three  percent  administrative  allowance  which  has 
beetji  helpful  In  meeting  the  costs  Involved  In  effective  administration. 

W^fJAKNKSSKS 

1,  The  cancellation  pt^ovisions  weahea  the  program  immeasurably  through  the 
erosion  of  capital  and  the  confusion  caused  by  borrowers  in  the  repayment  period. 
Many  ittmnciat  aid  oflicers  siticerely  believe  that  cancellatioti  provisloas  do  not 
inereaso  the  number  of  teachers  iti  schools  or  serve  as  a  proper  motivating  device 
for  encouraging  students'  career  choices. 

2,  In  recent  years  there  has  been  a  constant  thn»at  concerning  the  nHluction 
or  elimlmiUon  of  this  program*  This  results  hi  a  great  deal  of  Institutional  and 
student  insecurity, 

3,  Recent  amemhnents  to  the  pro^'ram  have  opened'  these  h)ans  to  students  In 
proprietary  schools,  The  reduction  Ui  federal  support  of  gradtiate  fellowships 
has  increased  the  demand  and  need  for  these  loans  to  graduate  students  and 
Itistitutlotml  costs  continue  to  mirror  the  problems  of  Intiatiom  None  of  these 
problems,  however,  have  been  rejected  through  any  recent  increase  In  funding 
levels. 

4,  Institutions  contimie  to  face  collection  and  default  problems.  In  most  cases 
these  are  not  as  high  as  those  reported  for  tJie  federally  insured  loan  program 
but.  do  raise  some  getmine  concerns  on  the  part  of  Institutlotis  and  ilnnncial  aid 
olllcors. 

nKCOMMKNOATIONS 

1.  The  most  obvious  recommendation  Is  that  the  program  be  continued.  As  can 
be  seen  by  the  earlier  comments,  this  program  plays  a  vital  role  in  the  llnanelal 
aid  Kcem»  ami  Its  eUnUtmtion  wottld  deny  large  mtmbers  of  needy  sttidents  the 
opportunity  to  Invest  In  their  own  future  througli  long-term  loans. 

2.  Unless  a<le(juate  research  can  demonstrate  the  value  of  the  cancellation  pro- 
visions, we  urge  that  these  provisions  be  deleted  from  the  program. 

3.  The  possibility  of  adequately  estlnmting  students  ne«»ds  for  the  three  campus 
based  programs  eight  months  in  advance  with  the  constantly  changing  state  and 
federal  aid  prognims  is  slim  nt  best.  We  therefore.  bcliev*»  that  a  transfer  provl^ 
slon  which  would  allow  traiisfer  of  feu  percent  of  the  ftunls  between  atiy  of  the 
three  campus  based  programs  would  enable  the  aid  oflicers  to  nmre  adiKiuately 
tise  available  resources  in  their  most  appropriate  way, 

4.  Kven  though  the  guarantee  bank  loan  program  has,  and  will,  provide  a 
suhstafdlnl  support  to  large  numbers  of  students,  wo  belh^ve  increased  funding 
of  the  Natlomil  Direct  Student  Loan  Progriim  lniperiUiv<»  so  the  studetits  for 
whom  it  was  intended  will  have  adequate  funds  available  and  so  multiple 
borrowltig  will  liot  be  necessiiry. 

«.  Kfforts  should  be  nmde  by  the  appropriate  govertnnental  authorities  to 
make  an  in*depth  study  of  the  collection  prol>lems  currently  being  faced  under 
this  program.  The  study  should  determine  the  best  methods  of  effective  col- 
lection and  ways  In  which  the  govertmient  nwiy  be  nf  iissistance  to  institutions 
through  borrower  location  assistance,  and  other  such  devices  as  may  be  deter- 
mitied  helt)ful  through  results  of  the  study. 

Thank  you, 

Mr.  R.  IlAttRtsoN.  First  of  all^  the  major  reason  for  my  being  here 
k  to  ttt'^ro  a  contiiittation  and  expan^^ion  of  the  national  direct  student 
loan  program.  I  do  tlmt  for  a  nitmber  of  reasons.  I  think  tlio  majotf 
reason  ctin  be  shown  on  appendix  A.  I  would  simply  like  to  call  ycntr 
attention  to  tlm  statistics  of  our  experience  in  the  national  direct 
student  loan  program  at  Ohio  Stato  ttniversity  during 
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APPENDIX  A 

FISCAL  1973  NATIONAL  DIRECT  STUDENT  LOAN  PROGRAM.  OHIO  STATE  UNIVERSITY 

^^^^                                            ^                         Students  Amount 
DISTRIBUTION  BY  RACIAL/ETHNIC  GROUPS 

a&a:::::::::::::::::::::::::-^ 

Oflantai  ;  Illif  ^              : 20  19*046 

»h.siirnamed  26  {9:267 

White....,...,.,..                                                                      2.939  2,096,858 

^0*3*  •                                                                     3,999  2.804.710 

DISTRIBUTION  BY  SEX 

wonieii:::::::::::::::::;:::::;:::::::::::::::::::;;:::::;::;:::::^  ^ 

'folal...  ,  ^  ^ 

DISTRIBUTION  BY  FAMILY  INCOME:  UNDERGRADUATES  AND  GRADUATES 

^  ^  Undergraduate  dependent 

«SlS  *^iWg  *Wi2  ^h^^U^  independent  Under.  ^ 

S2.999     ${).999    $7,499    J8,999    $11,999    $12,000  graduate  Graduate  Total 

Borrowers           -  265       500        311        4ol        727        564      1  int        lin  i  qoq 

Amount  loaned,  $168.132  $320.404  $190.816  $233.914  $437,181  $333,282  $993:255  $127,726  $2, 804;  710 

Mr.  1?.  HAimrsoN,  I  point  out  in  particular  of  the  3,999  borrowers, 
1,007  ot  those  were  bhick.  In  other  words,  over  26  percent  of  the  stu- 


iiulu  luimiy  incomes  unaer  Jiiu,! 
fainily  incomes  from  $6,000  to  $9,000. 

So,  we  feel.  No.  1,  the  pi-ognun  is  doing  the  job  it  was  intended  to  do. 
Isow,  in  addition  to  tliat,  during  the  lifetime  of  the  program  at  Ohio 
btiito  University,  we  made  loans  to  over  18,000  students,  loaned  over 
$16  million.  One  of  the  major  strengths,  in  addition  to  the  types  of 
students  being  served  with  the  revision  of  the  guaranteed  loan  pro- 
gt'iitn,  the  national  direct  student  loan  program  now  becomes  the  major 
fund  available  to  students  v/ith  need  as  the  major  eligibility  criteria. 

bocond,  It  is  administered  by  the  aid  ollicer  at  the  institution  which 
provides  a  dmv.(i  of  flexibility  necessary  to  serve  students'  cVer-chaiig- 
ing  needs.  1  bird,  as  it  is  institutionally  based  and  as  it  is  forward  fund- 
ing It  i)i'ovides  the  aid  oIKcer  the  opportunity  to  make  a  decision  before 
the  student  enrolls  and  provides  him  an  aid  package  which  includes 
this  loan  alonjEf  with  other  institutional  and  Federal  resources. 

It  IS  one  of  the  few  Federal  programs  currently  available  to  the 
^l^^'W  g»'"t^»iite  student.  The  program  has  institutional  incentives  for 
tjflective  udministration  because  we  have  our  money  involved  and  we 
know  lull  well  if  we  don't  do  a  good  job  on  collection  there  is  less  money 
available  to  serve  currently  enrolled  students. 
^  It  provides  a  8-perccnt  administrative  allowance  which  does  assist 
institutions  ill  meeting  the  cost  to  administer  the  program.  It  does  have 
tt  few  weaknesses,  however,  and,  in  your  working  through  the  provi^ 
sions  we  would  recommend  that  you  take  a  look  at  these. 
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First  of  all,  nv«  art!  qulto  concorucd  tibmit  the  cancellation  provisions. 
Wo  feel  that  it  weakens  the  pvojsranj  tlu-oupfh  erosion  oi  capital  and 
certalnlv  ailds  to  the  confusion  of  borrowers  in  the  repayment  period. 
We  feel'  that  tlio  delinquency  iignros  as'  reported  are  not  really  true 
iKJcause  there  arc  many  students,  former  students,  out  there  who  may 
he  teaching  but  who  have  not  sent  in  the  proper  forms,  et  cetera, 

In  recent  years  there  has  been  a  constant  threat  that  this  program 
bo  reduced  or  eliminated.  This  is  of  concern  to  all  of  us  l)ecause  it  cer- 
tainlv  doesn't  gi  ve  any  stability  to  the  institution  or  students  who  wish 
to  borrow  under  the  program.  Recent  amendments  to  the  program  have 
increased  the  availability  to'uitndents  in  proprietary  schools.  We  had  .. 
greater  demands  by  graduate  students  as  the  result  of  decline  m  grad-  / 
uate  fellowships  and,  of  course,  we  are  all  being  faced  with  the  prob- 
lems  of  inflation.  -    .  .        .  ,1.^ 

Unfortunately,  there  has  been  no  increase  m  the  funding  level  to 
compensate  for  these  problems. 

Fourth,  we  are  facing  collection  and  default  problems,  We  feel  that 
these  are  serious  and  we  will  have  a  recommendation  to  speak  to  that 
particular  issue.  '       .       ,  .1 

What  are  -m'  rpc.otnniendations?  There  are  five  in  number.  One,  that 
the  program  bo  coilfflflBtt;  We^fcol  it  is  playing  a  vital  role  not  now 
bein*'  plaved  by  other  programs  either  in  existence  or  contemplated. 

Two,  unless  there  can  be  adequate  research  to  demonsti'ate  the  vake 
of  cancellation  provisions,  Ave  urge  that  they  all  be  deleted  from  the 

program.  ■    .     .         ,  ,   .  ,1 

Three-  the  possibility  of  estimating  student  needs  111  the  three 
campus  based  urograms,  roughly  8  months  befoi-e  the  fact,  Avhich  is 
roughly  our  time  schedule,  makes  difficult  if  not  impossible  adminis- 
trative problems  at  the  institution.  .  ■  - 

Wo  would  therefore  ui'ge  that  there  bo  a  10-percent  transfer  pu)Vi- 
sion  among  all  three  prograins.  To  give  you  just  one  minor  cxaniple, 
all  of  us  had  tried  to  estimate  our  needs  in  the  college  work-study 
pi'oo-ram.  Now,  you  see  we  are  faced  with  some  new  guidelines  on 
miiumum  wage.  'What  we  are  saying  is  to  try  to  meet  these  nnantici- 
pated  changes,  more  allowance  for  transfer  between  and  among  the 
pronfiams  would  be  helpful.  1  „  „i 

Four,  even  though  the  guaranteed  bank  loan  program  has  and 
will  nrovide  a  substantial  suppoi't  to  large  numbers  of  students,  wo 
biilieve  increased  funding  of  the  national  direct  student  loan  progmm 
imperative  so  it  will  eliminate  multiple  borrowing.  This  is  somothing 
that  concerns  us  greatly.      .  ^  *  „«m««u 

Students  with  legitimate  loan  neetls  not  being  able  to  get  enough 
money  fi'om  any  one  source.  As  a  result,  this  is  especially  true,  for 
example,  in  the  'health  profession  areas  and  in  some  of  the  other  areas 
where  we  are  seeing  students  borrowing  al  they  can  from  the  institu- 
t  on.  going  to  the  bank,  borrowing  all  they  can  from  a  bank  and 
going  to  a  third  institution.  We  feel  somehow  Ave  ^ "[lequjte  a^^^^^^^^ 
ancesin  some  of  these,  programs  so  that  students  don't  have  to  borrow 
from  a  number  of  institutions.  ,  ,  1        ....  ^ 

Fi^v'e  ™recommond  that  the  appropriate  govermnen  nl  authorities 
make  some  in-depth  study  of  complex  problems  ctu-reiitly  being  faced 
m  hvm  prSam  and  that  thit  study  should  determine  the  best 
t  i^^^^^  collection  and  ways  in  which  flie  Government 
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might  be  of  assistance  tlirougl^  for  example,  borrower  location  aucl 
otlier  such  devices, 

^  In  etleet,  what  I  am  saying  by  and  large  is  that  we  feel  that  there 
|s  a  vital  place  for  the  Jiational  direct  student  loan  primarily  because 
it  is  ndmmistored  at  the  institution  by  jinancial  aid  officers  where 
students  ai'e  looking  for  support  and  need  support 
Thank  you  very  much. 

Mr,  O'Hara,  Thank  you  very  much,  Mr,  Harrison. 
MnTombaugh. 

STATEMENT  OF  RICHARD  1.  TOMBAUGH,  EXECUTIVE  SECRETARY, 
NATIONAL  ASSOCIATION  OF  STUDENT  FINANCIAL  AID  ADMINIS^ 
TRATORS 

Mr,  ToMiuuoiT.  I  will  apologijse  ahead  of  time  for  my  husky  voice. 
It  disappeared  between  yesterday  morning's  hearing  and  this  morning* 

I  am  Richard  L.  Tombaugli,  executive  secretary  of  the  National 
Association  of  Student  Financial  Aid  Administrators.  I  am  accom- 
panied by  Mr,  lleiin  Davis,  director  of  financial  aid  at  Montgomery 
College  iii  Rockville,  Md.^  and  president  of  the  Delaware-District  of 
Columbia-Maryland  Aasociation  of  Student  Financial  Aid  Adminis- 
trators. We  are  pleased  tb  represent  the  views  of  the  financial  aid 
cominuriit.Y  before  the  subcommittee  today. 

The  testimony  you  received  from  the  Oflicc  of  Education  yesterday 
provides  a  comprehensive  historical  and  operational  review  of  the  stu- 
dent loan  programs  to  be  discussed  today.  and  perhaps  you,  thank 
them  for  making  that  task  unnecessary  this  mornii\g. 

Allow  me  to  nuike  one  general  observation  before  providing  a  series 
of  recommendations  on  the  existing  guaranteed/insured  student  loan 
and  national  direct  student  loan  programs, 

Ideally^  there  should  be  one  Federal-State  student  loan  program 
which  could  be  utilijied  by  an  individual  from  the  first  year  of  post-* 
secondary  education  through  the  completion  of  the  Ph»  D*  or  profes- 
sional degree.  Our  current  approachj  with  six  federally  sponsored 
student  loan  programs,  is  confusing,  inefficient,  and  contrary  to  soiuid 
fiscal  management  on  the  part  of  the  student  borrower. 

ITnfoi'tunatcly,  those  progi'am?  have  been  developed  over  the  years 
for  specialijsed  purposes,  each  having  its  own  constituents  and  sup- 
portei*s,  they  are  administered  by  three  diiferent  Federal  agencies, 
authorized  by  three  different  crtigressional  committees  on  each  side 
of  tlie  Capitol,  and  fundhig  requests  are  handled  by  different  Appro- 
priations Subconnnittees. 

While  a  consolidation  of  this  magnitiule  appears  to  be  a  nearly  im« 
possible  task,  we  (<)mmend  the  concept  to  this  subcommittee  for  ex*- 
j>loration.  The  advantages  are  so  obvious  ns  to  need  no  documentation, 
for  the  Fedei'al  Government,  for  institutions  of  postsecondary  educa- 
tion, and  fpr  students. 

Several  of  the  specific  recommendations  we  shall  make  for  the  loan 
programs  covered  under  title  IV  are  designed  to  minimis^e  the  prob* 
leins  itiherent  in  this  current  state  of  overlapping  loan  programs,, 
assuming  that  no  extensive  consolidation  can  be  accomplished  at  this 
tiniOi 
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Wo  would  be  happy  to  tiddvoss  ourselves  to  the  consolidatjon  pro» 
Jm\  more  complete  V  it*  the  subcommittee  feels  that  we  have  been  too 
SSmist  c  about  the  potential  for  such  a.  proposition.  In  the  mean- 
thne7w«^^^^^^  address  our  cpmments  to  recommendationB  for  reHne- 
ment  of  the  current  title  IV  loan  programs.         .        , ,  \,  u 

iHo  other  recommendation  in  this  testimony  is  heard  by  the  sub- 
comn  ttee,  we  want  to  bo  sure  that  the  first  one  comes  througli  loud 
and  cC'irfs  essential  that  the  national  d  i^ct  student  loaji  p  W 
be  continued  if  student  access  to  educational  loans  is  to  be  ma  n^^^^^^^^^ 

Contrary  to  the  administration's  proposition  that  the  guaranteert/ 
insured  student  loan  program  is  ^ufficiontto  handl^^^^^^^^^^^ 
borrowing  needs,  we  take  strong  exception  to  the  feasibility  ot  di^ 
continuing  Federal  contributions  to  the  NDSL  program.  1  here  are 
mnny  reasons  for  our  contention,  but  I  shall  dwell  on  only  some  of  the 

"'DciWrvc^^^^^^^  and  significant  contribution  that  has  been  made 
bv  the  guarrtntced/insuved  student  loan  program  to  the  financing  ot 
pWseconda^  edubation,  there  is  no  indication  that  the  privato  sector 
Is  eitlior  prepared  ot  willing  to  abdorb  any  additional  demand  that 
would  result  from  discontinuing  Federal  support  of  NDbL. 

Additionally,  there  are  other  implications  to  a  reliance  «Pon  guar- 
ttnteed  insurea  student  loans.  Disadvantaged  students  ^you1d  be  ad- 
vcrsely  aft'ected  because  they  do  not  have  account  relationships  fro- 
(itieiitfv  required  by  commercial  lenders.  Other  special  groups-mar. 
S  community  college,  freshmen,  part-time,  older  students,  and  so 
forth---are  often  not  provided  full  consideration  for  insured  loans. 

T  en  there  is  the  unpredictability  of  loan  availability.  Subject  to 
ftuctudtimis  in  the  money  m«^»'l^et,  guaranteed/insured  lo^^^^^^ 
available  one  day,  scarce  the  next  day,  and  unavailabMie  following 
?C  Siirvatiat^^^  in  availability  are  difficult  enough  for  the  middle 
dass  Silv  seeking  long-term  ffnancingLthey  are  insurmountable 
hurdles  for  ^^^^^  students  whose  al)ility  to  enroll  depends  en- 
tirelv  upon  being  able  to  plan  on  a  loan  being  available.  . 

If  we  are  to  achieve  any  resemblance  of  open  accessj  it  is  uecessary 
to  have  loan  funds  available  for  institutions  to  commit  to  needy  stu- 
dentsriuclependeiit  of  the  prime  interest  rate  or  other  money  condi- 
tions in  the  commercial  sector.  W    ....  4  H«n« 

As  we  make  improvements  in  the  guaranteed/insured  student  loan 
pro 'ram  tT  expand  availability  of  tfiesc  funds,  and  as  NDSL  funds 
begrn  to  im-e  nearly  revolve,  it  may  be  possible  and  desirable  to  place 
Se  deiSenco  upV  the  pi'ivate  sector.  We  believe  jxp«n^^^^^^^ 
the  last  several  months  demonstrates  well  that  the  appropriate  time 

^'lloSffi  we  iiave  been  convincing  in  our  argument  for  continued 
nutS  Nation  of  NDSL  funding,  the  following  recommendations  are 
SllrnS  at  nXig  ^    current  ^JfDSL  program  more  effective  and 

^'"^toand  the  authorisation  for  funding  to  $600  million  per  year 
for  tl  ftfS  of  the  extension.  Table  V,  wfi  cli  was  recently  provided 
to  t  .  House  Appropriations  ronunittee.  demonstfates  tlie  demand 
for  NDSL  lunds,^^^^^^^^  has  approached  $600  million  for  each  of  the 
past  2  years. 
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•  Ihe  availability  of  tlio  basic  opportunity  grant  should  stabilize 
tlus.clemand  soinewhat,  but  disolino  in  othei*  types  of  graduate  sup. 
port,  new  mstitutional  participants  and  eligibility  of  lialftime  studenlSs 
are  working  m  combination  to  offset  the  iuti-oduction  of  new  grant 
support,       ■  ^  . 

2.  Eliraiuate  the  cancellation  provisions,  except  for  death  and  dis- 
ability--which  need  to  be  reinstated  into  the  law— it  was  acoidentlv 
omitted  in  the  1972  amendments.  Several  million  dollars  has  been 
lost  to  the  inncl  since  the  inception  of  the  program  because  of  can- 
ceuation  provisions. 

There  is  no  evidence  that  these  provisions  have'  affectrd  vocational 
^boice  pr  location  to  any  significant  extent;  in  fact,  reseai-ch  done  for 
tlie  Othce  of  Education  a  few  years  ago  suggests  that  cancellation  has 
had  little,  if  any,  impact.  A  summary  of  that  research  is  submitted  f or 
.  the  record. 

_  The  military  cancellation  is  and  has  been  largely  inoperative  due  to 
the  requirement  of  service  in  areas  of  hostility.  We  hope  that  will 
continue  to  bo  the  case.  ^ 

Not  only  would  the  elimination  of  cancellation  provisions  enhance 
the  fiscal  state  of  the  program,  but  it  would  greatly  simplify  the  ad- 
inuustrntive  requirements.  We  would  urge  you,  however,  to  provide  for 
grandttithering'' those  continuing  students  who  have  previously  bor- 
roW!d  NI)8L  funds  with  cancellation  provisions. 

Ihe  only  thing  more  diflicult  to  e.Kplain  than  cancellation  is  a  split 
loan,  a  portion  ot  which  is  subject  to  cancellation  and  a  portion  of 
which  IS  hot; 

1  '^v?Iit%'®.*''..®  State  allotment  formula  to  agree  with  that  proposed 
by  JNAbtA  A  tor  the  college  work-study  pvogrnm,  one  which  would 
take  into  account  the  presence  of  low-income  families  and  the  number 
ot  hiJTh  school  graduates  in  tlie  State,  as  well  as  the  number  of  half- 
tune  (or  mnri')  postsecondary  students  enrolled  in  the  State, 
buch  a.  lormulii  rccogniy.es  the  potential  enrollment  of  needy  stu- 


tlents  and  allows  States  with  lower  participation  rates  in  postsecondary 
educfition  a  partial  oppoi'tunity  to  catch  up. 

4.  Delete  from  the^  allocation  process  the  restriction  or  threshold 
remuremont  for  lundmg  proprietary  institutions  (sec.  46i2(d)).  As 
full  partners  HI  the  eligibility  for  participation,  this  restriction  would 
seem  to  be  no  longoi*  ncc-cssarv. 

.  TliH  .same  proctulures  used  to  test  the  reasonableness  of  other  fund- 
ing requests  sliould  be  the  only  limiting  factor  facing  the  proprietary 
institutions.  »      t  i 

5.  Provide  authority  for  institutions  to  purchase,  at  their  option, 
existing  notes  tor  loans  tiikeii  out  by  NDSL  borrowers  from  other 
student  loan  programs.  This  would  permit  a  borrower  who  has  utilisjed 
more  than  one  program  to  consolidate  all  educational  indebtedness 
into  one  note  and  one  repayment  schedule  if  difficulties  in  making 
multiple  payments  Were  encountered. 

While  the  institution  would  not  be  required  to  do  so,  it  might  be 
advantaffcous  to  do  so  in  order  to  avoid  default  and  loss  of  funds 
already  invested  in  the  borrower.  Such  a  provision  would  offefsomc  of 
the  advantages  of  one  national  student  loan  program  under  present 
conditions.  * 
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iVnothei'  approacli  would  pevmit  Sallie  Mao  to  purchase  NDSL 
notes  as  well  as  GSL  notes,  and  consolidate  obligations  ot  common 
bori'owei-s  upon  request.  .,.11.    1   •  1 

6.  Exempt  NDSL  from  the  provisions  of  truth-in4euding  legisla- 
tion. Compliance  with  this  Federal  requirement  adds  much  unneces- 
sary paperwork  to  the  administration  of  the  program.  The  borrower 
is  suihcfently  protected  by  the  simple  interest  rate  and  other  terms  to 
make  truth-in-lending  requirements  redundant. 

7.  Exempt  principal  and  interest  canceled  by  NDSL  provisions 
from  Federal  taxation  as  income.  Borrowers  i-^ceiving  cancelhition 
are  currently  being  assessed  for  back  taxes  on  canceled  amounts,  con- 
trary, we  suspect,  to  the  intent  of  Congress.  _  ,w. 

While  we  continue  to  recommend  deletion  of  the  cancellation  pro- 
visions, we  do  not  feel  that  those  borrowers  who  legitimately  quaiihed 
for  such  benefits  should  now  be  held  accountable  tor  those  benefits 
retroactively  or  for  futurt^  benefits  already  covered  by  provisions  in 
eft'ect  at  the  time  the  promisory  note  is  signed.    _  ,  ' ,  .,1  ^ 

Congressman  Ike  Andrews  has— or  soon  will— introduced  a  bill  to 
exempt  the  retroactive  aspect,  but  we  feel  that  the  exemption  should 

^^I°anfm)t  sure  this  is  something  you  can  handle  in  this  committee}  it 
might  have  to  go  through  Ways  and  Means.  But  at  least  you  are  aware 
of  the  problem.  ^  £ 

8.  Consider  amending  section  466  to  provide  tor  the  retention  ot  ex- 
isting NDSL  funds  at  the  institution  rather  than  the  present  provision 
for  the  eventual  distribution  of  assets.  Each  time  that  the  NDbL 
authorijiation  is  extended,  the  dates  in  section  406  are  likewise 

extended.  ,      ,  . ,  , 

This  seems  unnecessary  if  the  Congress  intends, to  provide  a  i;evolv- 
ina  fund.  With  the  past  and  current  administration  proposals  to,  dis- 
continue new  Federal  contributions,  clarification  oi  the  congressional 
intent  would  provide  comfort  to  institutions  who  fear  that  c^sation 
of  funding  will  be  followed  by  the  recall  of  existing  iunds.  Rodney 
Harrison  spoke  to  that  general  uncertainty  also.  ,     ,  ,   .  ,  , 

9.  Amend  section  496  (pt.  F-Geiieral  Provisions)  to  include  au- 
thority  for  the  transfer  of  up  to  10  percent  of  an,  institutional  allot- 
ment  of  NDSL  funds  to  CW-SP  or  SEOG,  and  vice  versa.  The  same 
rationale  exists  for  NDSL  as  for  the  current  authority  ,to  transfer 
CW-SP  and  SEOG. 


court  ruling  that  such  prohibitions  are  unconstitutional  and  the  sub- 
m\m\t  decfsion  of  the  Commissioner  of  Education  to  direct  institu- 
tions to  disregard  tlie  provisions  therein. 
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NASFAA  has  expressed  concern  in  the  past  about  the  use  of  such 
Jtechniques  for  attempting  to  curb  disruptive  activities,  largely  because 
of  the  more  severe  penalties  thus  imposed  upon  needy  students  than 
upon  nonaided  students*  Fortunately,  the  disruptions  of  the  late  1960*s 
have  expired,  hopefully  making  such  considerations  unnecessary; 

tl»  Clarify  section  498  (pt*  F-rGeneral  ProvisionsV  to  make  notari* 
zation  of  tlie  required  affidavit  iinnecessary.  The  Office  of  Education 
has  made  a  legal  interpi*etaticu  that  "alhdavit*^  means  a  notarized 
statement  The  notarization  process  adds  much  confusion  foi*  the 
student  and  institution  alike,  complicates  the  i^egistration  process  in 
many  institutions  and  generally  makes  administration  of  all  Federal 
programs  more  difficult 

Yet  the  notarization  has  no  le^al  value  except  tJmt  the  signature  was 
witnessed  by  a  notary  public,  It^oes  nothing  to  insure  the  authenticity 
of  the  signature,  nor  does  it  enhance  the  sincerity  of  the  signer.  I  must 
admit  that  it  psychologically  may.  cause  the  student  to  consider  his 
or  Her  intended  use  of  the  funds,  but  the  pause  will  be  only  momentaiyt 

xhe  notarization  is  simply  not  worth  the  hassle,  and  sometimes 
'  oney,  that  requiring  it  causes  both  institutions  and  students. 

This  concludes  our  recommendations  for  the  national  direct  student 
loan  program/ 

I  would  call  your  attention  to  the  study  of  the  NDSL  program,  to 
which  I  referred  earlier,  as  it  attempts  to  answer  some  of  the  questions 
posed  by  the  subcommittee  yesterday  about  the  characteristics  of  the 
delinquent  borrower* 

The  findings  suggest  that  such  factors  as  sex,  race,  income,  and  occu- 
pation after  termination  of  studies,  and  amount  of  borrowing— up 
to  a  point— are  less  important  in  projecting  delinquent  repayments 
than  IS  the  borrower's  perception  of  how  Well  the  institution  admin- 
istered the  program  for  him* 

.  There  is  just  one  further  comment'  I  would  make  in  light  of  the 
testimony  you  heard  yesterday  on  the  delinquency  rate  m  NDSL* 
Allowable  deferments,  and  particularly  cancellation  provisions,  make 
the  identification  of  a  truly  delinquent  loan  verv  difficult^ 

Many  apparently  delinquent  loans  are  later  determined  to  be  the  i»e- 
sult  of  late  filing  of  deferment  and  cancellation  requests,  especially 
since  cancellation  requests  cannot  be  filed  prior  to  tlie  end  of  the  school 
year,  and  the  fiscal  year,  upon  which  delinquency  rates  are  based, 
follows  almost  immediately* 

Another  element  that  somewhat  distorts  the  deliiujuency  rate  is 
the  fact  that  once  a  payment  is  missed,  the  note  remains  **past  due'* 
until  all  prior  payments  are  caught  up,  even  though  the  borrower  inay 
have  made  a  payment  every  month  for  the  past  year* 

Borrowers  who  continue  making  payments,  even  on  an  irregular 
basis;  are  not  the  problem*  The  real  difhculty  rests  in  those  borrowers 
wlio  cannot  be  located  or  who,  if  located,  refuse  to  pay*  These  statis- 
tics would  provide  a  more  meaningful  indicator  of  the  success  of  the 
program*  Uodney  Harrison  also  spoke  to  the  need  for  some  Govern- 
ment assistance  in  that  vein* 

OtJAlUNTfiMt)  INSVntSD  fii:i*t«>t5N'f  tOAN  IPKOOllAM  . 

As  indicated  earlier  in  this  testimony  and  in  previous  appearances 
before  this  subcommittee,  the  association  recognizes  the  need  for  and 


heartily  endorses  the  guaranteed/insured  student  loan  program.  It  is 
not.  a  question  of  NDSL  or  guaranteed/insured  loans.  Both  are  re- 
quired, at  optinuim  efteetiveness  and  funding,  to  servo  the  credit  needs 
of  our  students  and  their  families.  * 

Since  the  success  of  the  guaranteed/insured  loan  program  depends 
in  larjve  part  upon  the  vohintary  participation  ot  the  commercial 
lending  community,  it  would  perhaps  be  presumptuous  of  us  as  finan- 
cial iiid  administrators  to  make  recommendations  in  the  arena  of  en- 
hancing the  attractiveness  of  tlie  program  to  the  lender. 

We  do,  however,  have  some  suggestions  the  subcommittee  might 
want  to  consider  in  this  vein : 

1.  Extend  the  Federal  payment  of  interest  to  cover  the  period  be- 
tween the  tune  a  lender  files  a  default  claim  and  the  time  or  payment 
on  tlm  claim.  Some  States  already  provide  this  benefit.  It  will  not 
only  eliminate  one  real  drawback  for  the  lender  in  terms  of  lost  income 
durinjj  tliat  period^  but  it  might  also  motivate  the  faster  processing 
of  claimsj  reported  to  be  an  additional  problem  to  lenders. 

2.  Retain  the  current  Y-percent  interest  rate,  but  attach  the  amount 
of  special  allowance  to  some  responsible  indicator  of  the  money  mar- 
ket so  that  the  lender  can  get  a  fair  return  on  the  investment.  It  seems 
important  to  us  that  the  special  allowance  be  predictable  in  advance 
rather  than  being  set  retroactively,  sometimes  far  into  the  next 
quarter. 

The  psychological  impact  of  reducing  the  special  allowance  for  the 
prior  quarter  at  tlie  same  time  the  prime  interest  rate  reaches  an  all- 
time  high  is  obvious  and  should  somehow  be  avoided.  The  constant 
intei'est  should  be  maintained  to  provide  sta*birity  in  the  cost  to  the 
student  borrower.  The  current  7  percent  rate  seems  to  be  a  reasonable 
expectation  of  the  borro\?er. 

Ji.  Retain  the  in-scliool  interest  subsidy  for  those  borrowers  from 
families  under  $1.5,000  adjusted  annual  income  requesting  $2,000  or 
less,  with  eligibility  beyond  those  points  being  dependent  upon  demon- 
strated need. 

While  we  have  had  some  problem  philosophically  with  the  provision 
of  a  subsidy  to  all  families  falling  under  this  utnbrella,  and  the  result- 
ant cost  to  the  program  that  might  be  better  directed  to  otlicr  student 
aid  programs,  we  recogni:fie  the  practical  implications  of  limiting  the 
subsidy  tht*ough  a  needs  test  for  all  applicants,  both  in  resultant  proc- 
essing* hurdles  and  the  unavailability  of  unsubsidijsed  loans,  at  leant 
under  ctirrent  circumstances* 

We  prefer  at  this  time  to  leave  this  aspect  of  the  program  alone  and 
give  jt  a  fair  chance  to  work.  The  cost  implications  may  have  to  he 
considered  later. 

4.  Kxclude  the  program  from  the  provisions  of  truth-  in-lending. 
The  rationale  is  the  same  as  for  NDSL{  the  borrower  is  already  ade- 
quately protected  and  the  rcdtape  is  an  unnecessary  burden  to  the 
lender. 

There  are  a  series  of  recommendations  we  would  like  to  advance  to 
improve  the  program  for  the  student } 

1*  Provide  an  overall  ceiling  on  borrowing  from  all  Federal  student 
loan  programs,  rather  than  separate  ceilings  for  each  one.  The  amounts 
can  be  studied  and  debated,  but  for  sake  of  example  we  suggest  the 
following}  \a)  $2,500  per  year^  all  Federal  programs  combined { 
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(h)  $10,000~cumulative  Bgure— for  xuulergnicUmte  study,  all  Federal 
programs  combined;  (<?)  $15,000  for  uuclergraduate  plus  graduate 
stucly,  all  Federal  programs  combined;  and  (d)  $20,000  for  under- 
graduate plus  professional  studies,  all  Federal  programs  oonvbined, 

Lest  it  appear  that  we  are  suggesting  an  expansion  of  the  use  of  stu- 
dent  loans,  we  are  not  ;  this  amounts  to  a  limitation  on  borrowing  pes- 
siblo  currently,  Potential  borrowing  from  existing  Federal  programs 
with  separate  limitations  is  substantially  greater  tTuui  this  proposal  ^ 

We  are  concerned  that  students  may  be  overextending  their  ability 
to  roi)ay  with  the  current  opportunity  to  conibine  loan  programs  and 
\yo  wish  to  see  a  further  limitation  eiiactexh  Our  proposal  would  con- 
tinue the  authority  of  the  Commissioner  to  grant  an  exception  under 
excoptiomil  circumstances,  but  the  need  for  such,  with  adequate  sup- 
port for  grants,  work  and  other  aid,  should  be  minimal. 

2.  Extend  the  payment  period  for  graduate  and  professional  school 
borrowers  to  15  years  when  amounts  exceed  $10,000;  retain  the  cur- 
rent minimum  monthly  payments  for  smaller  loans.  The  reason  is 
obvious;  if  larger  amounts  are  borrowed,  the  monthly  payments  be- 
conje  overpowering  in  the  10-year  schedule,  enlmncing  llie  likelihood 
for  defiiult.  Even  with  the  increased  earning  power,  tlie  extension 
seems  reasonable* 

3.  Provide  authority  for  a  lender  to  pay  off  other  educational  loans 
a!ul  consolidate  all  such  borrowing  into  one  note  and  repayment  sched- 
ule. The  rationale  is  the  same  as  that  provided  for  the  NDSL*  We 
feel  that  this  would  make  it  easier  to  meet  repayment  obligations  and 
avoid  default. 

4.  Pfovide  specified  authority  for  the  lender,  at  his  option,  to  uti- 
li/.e  a  graduated  repayment  plan.  Not  to  be  confused  with  an  income 
contingency  loan,  about  which  we  have  grave  reservations,  the  gradu- 
ated payment  which  would  permit  a  boiTower^s  repayment  obligation 
to  begin  at  a  lesser  amount  and  continually  increase  as  earnings 
mcreasedi 

liecause  this  approach  has  some  inherent  problems,  we  are  propos- 
ing that  it  be  offered  only  as  an  option  to  the  lender,  to  respotid  to  spe- 
cial dilticMilties  a^  borrower  might  be  having  with  the  standard  repay- 
njont  schedtile,  and  only  after  delinquency  seems  to  be  the  only  other 
alternative. 

We  Inive  a  few  recomtnendations  for  the  general  improvement  of 
the  program: 

1.  K(Muov(5  the  disincentives  for  the  operation  of  State  guaranteed 
agencies.  Tlie  evidence  seeitis  clear,  in  terms  of  processing  time,  lender 
I'elations,  institutional  relations,  and  other  considerations,  that  this 
pr()f>M*am  can  be  operated  more  efficiently  at  the  State  level  than  at  the 
national  level*  at  feast  tmder  present  circumstances. 
^  Vet  there  is  no  .good  reason  for  a  State  to  perform  the  guarantee 
f miction  at  this  tlme^  except  a  desire  to  provide  better  service  to  its 
icsidents.  In  ini  ny  ways,  primarily  fisr^ah  the  State  is  better  off  allow- 
ing the  Fed<M'al  Ooverninent  to  provide  direct  insurance,  and  tints 
processing. 

We  reconnnend  that  the  subcommittee  provide  greater  equity  to  the 
States  serving  the  guarantee  function,  in  order  that  we  protect  those 
agencies  now  operating  tmd  cncotirage  others  to  be  formed.  I  believe 
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the  Natioiuil  Council  ol  Higher  Education  loan  pvograms  will  have 
moro  specific  proposals  in  this  area  at  a  later  time.  «... 

2.  Provide  for  the  Federal  payment  of  administrative  cost  for  insti- 
tutional processing  of  guaranteed-insured  student  loan  applications. 
Although  the  demand  upon  the  institution  has  been  lessened  by  the 
recent  clmnges  in  the  criteria  for  the  interest  subsidy  eligibility,  there 
still  i-eumins  a  great  deal  of  paperwork  at  the  institution. 

With  operating  budgets  beiiig  reduced,  schools  are  having  ah  m- 
ci'ciisinglv  dilUcuTt  time  getting  the  necessary  staff  support  to  process 
loan  applica^^^ions  on  a  timely  basis.  The  out-of-budgefc  expenses  go 
beyond  sta(l  time  to  include  supplies,  equipment,  travel  to  loan  work- 
shops, ct  cetera.  . 

Campus  budget  officers  would  be  much  more  receptive  to  these  tle- 
nmnds  if  a  partial  reimbursement  of  expenses  were  available.  We  sugr 
gest  that  an  amount  of  $5  per  loan  insured  or  guaj*anteed  on  all  loan 
applications  processed,  not  just  those  approved,  the  paperwork 
needed  to  account  for  such  payment  would  negate  the  purpose  of 
d  i  so 

8.  l^i'ovide  authority  for  the  State  agency  or  USOE  to  contract 
witii  the  original  lender  for  special  collection  efforts  beyond  normal 
due  diligence  at  the  end  of  the  required  120  days,  but  prior  to  submit- 
ting a  default  claim.  We  have  several  reasons  for  suggesting  this 
option : 

{a)  1 
tivity  b( 

turned  over  to  uaujii,  several  wecKs,  poteiuiauy  \Giy  uiiu;i»i  wnuo 
go  by  before  the  paperwork  permits  contact  with  the  borrower.  Leav- 
ing the  account  with  the  original  lender  postpone  that  conversion 
period  until  it  is  less  important  to  the  collection  effort. 

(b)  The  original  lender  already  has,  in  most  cases,  made  contact 
with  the  borrower.  USOE  or  the  State  agency  may  have  to  reinvent 
tile  wheel,  so  to  speak,  before  the  initial  contact  can  be  made. 

(c)  The.  original  lender  files  a  default  claim  because  the  special 
collection  eft'orts  are  cost-prohibitive  under  the  current  margin  pro- 
vided. Federal  payment  of  nonroutine  collection  costs  under  contract, 
however,  might  give  sufHcient  incentive  for  the  lender  to  pui-sue  col- 
lection rather  than  file  a  claim.  Federal  payment  of  State  agency 
collection  costs  might  also  provide  additional  incentive  for  them  to 
recover  claims  on  the  Federal  reinsurances. 

(d)  It  is  only  conjecture,  but  we  would  suggest  that  such  an  ap- 
prouch  would  be  less  expensive  to  tlie  Federal  Government  than  the 
inaintenance  of  an  ever:increasing  collection  function  of  its  own. 
While  it  would  not  avoid  all  claitns,  and  some  limitation  to  the  lender's 
efbrts  would  probably  be  desirable,  it  could  appreciably  reduce  the 
number  of  claims  being  submitted  by  lenders. 

4.  The  changes  to  the  general  provisions  proposed  earlier  for  N  U&L 
would  also  ai)ply  to  the  guaranteed/insured  loan  program  with  re- 
spect to  the  ailidavit  and  the  disruption  provisions.  . 

This  concludes  our  observations  and  recommendations  on  the  loan 
programs  authoriiied  by  title  IV.  We  would  bo  happy  to  respond  to 
questions. 

Thank  you. 

[Appendixes  to  the  prepared  statement  follow  i] 
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TABLE  V.-^NATtOMAl  DIRECT  (DEFENSE)  STUDENT  LOANS 
(In  millions  of  doilarsi 


1968 
.  1967-^8 

'  1969 
1968-69 

1970 
1969-70 

1971 
1970-71 

1972 
1971-72 

1973 
1972-73 

.  1974 
1973-74 

1975 
1974-75 

,  225.0 
243. 1 
230.2 
190.0 

210.0 
269.7 
246.7 
190.0 
190.0 

325.0 
318.0 
273.4. 
188.6 
188.6 

375.0. 
*  331.1 
283.4 
236.5 
236.5 

375.0 
389.4 
337.1 
t  309.6 
286.0 

400.0 
534.0 
454.1 
286.0 
3  286.0 

400.0 

682.8 

576.9 

286.0- 

286.0 

400.0 
732.2 
557.  b 
286.0 
286.0 

)  $23,000,000  supplemenlat  distributed  in  fiscal  year  1973. 
Uncludes  fiscal  year  1972  supplemental  of  $23,000,000. 

KATioKAt  Defense  Borrowers  Stui>v  Conducted  for      U.S.  Office  of 

Education 

(By  Bichard  L.  Tombaugh) 

•*      X.  SUMMAUV  OF  THE  STUDY 

This  study  was  conducted  by  the  Division  ot  Student  Financial  Aid,  U.S.  Office 
of  Education,  during  Fiscal  Year  1070.  The  population  studied  consisted  of  tlioso 
National  Defense  Student  Loan  borrowers  who  terminated  their  education 
through  graduation,  transfer,  or  wlthdmwal  during  FY  65.  This  particular  group 
was  selected  because  of  their  opportunity  to  borrow  under  the  NDSL  program 
for  four  consecutive  years,  yefc»be  potentially  out  of  school  for  Ave  years  at  the 
time  of  the  study*  ■ 

The  sample  consisted  of  25%  of  the  terminal  borrowers  at  25%  of  the  institu- 
tions participating  In  the  NDSL  program  for  the  four  years  prior  to  and  includ- 
ing FY  fiS.  Analysis  was  limited  to  tiiose  who  had  borrowed  as  undergraduates, 
'   but  a  sub-Ktudy  will  be  forthcoming  or  graduate  borrowers  as  well* 

The  study  had  four  basic  goals  or  purposes  J 

A.  To  evaluate  borrower  attitudes  toward  borrowing  for  college. 

B.  To  evaluate  repayment  performance  and  Its  relationship  to  several  bor- 
rower characteristics  thought  to  influence  lot?  a  repayment. 

O.  To  evaluate  the  teacher  cancellation  provisions  and  the  maimer  in  which 
the  Intent  of  these  provisions  Is  being  realiised. 

D.  To  evaluate  the  Importance  of  good  Institutional  admlnlstmtton  to  borrower 
attitudes  nitd  timely  repayment. 

It.  summary  of  response 

Institutions  In  sample-   —  -   842 

Returns  not  usable——  — — « — — -  7 

Not  participating   ^    28 

Total  participating  institutions-^-   -  812 

Percent  of  partlctpatlon-M    — —   91. 2 

Questionnaires  mniled  -   — — m--  0, 982 

Not  deliverable    15^? 

Keturned,  not  usable——  —   —  281 

Returned  too  late-   — —   88 

Not  returned^.,—  ^  — - — >  1«4G8 

Total  usable  questlonnalres-M—  -—  6,055 

Percent  usable  of  mailed--------------*.— — ^  p»  6 

Percent  usable  of  delivered— ———— — - — —  — — — —  73. 9 

Percent  not  returned-  «——————**——  21.0 

111.  WlELlMlNAttV  CONCLUSIONS 

1»  ?7.8%  were  highly  favorable  or  favotable  In  their  attitude  about  borrowing. 

2.  There  was  no  loss  of  favor  as  the  amount  borrowed  increased. 

8.  Less  than  1%  were  unfavorable  in  their  attitudes.  Only  when  the  amount 
tiorroweA.exceeded  $7000  (4  cases)  did  the  percentage  eKpresaJng  disfavor  ex* 
<!cedl%. 
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4.  Those  who  borrowed  only  as  freshmen  were  somewhat  less  favorable  tlau 
those  wlio  borrowed  more  closely  to  their  termination.  The  later  In  their  under^ 
graduate  career  the  borrowing,  the  more  favorable  the  attitudes.  Probably  reflects 
the  dropou'j  problem. 

5.  Favorable  attitudes  Increase  parallel  to  years  of  education  completed.  More 
than  half  the  borrowers  having  unfavorable  attitudes  completed  less  than  4  vears 
of  higher  education  (28/43). 

6.  Those  with  high  GPA's  had  more  favorable  attitudes,  but  the  disfavor  was 
not  limited  to  tliOSe  with  low  GPA*Si  Most  of  the  variation  was  contained  In 
ambivalence. 

7.  There  is  no  significant  difference  In  the  attitudes  toward  borrowing  of  the 
males  and  females. 

(M==78.1%  favorable) 
(F=r:7aO%  favorable) 

8.  Bla(fks  "are  somewhat  less  favorable  than  either  whites  or  other  races,  but 
not  significantly  move  unfavorabia,  the  variation  again  being  in  neutral  feelings. 

(Wr::78%  favorable) 
(Os275%  favorable) 
(Bz=67%  favorable) 

0.  Attitudes  toward  borrowing  appear  highly  correlated  to  the  borrower's 
perception  of  the  quality  of  loan  administration  on  the  part  of  the  instltuibn. 

10.  While  favorable  attitudes  increase  with  average  annual  income,  the  change 
Is  probably  not  statistically  significant.  However,  when  occupation  Is  considered, 
disfavor  seems  to  center  In  clerical,  sales,  and  blue  udlar  jobs^ 

Those  borrowers  in  the  professions  and  teaching  express  the  most  satisfaction 
with  their  loan  experience.  Deferment  also  keeps  students  and  those  In  the  volun- 
teor  services  happy  about  their  loan. 

11.  As  might  be  expected,  those  borrowers  who  have  separated  or  divorced  have 
less  favorable  attitudes  about  their  loans  than  those  who  have  remained  single  or 
who  have  married  and  remained  so, 

(S=80.2%  favorable) 
(>t=s76.0%  favorab?e) 
(Dr=72.^%  favorable) 

12.  Those  borrowers  attending  four  year  institutions  are  more  favorable  about 
the  loans  than  those  w*ho  borrowed  at  two  year  schools,  Tliere  seems  to  be  no 
difference  between  public  and  private  school  borrowers. 

13.  In  repayment  perfornmnce  t 

((/)  men  and  women  pay  on  schedule  or  prepay  at  almost  Identical  rates 
(h)  men  use  much  more  deferment  opportunity  (21%/l>.2%) 

(c)  women  take  more  advantage  of  cancellation  (41%/24.5%) 
((/)  men  aro  slightly  more  prone  to  be  delinquent  (7.7%/6.8%) 

14.  In  repayment  performance  j 

(a  )  The  percentage  of  those  paying  on  schedule  and  prepaying  decreases  as  the 
amount  of  the  NDSL  loan  Increases. 

( h)  use  of  deferments  Increases  as  the  NDSL  amount  borrowed  increases. 

iv)  use  of  cancellation  remains  fairly  constant  regardless  of  NDSL  amount 
borrow^Hl. 

(d)  the  delinquency  rate  remains  fairly  constant  (7.7, 6.6,  6.6, 6.S)  tmtil  NDSL 
borro\.'lng  exceeds  .$3000  (18.3, 16.7) . 

15.  Wlioti  considering  the  total  amount  borrowed,  the  i»tevlous  conclusions  pre- 
vail, except  ibnt  the  delinquency  rate  jumps  when  the  amount  exceeds  $0000. 

16.  In  repayment  performance : 

{(t)  those  borrowers  who  fall  to  finish  four  years  pay  on  schedule  as  well  as 
those  who  complete,  but  their  delinquency  rate  Is  higher  due  to  the  limited  oppor- 
tunity for  deferment  and  cancellation. 

(h)  those  who  have  gone  on  beyond  the  master's  level  have  been  utilising  defer- 
ment and/or  cancellation  most  of  the  five  yeai*s  since  ternUnation,  and  thus  have 
a  limited  repayment  record. 

17.  As  attitudes  concerning  borrowing  move  from  positive  to  negative,  the  per- 
centage of  those  paying  on  schedule  and  prepaying  UwreaseH, 

18.  Use  of  deferments  dfjes  not  vary  significantly  with  differing  attitudes 
toward  borrowing. 

10.  There  Is  a  strong  relationship  between  favorable  attitudes  and  use  of 
cancellation. 

liO.  l)eUnqucncy  rates  Increase  as  ttttltudes  move  from  positive  to  negative* 
21.  There  is  Very  little  difference  in  repayment  performance  when  the  CPA  in 
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V  op  above.  Those  bolow  u  C  uveruKe  rojmy  on  time  or  preimy  much  more  fre- 
fluently,  but  they  also  have  n  higher  delinquency  rnte«  They  u^e  cnneellation 
much  less,  presumably  due  to  the  teacher  .screening  process* 

22.  White  borniwers  are  son^ewhat  niore  apt  to  prepay  or  pay  on  schedule 
than  blacks  (47,8%/S6.5),  and  conversely  less  likely  to  be  delinquent.  However, 
it  Is  likely  to  be  closely  related  to  the  collection  procedures  of  the  institutions. 

3(1  Borrowers  repaying  annually  are  more  likely  to  pay  on  schedule  and  have  a 
lower  dellnauenoy  rate  than  those  paying  more  i:requently,  but  they  also  are  less 
likely  to  prepay  their  loans. 

24.  The  likelihood  of  paying  on  .schedule  and  of  being  delinquent  are  closely 
related  to  the  borrower's  perception  of  administrative  quality.  However,  the 
administrative  quality  does  not  seem  to  affeoFthe  use  of  deferments,  cancella^ 
tions  or  the  use  of  prepayment. 

25.  As  might  be  expected,  there  is  a  direct  relationship  between  paying  on 
schedule  or  prepa  .  lug  and  average  annual  income.  However,  the  relationship  Is 
not  nearly  so  s'tvo;tgr  with  the  delinquency  rate  because  of  the  substantial  use,  of 
deferment  by  the  lower  Incomes  (students,  military,  volunteer  service). 
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it3»«M;CH,  iif  A»,y,  CIO  you  i3,it*tiw  in  lohi-tCaM  LOANS 
rAOJ*  ALL  iftuACtS  otrErt  Than  \03l  roa  Yflu«  yw£rt* 

C^AftJAtC  aUCAtlOf*?  ' 


ERIC 


^1 


aQS  sea  eA  uss 

£01  •  $^CCa 
fjDtt.CCj  .  $2,2C3 


y  eG$2,00t  .  $2,030 
/  f  □  $3,001  .  $i«,08Q 


iiiutu  Ycui  til!  (04  mt  acce?*T)  WSl  loan  voua 


4  O  JOf  hC-'^PC 


$4  HSW  HANV  YCAKS  Of  USCpCACRAOUA  r£  SCHdOd  HAV£  VOU 
St  aOl£SJ  tHAN  1  JjLona  Ofl  3^ 


6«  MlAt  Wil  yfct«  E>.R4t,lM£Nt  JtAtUS  A3  Afi  UNOEftOJJAfiyKfi 


V»  OiO  vou         IT  ^£SS25AAV  tO  lNt£«au?f  YO'Jft  UWCft* 
CftAfiOAtt  Jtl'DltS  »HI0H  to  «OM;»LEtIdM  0.^  VOUft  OEiipeC? 

ir  iO|  w>'At  Mi^.v^fitc  bto  voud  stuoEHt  LdAr<  ifiatfiteo* 

Ne2$  HAVC  \H  fHAT  :£0tfitON? 
^^OW  IS?rsRyPMa%  MAd  «£CS52AftV 

7J*  fiO^*/  ttLftlC5  Wt«£  l^itElRUPfEO,  but  |^fiE^t^Of^£^S  HAD 
IXUU  OFi  ftOtHlU  TO  00  MItH  it 

?  cDmy  itv&jtj  hCRE  i»jtEnftu?tcei  dut  iwestcaxcss  mas 

OMY  pSt  or  t)«£  COfitltUuMh^  MCf045 

^  oOw/  $tvfcit5  >,t*^  i»ttflm;f>tco,  ASi  UiicatEflHtls  was 


^%  WMAt  Mi$  TflUft  AP^AMIMAtt  Uf.6t4<iftADUAte  6J»A3<.  AVUACt^ 
ACT  A  t^iOC  6ft  C* 


Uf.i>CdfiCiA2vA  tE  t.tva^ 
;f^'  ftCwfttnt,  ''♦AStjMis  oEcflCt 

y  6  Cj  ^AntlAL  OOifOAAtt 


10.  WHAT  iNPLUl'NCt:  010  YOUn  UtiOERCPADUAtC  LOA>.  If.OEdtCO* 
ftESS  HAVC  ON  YCUA  iniaSUit  OF  OnACUAtC  StU&IES? 

*C  (  HAVC  N3t  (»UHSU50  CfiAOUAtC  StVOY,  8Uf  TmC  tOAf< 

iriocstEOfiESS  HA&  Lirrie  on  honti^s  to  oo  wifM  it 

7  aQ  I  MAVb  *tOt  PunSUtO  CRACUAtE  StUOY.  But  ti'C  LOA^ 
IhSEdtEOhCSS  MAS  O.UY  ONE  OP  tttE  CONtAI^UtlNw 
fAOtOfl} 

/  cD  t  HAVC  NOt  ^uftsuco  c^AOuAtE  sruav»  auo  t»«c  ioin 

l.tSEOTEOh'ESS  HAS  thC  HAJOH  ACASON 
jT^OO  i  HAVE  00?.E  CftAOUAtE  StUOV  HltnOUt  ANY  fAfltlCU* 

lik  (^tttatuct  to  Hv  UNOEnsnAOuAte  I'loratEONSss 

2«         I  HAVE  DONE  OftAOUAtC  StUOY,  3Ut  tHE  LOAft 

INOeStEOftESS  (AUSCO  ME  tO  ^OSt^OftC  HY  ENnOLLKChr 
OR  CARAY  A  liCHlER  COOSSZ  LOAO 

^  rD  i  HAVE  OONr  OflA&UAte  StUDVi  rihANCEO  tHROUOt* 
^UfltHCP.  LOAliS 

3  OD  I  HAVE  t}0»E  CAAOUAtE  StuOV  UitHOUt  rURtHCA 

fiomiiNtii  9ut  ANticiPAte  tHC  need  to  oo  so 

BEt^OAE  COj^fLEtiO^J 


11*  PLEASE  lOENrtrv  YOuFi  ax 

A  D  MALE 

6  D  PEMALE   


12*  PLEAdE  lOENfifY  YOUA  ftACE 
^J$ACiK>Hte             /  ''.□OtHErt  U^ecipyJ 
^  fl  0  SLACK  


13.  HAVE  YOU  DECEtVEO  tEPEftMC;.t  CP  flC^iAYKNt  At  ANY 

FOR  ANY  OP  tHE  POLLOWHiO  REASONS? 

g(S  aD  AO&tfiONAL  eCUCMtON 
^  SOMtLltAAY  SCAYICE 
/  oO  PEACE  coA^s  on  VtSfA 
oCj^t((A»out  iiAAdSHiii  • 

i.Q.^O,  Og<;^^'"t  HAS  SEEN  ftECElVcO 


V<^Ut  tYPE  6lf  AEPAYKENf  PLAN  /AE  YOU  hOH  U8ih6  fOA 
VOUA  fiOSl  OEdt? 

A  n  A«f*uAL       y  e  3  MO%tnLv 

'       sOgUArttenLY     J^^*t£j  itAfHER  CANCELLAtiOM 
^  P  8  i*?^Nt«LY.    /O  p  Q  ofcf 


1S|  AEPA^1>ICt<t  PLANS  HAY  8E  AOJUStEO  SY  MUtUAL  AOflCEMENt 
dCthttN  tHE  LENDER  A»0  tHE  SORt^OuEK*    MAS  YOUA  PLAN 
fiEE^^  ts^mtti  SiNCE  YOU  t€(lMlMt£0  YOU(t  U'idEn04AdU4t£ 
CfUCAffOh? 

aD  ho 

6  D  YESj  At  HV  ftC^UCSf 


^>  0  U  YES}  At  HiitltOtt^*>'S  ftCQVESt 


)£»  HSW  iS  (tJAS)  YOUA  ^OSL  OESt  dEtN&  /«PA|07 
ADVCVft  IK<:0!!C  Of.tV 

^.  6  D  swuse's  iNco>^  Only 
OD  JOivt  ifiioftE 
^^Top      p*wNfs  oa  SP(j'jSt*4  PMEhfi 

'S^ftO  tEAC»<£n  OAN^ELLAtiON 

V  rCj  otHtA  (specipy) 
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)7*  m  YOU  flccctvc  k  ruti  exi'Li'uriQri  or  tMC  tcnns  and 
coitiotrtoNS  or  Yoo«t  fUTiofMi.  DcfdNst  Uah  at  rtts 

IHC  HOhCY  WAS  f       LOAhCO  ID  YiHJ? 


A  □  Yea     /S%  □  00»» T  RCCILt  □  ^0 

19*       ycu  Pnovioco  v^Itm  nzp kvitn  i»ST auctions  crior 

TO  YOUA  OCCARTUnC  fHQtV        COUCCC  OR  UNIV£RSItY 
MQViDiMQ  VgUR  f  lAST  t.OAN? 

^^aD  ycs    /yo  D  Doii*T  recall  X?cDno 


DIO'YOU  nCCRlVC  A  WlllTtCN  Mt\Ct  OR  SlUlhC  Or  TilC 

AmifiT  m  ouc  oatc  foa  your  nnsr  rc?ayk.cnt 

l«TAH^Hl7  ^ 
(^□yC3 

//  iDho 

7  cPPtftST  WCPAYVCUI  NOT  YCT  OUg 

20*  HAVE  you  REcetvco  suasc^uc>«T  flecuiAR  Notices  OH 

•  iUtNAS  PRIOR  TO  TMC  TIHC  THAT  INSTAUKCNT 
RE;>AYf{CNT(  htRfi  OUe? 

SiZ^ADYes 
oOno 


2U  v.tiAi  i&  The  currcnt  Status  or  your  jiATioMAt  OEfenSC 

SiVD&JT  LOA^? 
^    aQIOAN  IS  rulLY  PAID  OFr 
^/  B  □  I  AH  PAVir.C  Aii£aO  OF  SCHEOUIC 
CD  I  AH  PAYING  0»  SCHCOUIC 
Jl^^   OD  t  AH  USIhfi  TEAChCR  CASeCLlAtlOh 
.  /^^eCJ  »  AM  USING  OC«WfHI 

t  aH  flEMIftO  Pit  PAYkCHT{$) 


22*  li^  YOU  AR£  eCHiNO  0(1  YOUR  SCt^COULEO  RCPAYMChTi  IIA9 
YOVR  UMIM  iNSfltUTION  (OR  ITS  COLLECTION  ACCI^t) 
CONTACteO  YOU?  < 

A  □  Htvtn 

8  0  ONCe  OM.Y 

oO  TWO  OR  Twec  Tildes 

OO  sevCRAL  TIHES 


23»  HAVE  YOU  TAUGHT  tH  Af4  EOUCATlOMlL  INSTIIUTION 
(ELOtENTAAY)  $ec6>;0ARY,  OR  POST-SCCONOARY)  OK  A 
mC«Tlf«  lASiS  OURIftC  ANY  YEAR  SINCE  TCrMINaTINO 
YCUR  UhOEAfiRAOUAlC  STUOUS? 

i<r  A  Dyes 


JfiiQ  HAS  UVl  CK£CK£0   IH  1TEH_23  f>aOC£C6  tO  ijUESTION  30. 
2i|*  Hive  YOU  oaiAlhCO  PA.'^TtAL  CANCELLATION  Of  LOAN 
Pftill6l|)AL  AND  \Mt\iUX  roR  eACH  YEAR  OP  TCAeHINO? 

*Dy« 

^^^□W;  I  HIS  HOT  AMAftC'OP  THIS  PflOVlSIOM 

7  oUnO}  I  HAS  AUlftC  dp  THIS  PAOViSlON  ^Ut  HAVC  KOT 
AE^ESTCO  ThC  cancellation 

■    /L»  OnxO;  MY  ftEQUE$T  MR  CANCEUAtlOfi  HAS  OEE><  BEfijEO 

2^*  HCRC  you  i>LAKNINfi  10  tCACH  PRIOR  tO  IhE  TIHC  YOU 
RECEIVED  YOUR  riRSf  f(AriO.IAL  CtHHtt  SlUOCNT  LOAN? 

^)aD«$ 


2€«  wCRC  YOU  AWlRC  or  rH£  TCACHU.d  CANCaiATiON  PAOVt* 
SIOM   AIIHeHHtVOU  eORROHCO? 

A  □  YES 


Ml 


010  TKC  AVAlLASILItY  0>  A  NATIONAL  OCFENSC  LOAN 
IhriUtMCC  YOUR  OeCISIOH  TO  CNTCR  THC  TCAAHlNQ 

PHQrcssioij? 

aDoepinitelY 
dOpossioly 
c  □  not  at  all 


29* 


010  Iht  CANCELLATION  PROVISIOII  GIVE  VOU  ;.OOITiOlML 
iNCCNTIve  TO  ENTER  THC  TCACHllid  PROPCSSION? 

ACoEriMITELV 

eQ  P05$ietv 

cD  HOT  AT  AIL 


29*  HAS  THE  CANCELLATION  PROVISION  l.vrcU^NCfO  YOU  TO 
RE/IAIN  IN  TCACH  INC  LONC^R  THAK  YOU  haULU  HAVC 

ojherwuc? 
^"*aQoe?initelv 

8Dpfl5SrfiLY 

^^)_C  □  NOT  AT  ALL  


30*  IN  OflOCR  THAT  Wt  MIChT  OETCnrMNE  THE  CORf^CLATION 
SETWCEN  POST-lltCtiCR  EOUCAfiON  INCOMC  m  ACPkH*£M 

cr  Student  loa^Si  plciSC  indicate  thC  AppRoxtHATc 

AKtiUAL  CROSS  INCCH;  (flCrORC  TAXES  AKD  OEOUCTIOftSj 
tNCLUOE  HELP  PSOM  PAHENTSi  JWERITANCC« 


YEAR 

YOUR  INCOMC 

spousE^s  iNCone,  if  kuy 

31*  IfiDICATC  IHC  MOST  APP^dPRlATC  J03  PIUD  OR  $TAlUS 
WMlCH  HAS  OCCUPIEO.tME  LARGEST  PROPORTION  OF  YOUP 
tIKC  eiNCe  TCitl^lNAflNG  YOUR  UNDERORADUATC  C0UC4TI0N 
IN 

^    aD  ARCHITECTUAC  AKD  CNGlKCERINO 

d  □  MATHEMATICS  AND  PHYSICAL  SCIENCES. 
^    cCLIFC  SeiCNCES 

OO  SOCIAL  SCIENCES 
^/   CDftCOfClhC  AND  HEALTH 

EOUCAfiON  (NONSTUDENT) 
/  cOlah 

/    hDAELICION  Ah'O  '.HEOLOCr 
A   I  Q  WRITTEN  ANd  VISUAL  AflTSj  CNTCATAINMSNT. 
RCCttCATION 

/    jH]  AOMINISTAATIVf  SPUIaLITIES  ANO  HmUnikl  K9Al( 
it    K  0  OTHER  PROP<;SSlONa  ACTIVITIES 
^    L  □  CLERICAL  k0>)K 

:SL  nOsALr.s 

^  nDpCRSONAI  and  PUdLtC  SCRViCCt 

^  oOpkmiuHi  roAESTRYi  Etc* 

/     pD  PnoeESSINGi  mCHlNC  TRAOeSi  6ENCH  A'49 

iiftuciuAAL  woftK  (susprqfcssiomh  level  i 

*/  MOr^MAKCfl 

^  ft  D  student 

^  SOmILITARY  SERVICE 
^    lO  VOLUNTEER  SEHVICE 

3  vdothCR  (specify) 


>A&E  2 


1  J  t 
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<;»MACflAOVAie  sruous? 

iOycs;  I  TAUcitf  IN  ottoen  ro  ftEcetve  CANceLLAtioN 

eOfCSi  i  satcno  a  mkhe«  payih?.  posuiom  oven  osg 
I  Mvio  HAVE  mfcmQ  OTHCHWise 

^    0CYCS{  >  HtJiT  TO  »0  PAY  6AC«  tOAH,  OUf  WOU)LO 

MAVC  PftEfCRRtO  TO  CNUB  MAOUAie  SCHOOL 


98,  FUR  mc  tHouNt  or  fiOnnQHiNC  that  you  oiO|  oo  You 
FtEL  ThAf  T»ie  tt«rto»4«w  OcFCNSk:  Uah  ntiPAYT^Hr 

fflOVtSiONSt 

/7  AO  allow  KOf)C  tlHC  THAN  hUeSSA^Y  TO  PEPAY 
lOAf< 


CARLi«  Ycu  Fa'.'nj  ir  fxassARY  lo  borrow  a  poiuio?j  Of  TOT 

tOUCAlJOWL  CWrS,  WIAT  WWIO  tW  00  I?  YCO  WhR£  FACED 
HUH  in  S«^t  SUUAnoH  ».£♦,  ItlWlCIESf  FUNDS 

fflrt  CalnETlflC  YCUH  Uf.DtKCRAWAlE  SIUOlcS?  PUASH 
KfOICAU  IfCU^  fEEU«C5  OY  5EUCTIfiC  IllE  «OSr  APP«OPftlArE 


FACtO  HItH  INAteQUAte  FtiNOS  FOR  HY  CDUQAflONi  I'HOULO 
le  IKCLINCO 

^7    kOhOX  to  B0R«9«  At  AU  P0«  UNOCRfitAOUATE  WRK 

i/    gOTO  ftORrtOW  »5  8KF3ht.  8UT  AttCWt  tO  HANACS  WITH 
A  tE55lft  AMOUNT 

/^/yOto  eoAAOM  as  9Er:ne»  a»  about  tmc  aamE  »^«UHI 

[^JiO/oCilO  aORfiOH  AS  eCfOtlgt  suf  at  a  HiCttEa  LEVEL  


39f  itOr«  OID  VOun  NAtlO^fAL  OeFCNSC  lOAX  kPfC^I  VOl'A 
SaECriort  OF  THC  COLLCCC  YOU  ATTEKREO? 

J^*/  aC  I  MULO  NOT  HAVC  BECN  AHC  TO  ATT^O  OR 
COhPLCTC  COLieCC  AT  ALL  WITHOUT  ThC  LOA^f 

gD  i  HAS  AeLe  fO  ATTEhO  A  MOflC  Pfle^CflAdLE  COLieCC 
on  CUn»ICULUH  than  WOULO  HAV£  OThEAHISC  hliH 
POSSULC 

^tiTc  Dm  CHOICE  OF  C0LL65C  dfl  CURHUVLUM  h»S  KOI 
IftFLUENCeo  6i  fHt  lOAM 


i»0,  d^lAT  1$  VQUi)  CUflf?ENT  HAf)itAL  (tATUS? 

A  □  5U:CLC«NEVER  HARniEp 
^/gDHARRlEO 
^  OC  SEPARAfEO  OR  OiVORCED 


^0  ALLOW  AN  APPROPRlAte  REPAVP-CNT  PC^IOO 
y  OD  SHOULD  ALLOW  flEPAYHCNf  OVE,n  A  lOHQtfi  PERIOD  OF 
'  tlKC  tHAh  thC  PRCSENf  tE»<YEAR  AHfiA»C&^C»r 


3^*  IF  KU  CHOSE  flESposse  A  OR  8  to  que;:ion  33|  WIAT 

$TtP$  WOVtO  YOU  TAKE  to  ELIHIWAjq  Ufl  "EOUCC  YOUft 
•OMOHINftr 

AOWODX  (or  mac  I^Ik)  oh  a  FULL-TlHi  SaSIS  DURInO 
thC  SU^tCR 

•  OwonK  (en  Honc  mw)  O'i  a  PART^TIHC  QASIS  ourino 

tHC  SCHOOL  YEAR 
cQOJfAIH  MOfiC  SUPPORT  FROM  PARE^iTS'OR  OTHER  FAHILY 

MCf'^ER 

~^  OU^EEK  OtHtrt  SCHOLARSHIP  Oil  CRAf<t  AlO 

eO  INtErtWPT  StUeiCS  to  h^AK  AND  SAVE  Iht  fiCCESSARY 
FUMOS 


m«  IF  YOU  HAVC  NEVER  OEEH  HARRIEOi  OU  VOU  FEEL  IhAT 
YOUR  StUObNT  LOAN  IhOEdTEOhCSi  HAS  HAS  ASY 

IfiFLUEscc  UPON  That  fact? 

□  MUt  At  ALL 
^5"^6  0  PERHAPS,  OUT  fWT  A  QlG  FACTOR 
«/  e  P  OEFimtCLY  KA5  MtrLUEHtlAL 


eURRCrtEftS  rttiO  HAVE  NOT  £CE?*  KAMlEO  HAVE  CC'IPlETEO  JhE 
SUaVEt,    THANH  YOU  fOa  YQua  COOPeaAtlONi    A  FEW  MftE 
CuESIlOfiS  Rt>iAlN  m  IHO^E  WHO  ARE  CUftfiENtLY  MAHRlEO 
on  HAVE  ECE?i  HAH>tUD  Pa£VtC'J$LY< 


35/ Otf  lOU  Fia  THAT  MRIOWlW  INStEAO  OF  KOfWIfJC  (OR 

MOttlNS  I^OaCI  PCftMlttCO  YOU  TO  CONCE^TRATC  MRE  FULLTTy 
OH  YOUR  SMOItS^ 

t*/  AOBCFlNUaV 
sQpoSSlSLY 

cCw  .    


36«  00  ?w  Feel  that  flORaowifio  injieao  of  udrkimo  I  or 
wcwifta  KOflc)  AUov<»:o  you  to  utIliic  msc  fully  thc 

HOIACAOtMiC  ELEJ^ttlTi  OF  CcLLECe  (SOCIAL,  ACTIVITIES. 
REC4CATI0H,  ATMtkTIC)? 

Jq  ft  G POSSIBLY 


3V*  IF  A  YOC»CtH  •flOtHER  (OR  SISIEr},  OR  irOUR  OWN  fiOh  (Oft 
OAUiHTERl  A5Kf.O  VOU^  AOViCC  ASOUJ  SOPROWlfifi  ?Oft 
COLUCC,  hOh  |,0VLP  Y'iO  lieSt>0.%07  I  KOULO  flCCO«iSl.O» 

/^^NACllt  HlCt-tY  A5  A  K/»*UOf  COLLCCt  FISANCIHJ 
r^S^eCilT  HttK  REiE»»VAfl6.N5 

cDaCAKST  l»CRftO«l«C  UMCiS  AJSOLUtELY  NCCESSARV 
^     OOAOAIhSt  IT  UhOER  AhY  CiRCUMSfANCCS 


AT  KttAT  POINT  IN  tlHt  WERC  YOU  MARRlW? 
^  \  aD  prior  to  SEfilSfilNfi  uuoercraouaU  SfuOitS 
yt  VO  OUftlNS  UNOEftCRAOVAtE  JtUOICSj        F'llOR  tO 
^      *      aORROWINO  • 
^y^CD  AFTER  SCnn'OHINC,  6UT  PRIOR  tO  TE^rtlHAtlW 
^  StUOlES 
31^         AFTtR  TeRHl«Atl>|C  UHOERCnACuAtC  St*jOlES 

010  YOUR  UNOtR'^nAOUAtS:  LOAK  IN:>ed7E0Si:SS  CAUSE  YOU 
to  POSTPONE  YOUR  HARRIACE  AT  ANY  TIPC? 

/     aDCCFIMTELY  was  a  OELAYIWfl  FACTOR 
^<     fiOwAS  PERHAPS  A  CONSIDERATION 
f  >yye  D  OiD  NOT  IMfLurttCE  MY  MAP.^ilAG-:  ?IA»;: 

010  YOUR  UN'JERCriAOUATE  INDEOTCO'tESS  U.^UCNCC  YoV 
&hO  YOUR  Cf>C»U:e  IN  PLANflfNO  FOR  A  FAMILY? 
7   A  □  OtriftlTELY  INFLU'INTIAL 
1*%   OCwAi  PERHAPS  A  CONSIDERATION 

t3  &IP  iJOT  Affect  f/mily  planmnc  on£  m*y  Oi 


1*5,  0I&  YCuri  SPOUSn  INCUft  ANY  EDUCATIONAL  OEdf  TOR 
UNOCACRAOUAIE  SlUOY* 

2^^nohc  at  all        /  cD  J2|001  TO  53, oca 

"Tfttnup  TO  swo      ^  FaJi,ooi  TO  h,ouo 

7  cDJ  !01  to  Jt,COO  0  CDJSCOI  to  <0,C00 


Pace  3 


*f  ST  copy 


ERIC 


BEST  COW  AVAIUBU 


cO  JOINT  IWOHC 


IP  YOU  HAVe  OHIlOftCNi  PUASC  .triOICAK  iHEIft 


Mts  OllAitA.  Thank  yoii  voi'y  much.  The  study  that  you  included  in 
your  stfttemenfc  1  find  to  be  very  intoi'cisting.  You  conducted  the  study  ? 
.  Mt\  ToMUAtrtin.  Yes. 

Mr.  O^Iaua.  Do  you  (^on^iidoi•  you  got  a  good  sample  ? 

Mr.  ToMiutroH.  It  a  viable  sample,  a  nationwide,  sample  tliat  is 
represontativo  of  all  types  ol  institutionsj  both  by  giy.e  aiul  by  type  and 
•control.  It  has  been  tested  statistically. 

Mr.  O^Hama.  The  respondents  wereself-selected)  though?  Not  every- 
body responded  ? 

Mr*  ToMtiAt/on.  That  is  true.  Although^  for  studies  of  this  kind,  the 
response  rate  was  extremely  good»  not  because  1  did  it  but  because  it 
went  out  under  tTSOE^s  letteriicad  and  covering  letter  and  so  on. 
.  Mr*  O^Haba*  "Were  there  any  types  of  institution.**,  for  instance,  that 
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fnilecl  to  resjjoncl  in  proporticn  ?  In  other  words,  when  your  sample 
canie  back,  did  it  end  up  with  all  the  same  kind  of  proportions? 

Mr.  ToMBAUoJi.  No;  wo  tested  not  onlv  the  original  sample  but  also 
the  i-espondents  with  respect  to  several  characteristics,  We  had  schools 
not  participating  for  a  variety  of  reasons,  including  one  of  the  larger 
institutions,  who  could  not  get  their  computer  to  respond  witli  tlio 
names  of  borrowers  when  we  needed  it.  It  remained  a  good  sample 
eVen  with  the  nonparticipants, 

Mr.  O'Hara.  Talking  about  repayment  performance,  wliich  a  lot  of 
people  are  talking  about,  starting  on  page  4  of  the  summary  that  you 
provided  us^  there  are  several  interesting  observations  there,  In  your 
No.  14,  for  instance,  Tlie  percentage  of  tliosc  paying  on  scliedulo 
and  prepaying  decreases  as  tlie  amount  of  the  ND8L  loan  increases." 
And  tlien  tile  delinquency  rate  remains  fairly  constant  *  * 
until  NDSL  borrowing  exceeds  $3,000  *  * 

^  Mr.  ToMHAUoit.  That  is  really  an  extension  of  the  lirst  statement. 
The  dift'erences  are  not  great;  they  are  very  small  even  tliough  it  is 
constant, 

Mr.  O'Haiia.  Then  from  three  to  six  you  have  a  i'airly  constant 
delinquency  rate,  but  then  you  take  another  jump  when  the  total 
amount  borrowed  exceeds  $6,000. 

Mr.  ToMBAtTOJi.  The  reference  to  the  $6,000  is  when  the  student  has 
more  than  one  loan.  The  $3,000  Was  just  NDSL.  He  was  all  right  on 
NDSL  until  he  gets  to  $3,000.  He  is  all  right  on  NDSL  ttiid  some 
other  loan  until  he  gets  to  $6,000.  Once  he  passes  that  point,  he  has 
difficulty. 

Mr.  O'Haiia.  I  have  som"e  reservations  about  the  ceilings  yon  suggest 
on  page  11  of  your  testimony.  I  recognize  tliat  they  are  lower  than 
the  combined  ceilings  are  today,  but  I  am  concerned  that  they  still  may 
bo  too  high. 

Mr.  ToMnAuott.  I  share  that  concern  personally,  although  I  think 
that  those  levels  are  reached  fairly  infrequently  by  borrowers.  The 
average  loan,  for  example,  is  substantially  less  than  that.  Those 
l)ot' fottHM's  that  get  to  those  points  are  the  exceptions. 
^  Tlioi'c  are  some  legitimate  cases,  j>articula.rly  with  professional  train- 
ing, where  that  extent  of  l)orrowing  seenis  to  be  necessary.  In  fact, 
t  suspect  that  some  of  the  professional  schools  may  raise'  an  outcry 
at  the  ceilings  pi'oposed  in  our  testimony. 

Uv,  O'ITaiia.  Miiyt)e  we  ought  to  consider  separate  kinds  of  ceilings 
for  pnrticuliif  kinds  of  professional  schools,  something  of  that  nature,  a 
little  more  discrete  ceilnig  system  that  imposes  different  ceilings  on 
dirt'et'ont  kinds  of  institutions,  and  so  forth. 

Afr.  ToMHArort.  Yes,sir. 

Mr.  O'ITaiia.  Further  with  respect  to  repayment  performance,  I  am 
very  interested  in  No.  16  thiit  "tliose  borrowers  who  fail  to  finish 
4  vears  pay  on  scliedulo  n«  well  as  those  who  complete,  but  their 
delinquency  rate  is  higher  due  to  tlie  limited  opportunity  for  dcfer- 
mont  and  cancellation." 

Mr.  ToitHAt'otr.  For  the  nongradimte,  are  not  able  to  defer  loans  for 
going  on  to  graduate  work  and  for  teaching,  so  the  loans  become  due 
more  readily  for  those  people.  So  they  do  have  glightly  higher  delin- 
qttency  rates  in  lai'ge  part  because  of  that.  Yoit  have  just  as  many 
people  who  pay  on  time. 
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Mv.  O'Haua.  No,  17  is  also  intei-esting.  Tlie  more  negative  theiv 
attitude  is  about  Uie  idea  of  borrowing,  the  .more  apt  they  are  to  repay 
the  loan?  ,  .  ,  , 

Mr.  ToMBAUOH.  I  guess  because  they  want  to  get  it  off  .their  back, 

Ml'.  O'Haka.  I  can  understand  why  the  others  nave  a  more  positive 
attitude  toward  it.  They  have  in  the  bock  of  their  minds  the  idea  that 
they  might  not  repay  it.  You  do  get  a  more  positive  attitude  from  those. 

Mr.  ToMBAUGH,  I  brought  this  study  out  of  the  files  after  hearing 
your  questions  yesterday. 

Mr.  0'Hau.\.  It  is  ve^  helpful  in  terms  of  my  questions. 

Mr.  ToMBAUOH.  It  was  introduced,  I  guess,  about  3  years  ago  to  Mrs. 
Green  and  her  subcommittee  when  they  were  considering  the  lO-per- 
cent  teacher  cancellation.  I  suspect  it  had  some  influence  in  their  de« 
ciding  that  the  10-percent  cancellation  could  go  by  the  boards  because 
of  the  evidence  here  that  cancellation  doesn't  affect  choice  at  all,  but 
they  weren't  able  to  get  rid  of  the  16-percent  cancellati  jn  or  the  mili- 
tary cancellation  for  political  reasons.  We  are  still  hopeful. 

Mr,  O'Haua.  Are  any  of  you  representing  institutions  thati  are  par- . 
ticipating  as  lenders  in  the  federally  insured  loan  program  ?  \ 

Mr,  R.  HAnuisoN.  We  do  not.  The  reason  We  did  not  participate  in 
that  program  is  that  we  felt  that  the  program  was  designed  to  Use 
private  capital  and  that,  with  our  State  loan  commission,  we  felt  that 
the  responsibility  should  rest  with  the  student  loan  commission  and 
private  capital  continue  to  serve  that  segment  of  the  student  population 
and  that  we  would,  in  effect,  continue  through  our  own  loan  program 
which  we  have  been  operating  since  1927,  through  either  our  own 
capital  or  through  Federal  capital,  to  serve  a  different  kind  of  segment 
of  the  population. 

Mr,  ToMBAtroH,  While  I  was  at  Purdue,  we  did  participate  as  a 
direct  lender,  as  a  lender  of  last  resort,  where  all  other  institutional 
resources  were  eschausted  and  where  the  student  was  not  able  to  get  a 
guaranteed  loan  from  his  hometown  bank. 

You  heard  Mr.  Brademas  suggest  yesterday  that  Indiana  had  not 
always  participated  in  the  program  as  he  would  like  to  see.  That  is  the 
case.  We  did  see  it  used  as  a  lender  of  last  resort,  which  has  some  im- 
plications in  terms  of  the  repayment  performance  that  can  be  expected. 

Many  institutions  who  are  lenders  are  lenders  of  last  resort.  As  a 
result,  they  do  experience  more  difficulty  in  collections  than  they  do 
with  other  loan  programs  or  with  the  banW  experience  with  them. 

Mr,  O'Haka.  iou  talk  about  consolidation«|Of  course,  one  way  to 
consolidate  is  to  adopt  a  number  of  suggestions  or  adopt  whatever 
changes  seem  to  be  indicated  that  Avould  make  it  more  attractive  for 
institutions  to  become  lenders  under  the  federally  insured  program  and 
make  it  easier  for  them  to  obtain  the  capital  they  want  from  private 
Sources  and  let  them  be  lenders  under  the  federally  insured  program 
rather  than  under  the  NDSL. 

Mr.  TiiiiBAUOM,  It  would  enable  them  to  kefep  the  students  on  the 
same  loan  program  throughout  their  duration  of  time  at  that  institu- 
tion anyway.  It  is  compounded  by  the  fact  that  we  have  so  much  move- 
ment between  institutions  as  well  as  within  the  same  institution,  which 
presents  some  further  complications.  That  would  be  one  way  to  do  that. 

Mr.  O'HAttA.  One  of  the  changes  that  we  made  in  the  law  in  the 
NDSL  had  to  do  with  removing  from  the  NDSSj  the  criterion  of  aott« 
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demio  promise  or  performance  or  whatever,  and  you  gentlemen  were 
involved  in  operating  programs  before  and  after  the  removal  of  that 
criterion.  I  wonder  it  you  nave  any  reactions  to  the  effect  of  removing 
that  criterion.  . 

Mr.  R,  HAitRisoN".  I  think  ouv  feeling  in  recommending  that  it  be 
eliminated  is  that  if  the  aid  ofticer  were  making  the  decision  who 
would  or  would  not  receive  the  loan,,  in  effect  he  was  acting,  in  a  way, 
as  an  academic  officer  dismissing  the  student.  In  effect,  we  felt  it  was 
not  the  position  of  the  aid  officer  to  determine  whether  or  not  that 
student  snould  remain  at  the  institution, 

So  we  felt  very  strongly  that  as  long  as  the  institution  felt  that 
that  student  should  be  aWe  to  continue  to  enroll,  that  aid  should  be 
made  available  to  him,  and  we  have  not  seen  any  impact  as  far  as 
increasing  delinquency  as  a  result  of  that  decision. 

Mr.  ToMBAuoH.  In  fact,  the  ability  to  keep  them  in  school  and  work 
with  them  and  get  their  academic  standing  back  may  well  enhance 
the  coUectability  of  the  loan  when  they  get  finished.  Sometimes  you 
get  to  the  point  where  you  already  have  an  amount  invested  and  the 
only  way  to  recoup  that  investment  is  to  keep  them  going. 

Mr.  O'Hara.  I  am  interested  in  how  your  profession  in  general 
makes  the  determination  of  priorities.  In  our  review  of  the  college 
work-studv  progi-am,  we  found  panel-approved  work-study  jobs  far 
exceeded  the  number  that  were  eventually  funded. 

You  have  indicated  in  your  testimony  today  that  the  approved 
amounts  for  NDSL  appropriations  run  in  the  neighborhood  of  $600 
million  and  the  amount  that  is  actually  provided  is  

Mr.  ToMBAtrait.  293. 

Mr.  CHaiia,  a  little  bit  less  than  half.  So,  obviously,  you  are  m  a 
position  or  you  seem  to  be  in  a  position  of  having  more  applicants 
for  nssistarice  in  these  packaged  assistance  programs  than  you  have 
funds  to  assist.  .  . 

How  do  you  decide,  under  those  circumstanccSj  whom  yoii  are  gomg 
to  assist  and  how  much?  How  do  you  distribute  the  inadequate 
amounts  of  help  ? 

Mr.  R.  Haurison.  I  think  one  example  might  be  from  the  statistics 
1  showed  you  in  which  I  referred  to  one,  a  concern  we  had  about 
support  to  the  average  graduate  student,  yet  indicated  only  130  out 
of  3,999  borrowers  were  graduate  students. 

The  problem  we  were  faced  with  was  inadequate  resources  and  we 
had  to  make  priority  choices.  We  felt  even  though  there  were  legiti- 
mate needs  by  large  numbers  of  grnduate  students  not  being  served, 
that  they  might  have  better  access  to  loans  through  the  guaranteed 
loan  program  than  would  undergraduates,  especially  undergraduates 
who  might  be  minority  students  from  low-mcome  families.  In  partic- . 
ular  in  the  national  defense  loans,  our  statistics  show  the  way  in 
which  we  felt  that  limited  money  ought  to  be  used.^  . . 

Mr.  O'Hara.  Why  don't  we  go  through  that  a  little  bit.  First  off, 
you  preferred  Utidergraduates  to  graduates,  is  that  right? 

Mr.  R.  Harrison.  That  is  correct.  We  preferred  low-income  to 
medium-income,  tn  other  words,  in  our  priorities,  we,  in  effect,  tar- 
geted the  money  for  the  low-income  students  and,  in  effect,  had 
large  number  of  graduate  students,  independent  students,  et  cetera, 
who  qualified  by  every  sense  of  eligibility.  We  simply  said  to  them 
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wo  had  to  establish  our  own  priorities  and  tliis  is,  in  effect,  where  we 
put  our  funds. 

Now,  even  tliough  tlie  law  also  allows  us  to  suppoit  hnlf-time  stu- 
dents, again  we  "prioritize"  the  use  of  full  time.  In  our  particular  fund- 
ing this  year,  we  received  57.64  percent  of  our  panel-approved  requests, 
$2.4  niillion  out  of  a  request  of  $4.1  million.  In  other  words,  again  this 
>;ear  we  will  have  to  establish  i^rioritios  and,*I  would  assume,  will  con- 
tuiue  with  the  same  kind  of  idea  of  looking  at  which  students  are 
most  likely  to  get  the  guaranteed  loans  and  then,  in  effect,  using  the 
national  direct  student  loans  for  those  other  students,  prinuirily  low- 
income,  higher-need  undergraduates. 

Mr.  ToMBAuoH.  Herm  would  like  to  speak  to  this  from  a  conununitv- 
coUege  point  of  view.  ' 

STATEMENT  OF  HERM  DAVIS,  DIRECTOR  OF  riKANCIAI.  AID  AT 
MONTGOMERY  COLLEGE,  ROCKVILLE,  MD.,  AND  PRESIDENT  OF 
THE  DELAWARE-DISTRICT  OP  COLUMBIA-MARYLAND  ASSOCIA- 
TION  OP  STUDENT  FINANCIAL  AID  ADMINISTRATORS 

Mr.  Davis.  Mr.  Q'Hara,  as  you  recall,  you  spoke  to  our  association 
and  afterward  we  were  speaking  about  the  problems  of  the  conmumity 
college  center. 

I  am  sure  you  gentlemen  reali/.e~and  I  speak  for  the  community 
college— in  essence,  our  students  in  the  main  are  not  eligible  for  the 
guaranteed  student  loan  program  l)ecause  of  the  built-in  discrimina- 
tion factors.  . 

In  reference  to  packaging,  again  because  of  the  low  appropriations 
to  our  community  colleges,  the  low-income  students  will  be  discrimin- 
ated against  for  several  yeai-s.  Priorities  go  to  continuing  students  up 
to  a  certain  deadline.  From  that  jjoint  on,  continuing  or  not,  they  go 
back  in  and  are  treated  as  an  initial  student  on  an'  enrolling  basis, 
which  means  first  come,  first  served  in  the  community  college  because 
of  the  open-door  accessibility. 

With  that  in  mind,  low-income  students  from  inner  cities  do  not 
necessaril^y  have  a  good  track  record  of  always  applying  on  time  or 
early,  which  means  the  students  who  are  coming  from  families  who  are 
conditioned  to  filling  out  forms  a  year  or  6  months  in  advance  by  na- 
ture will  got  the  first  dollar.  So  we  do  have  a  problem,  we  do  have  a 
conflict. 

Mr.  O'Haha.  Do  you  have  any  "first  come,  first  served-'? 

Mr.  R.  Ha«iusos'.  What  we  have  tried  to  do  is  first  of  all  arrange  a 
packaging  procedure  which  would  take  place  in  the  spring  and  sum- 
mer for  those  students  who  apply  on  one  application  for  all  of  our 
program,  and  then  keep  applications  open  during  the  remainder  of 
the  year. 

Wo  dp  have  special  minority  programs  with  students  identified 
ahead  of  time  and  try  to  set  funds  aside  and  make  sure  those  arc  met. 

But  we  do  have  students  who  would  be  coming  in,  being  admitted 
in  odd  quarters,  in  other  words,  entering  in  the  spring  or  summer,  and 
we  have  a  very  difHculfc  time  trying  to  serve  those  particular  needs 
even  though  they  are  very  legitimate, 

Mr,  O'Haha.  Do  you  have  any  preference  for  previous—— 
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Mr,  R,  Haiuuson,  Not  rtnilly.  I  think  the  thing  that  we  have  clnvc 
to  try  to  serve  both  areas  is  to  reduce  the  itmxinium  we  would  allow. 
In  other  words,  even  though  the  Jrtw  would  allow  a  certain  level,  we 
would  arbitrarily  set  a  lower  maximum  and  then  encourage  students 
through  work  programs,  et  cetera,  to  reduce  the  borrowing  and  spread 
the  dollars  further. 

It  is  always  a  difficult  decision  on  which  way  do  you  go :  Do  you 
servo  all  the  needs  of  a  smaller  group  or  serve  lesser  needs  of  a  larger 
group?  This  is  a  probleni  we  face  every  year. 

Mr,  To^iBAUGH.  This  is  the  other  rationing  device  I  was  going  to 
mention,  that  is,  simply  not  providing  as  much  resources  as  the  stu** 
dent  really  needs  and  making  him  scrape  to  get  by,  trying  to  get 
enough  of  his  package  filled  that  he  will  still  come,  and  yet  the  mini- 
mal level  that  he  coukl  possibly  get  by  with, 

Mr,  O^Haua,  Mr,  Harrison,  when  you  say  you  give  preference  to 
low  income  over  what,  moderate  income?  Grive  me  some  notions  of 
figures.  . 

Ml'.  K.  Haiuusox,  We  would  hold  those  over  $12,000  off.  In  other 
words,  in  our  packaging  techniques  we  would  set  priorities  of  the 
kinds  of  students  we  would  ineet  until  we  see  what  money  was  ex- 
pended. After  we  had  some  idea  of  the  needs  of  those  particular 
groups,  we  might  increase  them  to  a  little  higher  income  range,  as  we 
see  what  our  expenditure  pattern  is. 

In  other  words,  we  would  establish  a  ceiling,  for  example,  of  $12,000 
or  less  and  we  would  see  what  our  real  neecls  were,  projected  for  the 
whole  year,  to  serve  those  students.  If  we  felt  we  could  adequately 
serve  those  as  a  result  of  expansion  of  the  State  grant  program  this 
year  and  Federal  grant  program,  we  would  then  move  up  the  income 
range. 

It  is  not  an  arbitrary  cutoff.  It  is  based  a  little  on  supply  and  de- 
mand^ and  especially  availability  of  other  resources. 

Mr.  O^Haka.  As  between  those  having  under  $12,000 — ^ 

Mr.  K.  HAimisox.  In  effect,  what  we  have  tried  to  do  is  set  a  ceiling 
based  on  the  experienced  numbers  oi^  applicants  we  would  anticipate, 
and  deal  with  all  those  students  as  a  single  group. 

•Mr.  OIIaha*  Do  yon  prefer  minority  group  applicants  over  others? 

Mr.  H.  IlAKUtsoK.  Not  really,  except  we  do  ha\'e  special  programs 
in  which  we  gttarantee  minority  students  adequate  support,  and  in 
those  programs  we  usually  have  a  package  of  three-fourths  gift  aid  and 
one-fourtli  sel^help,  which  would  be  a  combination  of  loan  or  job. 

So  we  try  to  keep  the  self-help  to  a  minimum,  l^ut  we  feel  very 
strongly  it  should  be  included.  We,  by  and  large,  let  the  students  nutke 
the  clecision  whether  they  prefer  to  borrow  or  w*ork.  In  some  cases 
tlie  work  requirement  woultl  be  such  that  we  would  think  for  flrst-y<^^tr 
students  it  might  be  excessive.  Therefoi'e,  we  would  put  the  two 
together. 

Mr.  (VHAtiA.  That  last  that  you  described,  is  that  just  a  particulai 
minority  group  program  ? 

Mr.  R.  llAimisoN.  Yes;  we  have  a  program  that  we  call  freshman 
fomulation. 

Mr,  O^Hara.  Why  don*t  you  des(?ribe  that. 

Mr,  K.  IlAimtsoN*.  We  try  to  identify  approximately  400  students— 
these  are  ideiitifled  through  contacts  made  by  your  admissions  and 
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minoi'ity  staff  through  tho  high  schools  in  Ohio,  As  a  State  university, 
we  focus  our  efforts  on  Ohio  students.  We  are  trying  to  identify  those 
students  who  may.  through  no  fault  of  their  own,  not  have  done  as 
well  in  high  school  as  they  might  have  but  through  supportive  serv- 
ices in  college  may  be  able  to  succeed  and  do  well. 

We  therefore  make  a  commitment  each  year,  and  this  year  is  our 
fourth  year  in  this  particular  program,  to  bring  in  at  least  400  stu- 
dents. These  would  include  primarily  minority,  most  black,  some 
Appalachian  poor  white,  some  Chicano,  et  cetera. 

These  students  then  are  immediately  put  into  our  developmental 
educational  program,  in  which  their  particular  educational  and  social 
needs  are  identified  and  given  whatever  supportive  services,  whether 
it  be  pure  counseling,  whether  it  be  special  tutorial  work,  et  cetera. 

So  it  is  an  identification  process  starting  right  back  with  the  high 
school  counselor  who  helps  us  identify  these  students  to  be  guaranteed 
support  through  the  number  of  years  it  would  take  to  get  a  bacca- 
laureate degree,  as  long  as  they  maintain  good  standing. 

So  it  is  a  combination  effoii  of  financial  aid,  supportive  services, 
counseling  service,  et  cetera. 

Mr.  O'Haha.  What  is  the  current  cost  of  attendance  at  your 

institution?  ,     ,  ,    i  . 

Mr.  R.  HAnmsoN.  The  total  cost,  including  room,  board,  books,  tui- 
tion, incidentals,  will  be  $2,800.  The  average  financial  aid  to  these 
students  is  about  $1,800. 

Mr.  O'Haiia.  Of  which  one-quarter;  

Mr.  R.HAimtsoN.  Is  either  loan  or  job.  .  . 

Mr.  O'Haha.  It  is  getting  on  to  the  time  when  the  House  is  going 
into  session  to  read  for  amendment  a  bill  from  this  committee.  I  think 
this  will  probably  be  a  good  time  for  us  to  adjourn. 

I  want  to  thank  you  gentlemen  for  appearing  befoi*e  us  today. 

Mr.  R.  Haiuiison.  it  IS  our  pleasui-e. 

Mr.  O'Haua.  Our  next  hearing  is  tomorrow  morning  at  9:30  in 

this  room.  .  •  , .     ,  . 

The  special  subcommittee  will  now  stand  in  adjournment. 

[Whereupon,  at  11  s55  a.m.  the  special  subcommittee  adjourned,  to 
reconvene  at  9 :80  a.m.,  Thursday,  May  30, 1974.] 


WoROEsi'Kft,  Mass.,  Jutif  IS,  lOU, 

Congresswati  James  0.  O'Maha,  .     ^        „      «^    «  i.*,  ^ 

Chairman,  OommUke  m  Educatton  and  Lahor,  Oanmn  Mouse  OffUse  BuUalnff, 

Dkab  CoNottEssMAN  0'HA«a:  Worcester  County  Institution  for  Savings  Bank 
of  Worcestef,  Mass.,  has  guamtiteed  Mark  Pearson  a  sum  of  .?1,500  in  August 
for  Ills  sophomore  year  at  St,  Michael's  College  in  Winooski  Vt.,  05404. 

I  must  inform  you  and  your  committee  of  the  success  in  labor  and  the  satis* 
faction  to  a  81-year-old  parent  In  the  middle-income  group.  True,  it's  a  loan 
but  I  never  received  haiidouts  and  am  extremely  willing  to  see  the  flnal  bill 
paid,  and,  with  honor.  ^  . 

Somehow  the  flag  has  richer  color!  ^ 

Were  your  hearings  of  late  May  and  early  June  ever  published  and  maae. 
available  to  the  public? 

If  so,  a  copy  will  be  appreciated.^ 

Please  accept  my  sincere,  "Thank  you." 
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STUDENT  FINANCIAL  ASSISTANCE 
(Student  Loan  Programs) 


THURSDAY,  MAY  80,  1974 

House  or  Repuesentatives, 
Special  SuBCOMMirrEE  on  Education, 

'  COMMIirTEB  ON  EdUOAWON  AND  LABOR, 

The  subcommittee  met  at  9:30  a.m.,  {jursuant  to  recess,  in  room 
2207,  Rayburn  House  Office  Building,  Hon.  James  G.  O'Hara  [cliair- 
man]  presiding.  ^-  , 

Present :  Representatives  O'Hara,  Dellenback,  and  Erlenborn. 

Mr.  D'Haua.  The  Special  Subcommittee  on  Education  will  come 

toorder,  ,     .        . ,         .      ^.  , 

Today  we  will  continue  our  hearings  with  respect  to  Title  IV : 
Student  Assistance  Program.  The  focus  today  will  be  on  loan 
programs.  ,  . 

Our  first  witness  is  Kalman  A,  Lifson,  chairman  of  Lifsoii,  Wilson, 
Ferguson  &  Winick,  Inc.,  a  general  management  consulting  firm,  the 
largest  headquartered  in  the  South  and  Southwest.  He  is  also  presi- 
dent of  Electronic  Management  Information  Systems,  Inc.,  which  li- 
censes banks  to  ttse  proprietary  computerized  management  control 
systems}  and  chairman  of  COoAR,  Inc.,  wliich  manufactures  elec- 
tronic products.  ,       ,      ,  , 

Mr.  Lifson  will  testify  this  morning  on  the  study  and  recommenda- 
■  tlons  made  to  the  Office  of  Education  by  the  Young  Presidents'  Orga- 
nis4ation,of  whichheisamember.  , 

The  Young  Presidents'  Organization  is  a  group  of  businessmen 
from  various  segments  of  the  economy,  all  of  whom  have  become  presl- 
,    dents  of  their  respective  ftrms  before  reaching  the  age  of  40. 

Commissioner  Ottina  requested  YPO  to  examine  the  guaranteed 
loan  program  and  to  make  what  recommendations  they  felt  appro- 
priate for  its  improvement. 

It  is  my  understanding  that  the  YPO  report  has  not  been  adopted 
or  endorsed  by  the  Office  of  Education  or  by  the  Commissioner.  Never- 
theless the  credentials  of  the  men  who  put  it  together  with  the  imag- 
inative and  constructive  content  of  the  report— coj]ies  of  which  have 
been  made  available  to  us— gives  it  an  appropriate  place  on  our 
agenda. 

Mr.  Lifson,  If  you  would  please  take  a  place  at  the  witness  table 
We  will  be  very  happy  to  hear  from  you. 
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3IATEMEK!C  OF  K.  A.  LI7S0N,  YOVNO  PKESIDENTS'  ORGANIZATION 

Mr.  LiFsoN.  Thank  you. 

It  certainly  is  an  honor  to  be  here  and  we  would  be  very  gratified 
if  the  work  that  the  YPO  team  put  into  this  study  will  be  of  use  to  you. 

The  study  was  done  as  one  of  the  leadership  activity  committee 
activities  with  YPO.  The  leadership  activity  committee  is  a  way  to 
provide  an  opportunity  for  tha  iiufividual  YPO  member  to  use  his 
time  and  talents  for  the  benefit  of  the  community. 

That  is  what  we  hoped  we  were  doing  when  we  conducted  tliis 
study. 

YPO  is  able  to  draw  on  those  members  with  some  special  knowl- 
edge of  the  situations  that  they  are  addressing  and  in  this  case  those 
were  two  bank  presidents,  one  from  a  large  bank  and  one  from  a  snmll 
bank,  and  two  presidents  of  educational  institutions,  both  of  whom 
are  oraoei's  in  the  associations  for  that  type  of^  scliool,  and  two  men 
very  knowledgeable  about  student  activities. 

The  views  that  I  will  relate  today  of  the  team  members  and  the 
views  that  are  expressed  in  the  reiwrt  should  be  considered  as  their 
individual  views  rather  than  that  there  is  any  ngreement  among 
YPO's  that  we  are  representing  YPO  in  the  repo;  \. 

The  report  is  the  views  of  us  as  individuals  who  gathered  togetiier 
and  only  two  of  us  ever  met  each  other  before  we  were  on  this  team 
assigimicnt.  I  want  to  make  sure  that  this  disclaimer  gets  into  the 
record. 

The  charge  by  Commissioner  Ottina  was  threefold.  He  wanted  our 
opinion  of  the  views  on  what  he  called  the  external  world :  The  schools, 
the  lending  institutions  and  the  students.  We  wanted  us  to  discern 
trom  examining  these  views  that  we  felt  the  problems,  the  malfunc- 
tions ot  the  program  were,  and  third,  to  recommend  solutions  ad- 
dressinj![  these  problems. 

1  ^"  '^^  Washington  and  were  briefed  by  members  of 

the  Office  of  Education's  staff  and  then  we  set  about  to  interview  those 
people  who?n  we  had  a  special  knowledge  about  such  as  bank  presi- 
dents, bank  loan  administrators,  college  presidents,  trade  school  presi- 
dents, the  htmncial  officers,  people  sort  of  intermingled  in  the  institn- 
tions  that  deal  with  the  guaranteed  student  loan  program. 

We  then  inet  again  several  times  to  relate  to  each  other  our  findings 
and  sometimes  tlie  staff  of  the  Office  of  Education  participated  in 
these  meetings. 

First,  I  o[ifx\\t  to  say  we  did  not  directly  interview  any  students, 
so  that  our  vunvs  of  the  students  are  really  those  reported  by  the 
schools  and  the  lending  bistitutions. 

Wo  did  not  investijjate  thr  internal  operations  of  the  Office  of  Edu- 
cation. We  did  not  discuss  any  of  the  functionings  of  the  State  mm- 
ciGS,  and  in  terms  of  lending  institutions  we  did  not  talk  with  savings 
and  loans  or  credit  unions  or  any  others  kAcmt  banks. 

Our  study  was  limited  in  that  way. 

Naturally,  our  study  was  limited  in  time  and  it  might  bo  well  to 
cotisidof  that  much  ot  what  k  reported  is  based  oti  the  background 
and  special  knowledge  of  the  individuals. 

Wg  rerjorted  the  views  of  the  three  parts  of  what  Dr.  Ottina  refer- 
red  to  as  the  external  views  in  the  report  and  they  really  are  very 
candidly  eloquently  stated,  often  with  rather  pithy  e.i4pre8sion8. 1  thinlc 
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tlmt  the  quotes  in  the  report  tidd  a  great  deal  more  than  I  can  report 
in  tliis  summary  this  morning. 

We  considered  these  three  views,  that  is,  of  the  schools,  leudmg  in- 
stitutions and  the  students  in  dissecting  the  problems  as  we  saw  tliem 
into  six  areas. 

Those  areas  are.,  first  of  all,  the  collection  of  the  present  debt,  which 
we  feel  must  be  treated  differently  from  collection  of  future  debt. 

Tlie  intended  target  and  actual  target  and  the  need  for  the  program 
is  the  second  problem. 

The  collection  of  the  future  debt  is  the  third  problem* 

The  availability  of  funds  is  a  fourth  problem. 

The  manner  of  administering  the  problem  is  a  fifth  problem.  Wliat 
we  referred  to  as  the  straining  of  integrity  of  the  Government,  the 
schools,  the  lending  institutions  and  the  students  is  a  very  serious 
sixth  problem. 

These  pi  oblems  are  all  interrelated.  Each  recommendation  is 
nuiinly  focused  on  one  of  the  six,  but  each  certainly  has  byproduct 
efiects  on  the  other  related  problems. 

I  will  proceed  in  any  way^  that  you  want  to.  What  I  had  intended 
to  do  was  to  give  an  overview,  a  few  words  about  each  of  the' six 
problems.  I  can  then  jfj^o  into  depth  in  any  one  of  the  problem  aveas 
or  I  can  give  an  overview  of  our  recommendations. 

Mr*  OtIara.  Vv'ell,  T  think,  Mr.  Lifson,  perhaps  the  best  way  to 
liandle  it  would  be  if  you  give  us  a  brief  overview  of  the  problems 
and  your  major  recommendations  in  each  of  the  six  areas.  Then  I  will 
oi)en  up  the  matter  for  questions  and  members  of  the  committee  might 
wish  to  draw  you  out  on  a  particular  aspect  of  what  you  say. 

Mr.  Dt)Li.ENiiACK.  Mr.  Chairman,  may  I  ask  a  question  at  this  stage? 
Do  we  have  in  the  prepai-ed  task  force  report  before  us  a  summary  of 
problems  and  reconunendutions? 

Is  there  any  place  in  this  report  that  details  these  six  areas  to  which 
you  now  refer,  Mr.  Lifson  ? 

Mr.  Lifson*  Yes. 

Mr.  Di^iLLBiNBAcK.  Are  they  outlined  hei'e? 

Mi\  Lil^'SoN.  Yes;  they  are  in  the  table  of  contents,  the  six  problem 
areas  are  under  the  "Team  Views.*^  The  i*epoit  is  organ^^ed  the  way 
that  Commissioner  Ottina  asked  us  to  do  it. 

First,  we  reported  back  the  views  of  the  external  world  and  then 
We  reported  back  the  team  views  on  the  six  problems,  ihteiiningling 
our  recommendations  along  with  the.  problems.  But  on  the  second 
page  of  the  table  of 'contents,  IX,  we  would  start  out  with  "Team 
Views  of  Collection  of  Present  Debt,*^  and  X  is  "Team  Views  on  the 
Target  and  the  Need  for  the  Program,*^  and  XI  is  "Collection  of  Fu- 
ture Debt,^*  and  cliapt6r  XII  is  "Team  Views  on  Availability  of 
Funds,^^  and  XIII  is  "Team  Views  on  Administration,^^  and  XIT  is 
"Team  Views  on  Straining  of  Integrity**^ 

Mr*  DKLLtJNHAOK*  Those  ai*e  the  six  problems? 

Mr*  Lij^soj^*  Yes* 

Mr*  DMM.ENBACK*  Thank  you  very  much,  Mr*  Chairman. 
Mr*  O^Hara.  1  might  add,  Mr*  Lifson^  you  see  one  of  our  problems 
is  we  didii^t  got  these  reports  from  the  Office  of  Education  until  this 
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morning  and  Ave  have  not  had  a  chance  to  really  thoroughly  review 
them, 

I  think  the  method  yon  suggested  is  a  good  one,  starting  off  withy 
I  guess,  in  essence,  No.  IX  of  the  table  ot  contents. 
Mr.  LiFsoN*  Yes. 

Mr.  O^Hara.  All  right,  why  don^t  you  do  that,  please. 

Mr.  LiFSox.  All  right,  the  team  views  on  the  subproblems  relative 
to  the  collection  of  the  present  indebtedness  is,  first  of  all,  there 
was  not  apparent  to  us,  in  the  Office  of  Education,  any  concept  of  a 
system  of  collecting  this  debt. 

That  may  have  been  a  lack  of  emphasis  in  the  briefing  that  was  given 
to  us,  but  it  was  signaled  by  its  absence  rather  than  anything  we  could 
criticize,  that  the  Office  of  Education  did  not  s«  em  to  have  any  concept 
as  to  how  this  debt  should  be  collected  or  any  systematized  way  of 
going  about  it.  That  is  one  of  the  problems. 

Another  problem  is  they  don't  have  enough  personnel  to  collect 
this  kuid  of  indebtedness. 

Another  sub-problem  is  they  are  not  permitted  to  use  any  outside 
help,  any  outside  collection  agencies  in  collecting  the  debt.  Thus  far, 
no  litigation  in  attempting  to  collect  the  indebtedness  has  been  used. 

Another  serious  problem  is!  In  addition  to  the  amount  of  default 
that  is  present  and  apparent,  there  is  a  substantial  amount  of  what 
we  call  ^'overhanging  ctefault,**  default  that  has  not  yet  matui^ed,  but 
which  OE  has  already  perceived. 

Then  there  is  some* overhanging  default  which  OE  has  not  perceived 
which  has  arisen  in  that  schools,  and  we  think  some  States,  have  re- 
purchased their  paper  so  as  to  show  a  spuriously  low  default  rate. 

There  is,  in  effect,  a  box  of  defaulted  paper  overhanging  a  claim  on 
the  Government.  These  are  the  problems  that  are  involvea  in  the  col- 
lection of  the  present  indebtedness. 

With  regard  to  our  recommendations,  we  first  feel  that  the  coUec-^ 
tion  of  this  debt  should  be  done  with  a  degree  of  toughness  which 
considers  that  much  of  this  indebtedness  was  incurred  by  the  student 
under  situations  that  at  least  the  ^student  could  consider  fraudulent 
or  misrepresentative  or  at  least  in  ignorance. 

That  should  not  be  true  of  the  coflection  of  the  futui^  indebtedness. 
But,  here*  we  are  in  effect  seven  fairly  hardnosed  businessmen  saying  t 
Don't  really  put  all  of  the  pressure  that  you  would  otherwise  on  the 
students  because  of  the  situation  surrounding  the  incurrence  of  the 
indebtedness. 

Second,  w<^  would  vervj  very  strongly  insist^ that  the  Government 
not  staff  up  to  collect  the  pmsent  indebtedness.  That  is  a  one-time 
workload  that,  if  vou  do  the  things  that  we,  as  well  as  other  people^ 
have  recommended  be  done  in  the  future,  this  kind  of  workload  of  col- 
lection of  default  will  not  continue. 

^  So,  at  least  for  this  one-time  shot,  OE  should  contract  with  an  out- 
side collection  agency.  .  ^ 

We  reconunend  establishing  a  deadline  for  these  overhangmg  de- 
faults, that  is,  tell  the  institutions  that  have  bought  back  their  own 
paper  either  to  submit  it  within  a  year  or  some  otlier  time  period,  or 
the  claim  on  tli^  Government  is  no  longer  valid. 

We  very  strongly  suggest  that  the  Office  of  Education  consider  that 
it  is  not  equipped  to  perform  any  collection  effoit. 
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We  say^  ^^consider  it.'^  We  say  **absolutely  contract  the  bulk  of  it 
with  outside  contractors,*^  but  you  might  consider  the  lands  of  people 
that  make  successful  collectors  and  whether  they  work  successfully 
in  a  Goveniment  atmosphere.  ^      .  y  n 

Our  studies  indicate  that  they  do  not.  Our  speculation  of  the  Orov 
ernment  atmosphere  is  such  that  the  kind  of  a  fellow  who  is  a  suc- 
cessful collector  is  not  going  to  be  found  in  the  Government. 

Next,  we  say  that  the  OE  certainly  should  systematize^  should  per- 
form some  kind  of  a  system  study  on  its  collection  effort. 

The  next  problem  area  is  the  target  and  the  need  for  the  pro- 
gram. Wo  all  agreed  that  the  program  is  needed  and  we  all  agreed 
that  the  originallegislatecl  target,  the  middle-class  student  >yho  needed 
a  loan  of  convenience,  was  certainly  appropriate.  But  we  felt  that  by 
administrative  action,  the  actual  target  had  shifted  from  the  legislated 
target  and  that  there  was  considerable  confusion  among  all  concerned, 
as  to  whether  Uie  progmm  was  designed  and  is  being  administered 
and  is  perceived  by  students  and  schools  as  a  lending  program  or  a 
disguised  grant.  This  is  evident  among  tl  .  recipients  and  adminis- 
trators and  lenders  and  schools. 

We  felt  that  the  characteristics  of  the  student  target  were  unsure 
and  were  being  changed  from  the  legislative  intent  by  admimstrative 
procedures. 

We  felt  there  was  some  question  as  to  practical  access  of  students 
to  the  program,  either  by  awai*eness  or  the  fund  availability  or  other 


.-.^  said,  but  by  what 

«  «.v..«   knowledge  among  the 

Office  of  Education's  staff  as  to  the  ultimate  amount  ot  Government 
subsidy  the  program  would  require  oi'  whether  the  program  as  pres- 
ently administered  used  the  subsidy  in  the  most  cost-effective  way. 

There  is  a  concem  among  us  that  exptmses  were  not  planned  and 
the  amount  of  money  just  sort  of  happened. 

We  felt  that  a  very  serious  shift  in  what  we  call  the  institutional 
target  had  occurred,  that  the  program  was  moving  enrollments  from 
small  colleges  to  large  universities,  from  financially  weak  institutions 
to  financially  stronger  institutions,  from  small  independently  owned 
proprietary  schools  to  those  proprietary  schools  thar.  were  a  subsid- 
iary of  a  large  corporation  or  had  very  strong  banking  connections. 

AVe  felt  that  this  was  not  what  was  supposed  to  happen  either  legis- 
latively or  in  line  with  other  public  policies. 

AVe  felt  that  the  goals  of  the  Office  of  Education's  staff  were  not 
stated  in  an  appropriate  way,  that  their  goals  seemed  to  be  loan  volume 
rather  than  education  enhanced. 

Many  of  the  other  solutions  that  are  listed  deal  with  denning  the 
target  'but,  in  substance,  I  think  we  say  that  the  target  ought  to  be 
legislated  and  then  not  changed  by  administrative  action. 
Mr.  O'^vIara.  Hear,  Hear !  , .  , 

Mr.  Lif  SON.  Well,  you  see,  we  have  the  advantage  of  making  these 
recommendations  in  complete  naivete. 

Mr.  O'Hara.  If  we  can  find  a  way  to  do  that,  we  Would  have  found 
a  key  to  one  of  ouf  great  problems. 

Mr.  LmoK.  Well,  we  think  that  both  the  administrative  action  and 
the  legislation  would  be  helped  by  any  information  about  the  ultimate 
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sis^e  of  tlie  market.  Wo  would  say  the  market  could  be  defined  as  under- 
education  caused  by  financial  strains. 

We  would  like  to  see  the  market  share,  and  again  we  are  thinking  in 
businessmen's  terms  here,  that  is  presently  served  by  the  GSLP  proj- 
ect. We  would  like  to  see  awareness  and  pei-ception  of  the  product  in 
the  mai'ket  and  some  kind  of  analog  to  a  price-volume  i^elationship. 

I  .find  jt  difficult  to  express  this  verbally  or  in  the  report,  but  we 
felt  that  the  Government  has  a  certain  more  or  less  fixed  amount  of 
money  to  spend  on  educational  loans  and  that  that  money  presently  is 
being  spent  really  in  three  ways :  Some  of  it  is  being  spent  in  ad- 
ministering the  progi'am.  Some  of  it  is  being  spent  on  interest  sub- 
sidies, either  the  full  subsidized  interest,  or  the  amount  that  the  Gov- 
ernment makes  up  over  and  above  what  the  student  pays  (the  special 
allowance)  and  some  of  it  is  being  paid  on  defaults. 

We  feel  that  consideration  of  how  to  distribute  thai  sum  of  money 
has  really  not  been  bancd  on  very  much  information.  We  think  that  if 
the  study  were  mude  the  result  would  be  to  spend  less  on  the  default, 
probably  more  on  the  administration  and  less  on  the  interest  subsidy 
tlie  Govenunent  has  to  pay* 

But  the  people  in  the  Office  of  Education  did  not  seem  to  have  any 
concept  of  that  kind  of  thinking*  That  is  what  I  mean  by  defining  the 
target  and  legislating  the  funds  to  serve  that  target. 

Our  other  recommendations  that  bear  on  that  particular  problem 
are  to  consolidate  programs j  one  loan  program  and  one  grant  program* 

A  recommendation  that  is  really  more  aimed  at  correcting  the  de- 
fault situation  is  to  eliminate  interest-subsidiJ^ed  loans.  If  the  individ- 
ual is  from  a  middle-^class  family  and  needs  a  loan  of  convenience,  lend 
him  the  money.  If  he  is  not  able  to  pay  the  interest,  make  that  a  grant, 
but  have  one  loan  program  and  one  grant  program.  T)on%  confuse 
them. 

Eliminate  the  needs  analysis  for  the  loan  progi^am.  I  think  that  has 
been  substantially  done  already* 

Prevent  the  schools  from  being  lenders,  either  directly  or  indirectly. 
That  would  help  to  correct  this  shift  of  institutional  target  by  spread- 
ing the  support  out  to  all  instituions,  making  the  loan  what  they  call 
portable  rather  than  in  effect  giving  all  of  the  help  to  the  financially 
strong  institutions. 

Part  of  defining  the  target,  at  least  in  the  eyes  of  the  students  and 
the  schools  and  probably  tlie  bankers^  would  be  to  require  a  downpay- 
ment  and  ongoing  interest  t)ayments.  This  will  tend  to  assure  a  student 
target  that  is  commitfed  to  becoming  educated. 

This  recommendation  may  create  some  problems  in  costs  in  admin- 
istering the  program.  I  will  address  that  when  I  talk  abcut  the 
problems  of  banks.  We  feel  the  benefits  of  doing  this  would  far  out- 
weigh the  costs. 

Reassess  the  appropriateness  of  the  program  for  home  study  stu- 
dents. In  the  report  itself  you  will  see  some  quotes  from  the  presidents 
of  home  study  institutions  that  indicate  that  GSL  may  not  be  ap- 
propriate for  their  use* 

Then  restate  OE  goals  in  terms  of  educational  enhancement  rather 
than  money  loaned.  Cost  effectiveness  should  be  part  of  their  goals, 
too* 
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In  the  collection  of  the  future  debt:  part  of  the  j^robJem  is  tho  at- 
titude of  bankers  that  this  is  a  money-losing  pro|)osition,  and  they  r  ^st 
really  are  not  goin^|  to  put  the  effort  into  collectnig  the  debt  that  tiiey 
would  if  it  were  their  own  money* 

Part  of  it  is  attitude  of  the  students  who  do  not  really  understand  ' 
that  they  are  getting  a  loan  rather  than  a  grant,  or  who  understand 
it  but  are  coerced  by  the  salesmen  or  take  loans  figuring  tliat  tliey 
luive  a  way  out  of  paying  it  when  they  graduate* 

Part  of  it  is  in  the  posture  of  the  schools  who,  in  effect,  are  now 
selling  loans  rather  than  education  and  who,  to  use  the  term  "cream'* 
the  good  credit  risks  for  themselves.  What  GSLP  winds  up  with  is 
the  credit  risks  that  nobody  else  wants. 

Part  of  the  problem  is  ni  knowledge  of  when  a  loan  is  in  default 
and  then  locating  defaulters.  Part  of  it  is  in  the  prohibition  or  at  least 
practice  of  prohibition  against  using  legal  remedies. 
^  In  siuimiary,  our  suggestions  here  are,  No.  1,  preventing  the  scliools 
from  bein^f  lenders  either  directljr  or  indirectly.  Schools  are  not  set 
up  or  stalled  to  perform  this  function  and  they  are  more  likely  to  mis- 
represent the  fact  that  it  is  a  loan  rather  than  a  grant  than  the  banks 
wouklbe. 

We  think  we  cut  some  of  the  debt  problem  off  of  the  front  end,  a 
^ttbstairttnhnnoxiirtHbArdimiiiutiiTg-K^ 

Again,  some  of  tlie  team  members  (juestion  whether  home  studv 
schools  are  appropriate  for  this.  Traditionally,  home  study  schools 
have  a  noncol lection  rate  that  is  ni  the  maybe  20-  or  30-peroent  range 
and  this  just  is  not  the  kind  of  a  noncol  lection  rate  that  GSLP  sliould 
tolc^*ate. 

it)liminating  from  the  progi'am  the  loans  with  subsidij^ed  interest 
payments  is  an  absolute  must.  The  routine  payment  of  interest  pro- 
vides an  immediate  continued  contact  between  the  student  and  the 
lender  and  students  who  are  willinjy  to  make  an  interest  payment  are 
nnich  less  likely  to  default  on  the  principal  amount. 

In  collections,  once  you  ^et  that  first  payment  made,  you  are  over 
the  hump.  A  significant  majority  of  these  students  who  ha've  defaulted 
never  made  payment  No.  1.  That  is  true  in  otn*  other  lending  and  collec- 
tion experience  as  welK  It  is  absurd  for  us  to  have  a  program  wherein 
the  first  payment  by  the  student  may  be  some  years  deferred.  Yoti  are 
just  inviting  default. 

We  also  say  to  require  a  downpayment  from  each  student.  The  fig^ 
ure  of  $100  was  su^'gcsted.  This,  we  fet^K  would  also  do  a  lot  in  the 
same  vein  to  correct  that  default  sitiuition  as  well  as  to  Improve  the 
target  to  those  committed  to  education. 

We  would  want  the  interest  payments  to  be  made  by  the  student 
monthly.  Just  thinking  of  the  amount  of  interest  paynieiits  and  out 
l^orsonal  knowledge  of  students,  we  felt  that  if  the  student  is  not  wilU 
mg,  and  this  is  not  in  the  report  because  we  did  not  Icnow  how  to  say  it, 
but  if  a  student  is  not  willing  to  wash  cars  or  mow  lawns  or  wash 
dishes,  or  something,  enough  to  earn  another  $8  and  $10  a  month  to 
make  the  interest  payment*  lie  is  not  probably  all  that  interested  in  his 
edtication*  We  feel  that  the  advantages  of  reducing  the  amount  of 
default  and  therefore  enabling  the  Grovermnent  to  fund  much  more 
education  would  far  outweigh  the  disadvantage  of  any  disabling  of 
some  students  to  receive  their  education  bccau.se  they  could  not  alVord  . 
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the  interest  payment.  Even  in  tlvat  situation,  we  said  to  go  ahead  and 
give  them  a  grant  to  \ny  tlie  interest,  if  we  have  to,  but  make  them 
malce  that  payment  monthly. 

Anotlier  recommendation  had  to  do  with  havmg  a  specmnst,  cur- 
rently knowledgeable  about  the  program,  that  perhaps  015  would  tram 
and  certify  at  each  lending  institution. 

We  felt  that  wlien  the  student  enrolled  m  school  he  should  reafflriKi. 
by  his  signature,  that  it  is  a  loan  and  the  conditions  of  the  loan  and 
at  that  time  waive  the  defense  cf  bankruptcy  and  infancy  and  let  hmi 
put  down  a  social  security  number  and  say  you  can  use  social  security 
to  trace  them.  You  aliould  just  make  it«cvident  to  the  student  that  itjs 
a  loan  and  that  you  will  use  every  power  that  you  have  to  collect  it.  * 

Some  of  the  problems  in  defaults  occur  because  funds  are  paid  to 
the  school  way  out  of  proportion  to  tlie  education  received.  ^ 

We  said  that  funds  should  be  disbui-sed  in  ^jroportion  to  the  educa- 
tion received  and  that  would  eliminate  some  of  the  cancellation  and 
refund  problems.  ,        ■  .  ,  «  n.i 

Require  exit  interviews  and  shorten  the  ^race  period.  Publish  a  re- 
port card  on  both  schools  and  lenders  relative  to  dropouts  among 
student  borrowers  and  del  inquencies  and  loan  vapay monts. 

Do  a  system  study  on  OE  collection  eft'orts  and  one  of  the  suggestions 
tliat  some  of  the  members  agreed  with,  and  this  lias  more  to  do  with 
funding  than  default,  is  that  when  the  loan  matured Jt  would  be  pur- 
chased from  the  bank  by  the  Social  Security  Agency,  who  would  then 
collect  it  through  the  regular  social  security  deductions. 

Now,  I  can  go  into  that  more,  if  you  like. 

With  regard  to  the  fund  availability,  I  can  best  state  that  by  some 
quotes; 

The  iii'inmrj'  reason  funds  are  not  ttvallnble  Is  ''lat  the  program  is  not  n  proflta- 
tile  use  of  the  bunk's  assets.  The  nominal  rate  Is  less  than  the  cost  of  funds.  The 
t-onns  of  the  special  alhwnnce  is  uncertain  and  does  not  cover  handling  costs 
and  initU  this  law  that  has  recently  changed  becomes  effective,  the  nonearulug 
ustt  of  assets  while  the  claim  is  being  processed  further  reduces  the  yield. 

In  addition  to  the  very  direct  high  handling  costs  of  these  loans  lenders  feel 
that  there  are  unknown  but  substantial  indirect  costs  involved,  prlnjarily  the 
requirements  for  bank  ofileei's  to  deal  with  the  Government,  the  schools  and  the 
students  and  assui'ed  adherence  to  unclear  and  frequently  changing  GoVerii' 
ment  procedures.  , 

The  gi'owing  uncertainty  about  Government  guarantees  is  anothei'  detriment  to 
the  fund  supply.  An  additional  factor  Is  the  relative  unllquidity  of  this  asset 
use,  ^ 

Another  quote  1 

We  entered  the  program  partially  on  the  basis  of  Improving  service  to  our 
market  luul  partially  for  the  good  of  the  public.  We  are  dubious  about  the  ad* 
vantagt's  in  the  marketplace.  Wc  know  the  loans  at'e  unprofitable  and  damage 
our  liquidity  atul  we  feel  as  long  as  we  are  doing  this  for  tije  good  of  the 
public,  at  tlje  strong  request  of  the  Govern.nent,  that  we  are  enduring  uncalled 
for  costM  and  Irritation  because  of  the  way  the  Governnjent  is  administering  the 
program.  ^  '  .  ..... 

Inordinate  amount  of  paperwork,  actual  delay  and  perceived  procrastination  in 
pnytuent  of  claims,  lack  of  definition  of  due  diligence.  Ifi  collections,  rumored  re* 
.  quiresaotit  for  due  dlllgcfwe  is  lending  If  Indeed  we  had  to  use  diligence  in  lend* 
lag  we  would  tjever  make  ntjy  of  these  loans . 

Confusion  in  the  office  of  Education  as  to  regulattot»s  and  low,  uncettaiu 
and  ai'bltniry  yield. 

That  sums  up  why  funds  are  not  available. 
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Our  recommendation,  or  rather  recommendations  about  fund  avail- 
ability  are:  if  indeed  you  legislated  the  target  and  legislated  the 
funding  for  the  target,  it  would  help.    ^      ,  ,      ^  . 

Second,  the  yield  rate  should  be  established  that  would  not 
quire  banks  to  subsidize  the  program.  Wo  feol  that  it  is  an  imposition 
on  the  banks  to  ask  them  to  do  this  and  that  if  sul)sidy  be  required, 
it  should  be  at  the  expense  of  the  general  taxpayers  rather  than  the 
lender  segmont  of  the  economy. 

We  would  suggest  tying  the  yield  rate  to  some  specific  measure  Jike 
Federal  funds  rate,  or  prime,  or  Treasury  bill  rate.  0»ir  favorite  is 
the  li"eao'al  funds  rate,  what  the  average  would  be  for  tliat  over 
a  time  r^i'iod,  and  the  banks  should  be  certain  as  to  the  yield. 

Some  other  recommendations  concern  the  calculations  of  liquidity 
and  capital  adequacy,  which  is  done  by  the  bank  regulatory  agencies 
and  consideration  should  be  given  to  the  fact  that  these  loans  are 

Govormnent  guaranteed.  ■    ■ ,   .  „ 

Provide  operational  dofniitions  of  "duo  diligence  in  collections."  I 
believe  that  has  been  done  now.  .  . 

l^rovide  operational  definition  of  due  diligence  in  loan  initiation. 
KUniinate  procrastination  and  delay  in  payment  of  ^claims, 
■fthnplify,  establish,  and  make  uniform  throughout  OE  its  dealings 
with  and  requirements  of  the  banks.     ,   '     ,    ,.  .. 

Those  of  us  knowledgeable  about  banks  and  banking  operations  felt 
that  the  administrative  costs  to  the  banks  and  the  schools  of  these 
loans  could  be  substantially  reduced  by  makhig  the  requirements 
parallel  with  cxiathig  installment  loan  procedures.  A  study  should  be 
made,  hot  only  of  the  procedure  of  how  the  loans  are  administered  to 
reduce  the  paperwork  c^sfc,  but  also  of  the  special  requirements  that 
wore  established  that  entail  costly  procedures.  . ,  . 

It  would  not  be  a  study  limited  to  how  to  comply  Nvith  the  reqiiire- 
ments,  but  include  the  wisdom  of  the  requirements  as  well.  In  other 
words,  bend  the  requirements  to  allow  us  to  parallel  existing  install- 
ment loan  procedures,  \  ,   i    ,     «    ,  . 

Just  to  give  vou  an  idea,  tnost  of  the  banks  who  know  their  costs 
feel  thrtt  these  ioaiis  cost  in  the  neighborhood  of  41/0  to  6  percent  of 
outstandings  to  administer,  which  is  about  three  to  four  times  as  much 
as  the  cost  to  administer  a  regular  installment  loan.  „   *  , 

There  are  firms,  generally  banks,  which  contract  with  smaller  banks 
or  other  banks  for Ihe  administration  both  of  these  loans  and  regular 

installment  loans.  ,  «  / 

Again,  we  are  talking  about  a  factor  of,  four  or  five  times  the  cost 
to  admii\ister  these  versus  the  regular  installment  loans.  We  think  that 
could  be  cut.  ^      ,    ,     . .      ...  1  . 

We  think  incidentally,  the  Office  of  Education  should  promulgate 
knowledge  of  these  contract  processors  aiulendoi-se  their  guarantee  of 
due  diligence.  This  would  eliminate  uncei'tainty  m  the  processing  costs 
and  in  the  views  of  many  banks  reduce  the  processing  costs  and  make 
the  gdar'antco  sojuething  that  they  didn't  have  to  worry  about. 

W)th  regard  to  funding,  there  were  two  other  suggestions.  One  of 
them  was  tliat  tlieloans  could  be  made  attractive  by  authorizing  some 
Government  agency  to  purchase  these  loans  at  a  discount  favorable 
to  banks  or  to  use  them  as  collateral  for  loans  that  were  made  at  rates 
below  the  current  cost  of  funds  for  the  banks. 
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Although  the  team  cUd  not  spocifically  investigate  Salllo  Mae,  favor- 
able coninients  about  it  were  conspicuous  by  their  absence. 

Hove  is  wliere  this  concept  of  social  security  really  came  into  play. 
Wo  felt  that  this  program  was  sort  of  a  front  end  social  security.  It 
was  the  disbursement  of  money  at  the  beginning  of  a  person's  career 
rather  tiian  at  tlie  end  of  it.  Viewed  philosophically  or  conceptually, 
investment  in  educatioii  would  reduce  the  individual's  need  for  social 
security  at  tlie  end  of  his  career  and  probably  increment  his  input  into 
tlio  social  security  system  during  his  career. 

Xf  this  logic  is  followed,  we  said  it  would  make  sense  for  social  se- 
curity to  buy  the  paper  from  th.e  banks  when  the  loan  enters  the  payout 
period  and  then  collect  it  by  incrementing  the  payroll  deduction. 

We  discussed  the  fact  that  maybe  you  just  keep  d«ducting  past  the 
present  limit  for  social  security—about  $13,000  a  year  now— and  just 
keep  that  on,  you  know,  up  to  maybe  $20,000  or  $25,000,  so  that  the 
individual  who  really  beneiitcd  vocationally  from  this  education  would 
be  indeed  paying  it  back.  Those  individuals  who  never  benefited  would 
bo  paying  hardly  any  social  security,  thus  really  would  not  be  paying 
it  back.  We  support  that  sort  of  pliilosophical  consideration. 

The  problems  with  regard  to  administration  concerned  the  paper- 
work tliat  the  schools  must  perform,  which  is  very  cumbersome  for 
>them  and  about  twic^  as  cumbersome,  for  example,  as  tlie  NDL  pro- 
gram which  we  did  not  investigate. 

The  paperwork  in  the  banks  is  a  real  problem,  as  indicated  by  the 
magnitude  of  the  cost  that  I  mentioned.  The  manuals  and  tlio  proce- 
dures furnished  by  OE  are  missing  and  inadequate.  There  is  much 
confusioii  perceived  by  schools  and  lenders.  The  schools  and  lenders 
perceive  that  OE  is  confused.  They  get  what  they  perceive  as  conflict- 
ing directives  and  they  get  particularly  with  schools  tliat  operate  in 
many  States,  get  different  interpretations  from  the  diU'erent  regions. 
They  feel  that  the  directives  change  or  '/Agmg  from  their  direction" 
very  frequentljj'.  There  is  just  general  confusion  that  exists  in  the  ad- 
ministration of  the  program  emanating  from  OE.  Banks  feelthere  ia 
unwarranted  application  approval  delay,  and  they  percoi\*o  tlio  Gov- 
ernment as  procrastinating  in  paying  off  of  the  chums. 

The  suggestions  deal  inrUviduaily  witli  each  of  tliose  problems  and 
they  involve,  in  efl'ect,  the  Ollice  of  Eduo^tion  "cleaning  up  its  act" 
and  performing  studies  to  simplify  the  paperwork  and  staffing  up  to 
eliminate  the  application  delay  and  defining  due  diligence  so  tliat  the 
claims  oould  be  paid  and  otiier  administrative-typo  recommendations. 

Tlie  problem  of  the  straining  of  integrity  is  probably  tlio  one  that 
botliered  us  the  most  and  I  am  going  to  just  read  from  our  report*. 

^.  The  t)f()bleiii  of  straliiinir/lie  Ifitegi'lty  of  stiuloiits,  schools  and  leHctoi's  and  tlie 
Dei'colved  liitogrlty  of  tho  Govowimt'iit  is  al«o  suffei'liia. 

Bpecnic  siife'gostloiis  to  rodtico  flio  sii-aln  on  liitogi'lty  havo  Ijeoii  llicofiHU'ati'd  1« 
tho  sitggfstioiis  I'elatlvo  to  otlier  probloins, 

Of  imftlctiinf  slgalftcnnce  nre  those  coiicoriihig  tlio  chdiige  in  tho  student's 
attltiido  by  acknowledging  the  loan  oontract,  luakliijj  a  dowiiimynu'nt  and  making 
monthly  Interest  payments. 

'rtio  doilnltlon,  legislation,  ntid  fiuidlng  of  tho  tai'got  iiiid  the  niodlilcrttlons  and 
elai'ltlcntlons  rcqulri'd  of  OlO. 

Now,  when  wo  talk  about  straining  tlie  integrity,  we  feel  that  the 
banks  and  schools  are  be^imiing  to  distrust  tlie  Govoiiimeiit  because  of 
purposeful  procrastination  in  pnying  oil'  tlie  chiims,  in  at  least  per- 
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ceived  confusion  about  the  target  unci  administrative  procedures 
with  OE.  We  feel  that  the  banks  are  straining  thmr  integrity  by 
really  coercing  the  schools  to  get  around  the  law  by  making  it  at- 
tractive for  banks  to  lend  either  to  schools  or  to  lend  t^  students. 
Schools  are  straining  their  integrity  by  doing  this  with  the  banks  and 
thoy  are  straining  their  integrity  by  coercing  students  by  misrepresen- 
tations or  high  pressure  selling  techniques  to  sell  loans  rat^'.er  than 
oducation. 

What  happens  is  that  the  cost  of  the  schools  goes  up  enormously 
and  it  must  bo  passed  on  to  the  students  one  way  or  another.  The  stu- 
dents arc  not  starting  out  on  the  right  foot  if  they  are  thinking  when 
they  make  the  loan  about  taking  bankruptcy  action  or  about  evading 
or  avoiding  payment  of  it  or  about  misusing  of  funds  or  about  con- 
sidering it  a  right  rather  than  something  they  must  apply  for. 

Mr.  0*Haua»  Mr.  Lifson,  wo  appreciate  your  work  very  uuich.  I  am 
very  impressed  by  your  report.  I  think  that  maybe  what  you  are  really 
saying  is  that  the  guaranteed  student  loan  program  is  not  a  very  weli- 
concei'ved  program,  is  that  right?  Or  at  least  that  is  the  way  it  operates. 

In  the  first  place,  it  is  beinfj  called  on  to  carry  a  very  large  share  of 
the  load.  It  is  not  an  attractive  program  for  lenders.  The  borrowers 
feel  put  upon.  They  feel  that  they  ought  to  be  getting  a  grant  or  that 
they  are  being  taken  in  some  way,  at  least  a  large  share  of  them  feel 
that  way.  \  ' 

Tlibso  who  get  Into  the  program  almost  uniformly  have  had  a  bad 
experience  witli  it, 

The  schools  have  stajjgering  burdens  of  paperwork  and  nmch  more 
than  they  do  with  the  ctirect  loan  program.  The  banks  have  staggering 
burdens.  They  are  being  asked  t^  perform  an  unnatural  act,  that  is, 
to  loan  money  to  someone  they  do  not  consider  a  good  credit  risk.  They 
are  khul  of  tmhappy  about  that. 

I  think  if  wo  were  to  do  a  ono^senteiici!  sitmnVary  of  your  report, 
wo  Would  say  tlio  t>rogram  is  a  mess  5  is  that  right  ? 

Mr.  TJtFso^^  If  I  may  be  allowed  to  ^ive  a  one-sentence  summary, 
1  would  say  that  the  program  of  providing  loans  of  convenience  to 
middle-class  students  is  very  much  needed. 

Mr.  OiLviiA.  But  this  is  not  it  ? 

Mr.  Lti^soK.  But  this  is  not  it. 

Mr.  O^Haha.  Yes  5  all  right.  I  think  that  is  even  a  better  one-sentence 
sutnmnry  tlian  mine,  although  I  am  not  ^joing  to  give  tip  on  mine. 

Mr.  Krlenborn,  do  you  have  any  questions  vou  would  like  to  direct 
toMr.Lifson? 

Mr.  EiUir.KnouK.  Thank  you,  Mr.  Chairman. 

Building  on  tlie  last  exchange,  let  mo  say  this  program  originally 
was  designed  to  be  the  vehicle  for  loans  to  be  made  among  middle-class 
sttidents.  Much  to  my  displeasure,  it  was  changed  to  the  one  of  a  loan 
of  necessity  rather  than  of  convenience. 

Let  me  ask  a  question  about  one  of  your  observations,  and  1  guess 
these  pages  are  not  numbered.  Well)  some  of  them  are  and  this  should 
be  page  78,  item  No.  13,  where  you  say  that  there  ought  to  be  a  way 
to  discount  these  loatis  or  use  tliem  as  collateral  for  borrowing*  Then 
you  make  the  observation,  ^* Although  the  team  did  not  specifically 
investigate  Sallie  Mae,  favorable  comments  about  it  were  conspicu** 
0U8  by  their  absence/^ 
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I  am  a  littlo  confused  by  that  statemoiit.  If  you  cUcli^'t  study  Sallie 
Mae,  why  would  you  coininent  favorably  or  unfavorably? 

Mr.  LxFsox.  We  had  thought,  in  interviewing  the  bankers,  tliat  there 
would  be  considerable  eoniinent  that  they  expected  some  participa- 
tion in  Sallie  Mae.  They  just  did  not.  Although  we  didn't  study  it, 
two  of  the  members  of  the  team  arc  bank  presidents  and  very  knowl- 
edgeable about  Fannie  Mae  and  Sallie  Mae  and  other  such  programs 
and  t iiCV  were  surprised  that  there  were  no  conunents. 

Mr.  ifiiUiUXBouN.  I  see.  That  clarifies  it.  The  favorable  comnients 
you  are  talking  about  are  not  from  your  team  members,  but  from 
the  bankers? 

Mr.  LiFsoN.  Right.  ^  •  • 

Mr.  Erlbnuorn.  Since  Sallie  Mae  does  provide  a  place  to  discount 
and  a  place  to  use  the  loans  to  borrow  money,  a  much  needed  service, 
can  you  make  any  observations  as  to  why,  since  that  service  is  appar- 
ently needed  and  Sallie  Mae  furnishes  that,  it  would  not  be  looked  at 
favorably? 

Mr.  Lipsox.  I  think  that  it  would  be  looked  on  favorably,  but  the 
prognosis  for  Sallie  Mae*s  flyinfi  is  not  good  in  the  eyes  of  the  bankers. 
There  really  is  no  market  for  that  paper.  What  the  banks  are  looking 
for  is  a  place  to  move  that  paper,  not  just  keep  reinvesting  it  without 
any  pohits. 

So,  does  that  answer  your  question  ? 

We  don^t  think  it  is  going  to  be  a  source  of  funds,  although  we  did  . 
not  study  it. 
Mr.  EuLExnoux.  Yes.  Thatik  you. 

Mr.  LiFSox.  If  I  nuiy  elaborate  on  our  views  of  the  program,  we  do 
not  think  that  the  progi'am  should  be  abandoned.  The  things  that  need 
to  be  done  to  bnng  the  program  back  to  providing  loans  of  conven- 
ience to  middle-class  stuctents,  with  availability  of  funds  and  smoother 
administrative  procedures  which  are  certainly  "double.'*  The  skeleton 
and  the  original  concept  of  the  program  is  very  good.  You  just  have  to 
refurbish  it  somewhat,  in  order  to  make  it  viable. 

Mr.  EuLExnoux.  Are  ^ou  suggesting,  for  instance,  that  the  family 
income  test.  $15,000,  for  instance,  or  maybe  an  increased  amount  for  the 
subsidiml  loan  bo  reinstated?  .  ^ 

Mr.  Lipsox.  We  don't  think  there  should  be  an  interest  subsidized 
loan.  We  think  that  the  student  ought  to  pay  the  interest  on  all  loans, 
and  if  he  is  too  distressed  to  pay  tlic  interest  he  ought  to  be  given  a 
g]  ant  to  pay  the  interest  and  it  distressed  beyond  that  point  he  ought  to 
be  given  a  basic  educational  opoprtuhity  grant. 

We  do  not  think  the  needs  analysis  is  useful  at  any  income  level. 
In  other  words^  we  felt  that  the  needs  analysis  test  was  so  cumborsome 
to  administer  and  that  you  are  sifting  out  so  few  recipients  who  really 
should  not^  >;ou  know,  because  they  are  wealthy^  should  not  get  the 
loans,  that  it  is  just  not  worthwhile  doing. 

It  would  be  cost  effective  to  Jet  everybody  who  wanted  a  loan  of 
convenience  and  was  willing  to  pay  the  hiterest  get  the  loauj  regard- 
less of  his  family  income, 

Kowvtliere  is  a  middle  ground  probably  in  just  looking  at  the  Inter- 
nal Kevenue  return  and  if  the  adjusted  faniily  income  is  $15,000  or 
$16,000  or  some  $17*000  you  don^t  need  a  needs  analysis  test  or  make 
that  test,  but  our  real  feeling  is  that  would  sift  out  just  such  minor 
disbursement  of  funds,  it  would  be  worth  doing. 
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Mr.  Eruinhorn.  Did  you  find  ivuvwhei-e  that  there  \\m  a  gvowjng 
(Utticulty  in  utilising  a  needs  analysis  because  of  the  earlier  emancipa- 
tion of  students,  many  students  feeling  that  at  age  18  they  can  vote  and 
apply  for  food  stamps  and  that  they  consider  themselves  being  emanci-. 
pated  and  therefore  their  family  income  is  irrelevant ? 

Mr.  LiKSON.  We  did  not  dii-ectly  interview  any  students  and  I  would 
not  bo  ftble  to  comment  on  that  at  all.  CertainW  the  comments  of  the 
bankers  and  the  schools  do  not  indicate  that.  Thoy  principally  indi- 
cated they  were  distressed  by  the  student's  feeling  that  this  was  a  right. 
They  were  coming  in  demanding  the  loan  rather  than  negotiating  or 
applying  for  it.  ,       ^,  . 

Mr.  Erlknborx,  Thanlt  you  ver5'  much,  Mr.  Chairman. 

Mr.O'HARA.ThankyoUjMr.Erlenborn.    .    .  . 

Now,  Mr.  'Lifson,  you  hav«  a  number  of  very  interesting  and  chal- 
longing  recommendations.  Of  course,  you  understand  it  is  gjoing^  to 
be  very  difficult  for  this  committee  but  I  think  the  committee  is  going 
to  have  to  tackle  the  question  of  the  administrative  details.  ^ 

Katlier  than  linving  the  executive  branch  get  into  the  business  of 
legislating,  maybe  we  ought  to  have  the  legislative  branch  get  into  tlie 
business  of  administering.         .      ,     ,  ,        .      „,  ... 

So,  we  are  going  to  have  to  go  into  the  whole  question  of  how  this 
thing  is  administeml  because,  you  are  right,  the  administration  is  veiy 
cumbersome  and  very  diflicult  and  you  ai-e  not  the  first  witness  to  have 
said  so,  but  you  are  one  who  said  so  very  convincingly  and  with  a  good 
deal  of  experience  behind  you  and  work  behind  you. 

With  respect  to  the  collection  problem,  I  agree  With  you  tMt  we  have 
not  been  terribly  successful  and  that  perhaps  it  does  make  a  lot  of  sense 
to  engage  private  contractors,  as  it  Were,  collection  agencies,  and  I  was 
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iidly  persuasion 

the  action  taken.  ,  .  i.j  . 

Mr.  LiPsoN.  The  team  member  who  investigated  it  said  he  did  not 
find  any  instances  where  legal  action  was  taken  in  the  loan  collection. 

Mr.  O'Haua.  That  is  really  rather  a  surprising  comment.  If  you 
don't  have  recoui'se  to  legal  action,  you  can't  have  a  vei*y  ellective  col- 
lection program.  You  should  at  least  have  the  tlil'eat  ol  legal  action  m 
order  CO  be  very  effective  in  collecting  these  debts. 
Mr.  Lii'soN.  Well,  the  threat  is  there,  but  he  just  never  found  that 
.   action  taken.  .  . 

Mr.  O'Haha.  It  is  like  the  atomic  or  nuclear  weapons  game.  You 
have  to  have  a  credible  threat,  not  just  a  threat. 

Mr.  EiiLtJNnouN.  Mr.  Chairman,  you  are  not  suggesting  we  use  one 
of  those  once  in  a  while  to  make  it  credible?  , 
Mr,  O'Hara.  No,  I  think  our  threats  have  to  bo  believable. 
Mr.  EttLMNuoiiN.  Despite  my  levity^  I  agree  with  you, 
Mr.  Lii'soN.  We  have  had  experience  with  commercial  collection 
.    agencies.  We  feel  that  their  policies  would  be  much  what  the  Govern- 
ineiit  would  want.  We  feel  that  the,  again,  the  cdllcction  of  the  tn-eseiit 
indebtedness  must  bo  made  considci'iiig  the  cqnd^tipiis  under  which  the 
indebtedness  was  incurred,  but  we  feel  that  individuals,  by  collection 
agcuoies,  are  put  into  really  four  categories,  three  ot  which  apply. 

If  the  individual  has  the  wherewithal  and  has  roceivcd  real  value 
from  the  product,  you  really  ought  to  press  him  for  payment. 
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We  would  i-ocominencl,  even  in  the  case  of  the  pi-esout  indobtedness 
where  that  condition  prevails,  to  really  go  after  him. 

Second,  this  man  has  i-eceived  real  value  but  is  unable  to  pay,  there 
you  use  a  different  kmd  of  pressure. 

^  Third,  the  man  is  unable  to  pay  and  has  not  received  any  value, 
There  you  i-oally  do  not  expect  to  got  much  in  the  collection  agencies 
and  they  do  not  exert  much  effort  on  it. 

Mr.  EuMiNnouN.  Might  I  say  at  this  point  that  there  is  a  fourth 
category  5  that  is,  where  the  person  has  ability  to  pay  but  feels  he  has ' 
not  gotten  real  value. 

Mr.  LtrspN.  Yes.  In  that  one,  you  v;ery  strongly  advise  him  tiiat  his 
credit  IS  bemg  damaged,  yon  use  a  stronger  method  of  persuasion  than 
nil  the  category  where  the  man  cannot  pay  and  has  not  gotten  anything 
of  value  any  way. 

Mr.  ERLENBonN.  I  find  this  interesting,  that  you  would  put  that 
question  of  value  in  the  effuation. 

If  the  student  is  dealing  with  a  bank  and  he  is  borrowing  monev, 
should  the  bank  be  in  a  position  of  a  guarantor  that  tlie  educational 
experience  is  goi  ng  to  be  valuable  ? 

Mr.  Lit'soN.  No,  Congi-essman  Erlenboriu  I  am  not  talking  about  a 
moral  judgment  of  what  the  bank  should  clo.  I  i^m  talking  iibout  the 
practical  operations  of  collection  agencies.  They  operate  on  a  very  thin 
margin  and  must  be  very  cost  effective.  . 

It  is  just  not  cost  effective  to  pumie  an  instance  where  the  man  has 
not  received  anything  of  value  to  the  extent  that  you  can  when  a  man 
has  received  something  of  value. 

I, am  not  just  talking  about  education,  but  like  in  a  oi-edit  card  col- 
lection, if  a  man  is  disputing,  say  he  makes  a  Mastei'  Charge  purchase 
and  he  gets  Into  a  dispute  with  the  stoi-e  as  to  whether  it  worked  or  he 
wanted  to  return  it,  the  amount  of  effort  used  on  that  is  different  from 
the  amount  of  effoit  that  the  man  used  when  he  got  the  item  and  used 
it  and  then  just  didn't  pay. 

Mr.  EnLWNBonN.  If  you  are  talking  about  a  commercial  transaction 
where  a  pei-son  is  buying  goods  or  services  on  credit,  that  would  seem  to 
me  to  have  application,  but  let  us  leave  this  in  the  commercial  field.  If 
the  person  goes  to  a  bank  and  borrows  money  and  then  purchases  goods 
or  services  with  the  borrowed  money,  is  that  question  of  value  in  the 
equation  at  all  when  it  comes  to  the  bank  tiding  to  collect? 

Mr.  Ltf  SON*.  No. 

Mr.  Ef}LHKi'.o»N.  All  right.  I  Uiink  this  is  Itind  of  an  important 
point  to  make  becaitse  we  have  two  types  of  loans  in  this  guaranteed 
student  loan  field.  One  is  the  loan  made  by  the  educational  institu- 
tion, because  they  often  are  lenders  and  I  think  there  is  a  move  to 
make  them  the  lenders  more  and  more  often. 

There,  I  think  tlie  student  is  encouraged  to  put  this  element  of  value 
into  the  equation.  If  the  student  feels  he  has  not  had  a  valuable  educa- 
tional experience  he  may  feel  he  has  no  requirement  to  I'epay  the 
institution. 

Mr.  hmou.  You  are  right. 

Mr.  EftLMiiotiM.  On  the  other  hand,  if  the  loan  is  made  from  the 
bank,  it  is  in  that  commercial  transaction  category  where  the  question 
of  validity  of  the  educational  experience  is  really  not  involved  in  the 
obligation  of  the  student  to  repay,  would  you  agree? 
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Mr.  hamiHi  I  would  agree  that  you  are  praotioally  right,  but  I  • 
would  tell  yon  that  in  the  minds  oi  the  students,  these  two  concepts  are 


Mr.  Erlgnborn.  You  mean  the  student  makes  no  differentiation.  He 
feels  the  bank  is  somehow  or  other  the  guarantor  of  the  validity  of  the 
educational  experience? 

Mr.  LiFsoN.  1^0,  he  just  feels  if  he  receives  something  not  of  value  to 
liitu,  regardless  of  where  he  made  the  loan,  he  is  not  obligated  to 
pay  it. 

Mr.  Erlbnborn.  Thank  you,  Mr.  Chairman. 

Mr.  O^Hara.  I  think  those  two  are  very  (jlosely  tied  in,  you  have 
recommended  that  the  schools  not  be  lenders.  You  recommend  not  only 
that  the  school  not  be  a  lender  but  the  school  not  be  involved  directly 
or  indirectly  with  the  loan  and  I  think  that  you  went  into  tliat  collec* 
tion  problem  about  value  received  obviously  when  the  school  has  been 
involved  in  some  way. 

Mr.  LiFSON.  Yes. 

Mr.  O'Hara.  And  the  borrower  says,  well,  they  didn^t  give  me  the 
kind  of  program  they  promised  me.  Therefore,  I  should  not  have  to 
repiy. 

This  is  somewhat  like  the  fellow  who  enlists  in  the  Army,  and  Mr. 
Erlenbom  and  I  run  across  them  all  the  time,  and  he  discovered  after 
-  he  got  in  that  the  Army  is  not  quite  as  fun  a  place  as  the  recruiter  rep* 
resetted  it  to  be  and  he  thmks  then  he  should  be  released. 

I  guess,  thoudi,  the  two  problems  are  clearly  associated. 

Ml*.  Lu'soN.  Excuse  me.  I  hope  you  heard  me  say  that  the  collection 
of  future  indebtedness  should  be  treated  differently  from  the  collection 
of  present  indebtedness.  If  you  do  the  things  that  we  recommend  now 
certainly  you  are  going  to  change  the  conditions  of  the  loan  in  the  mind 
of  the  student,  and  you  can  tie  completely  tough.  You  collect  your 
internal  revenue  or  social  security  and  do  everything  in  your  power  to 
collect  it. 

What  we  are  suggesting  is  that  you'take  into  consideration  the  pe< 
culiar  circumstances  surrounding  the  incurrence  of  theindebtedness 
that  occurred  up  until  you  make  those  changes.  That  is  where  I  get 
into  a  concept  oi  value  received. 

Mr.  O'Hara.  Let^s  go  into  this,  though.  We  say,  all  right,  commercial 
lenders  will  make  the  loans,  not  educational  institutions.  So,  there  is 
some  reason  for  an  educational  institution  to  take  on  the  overhead  ex* 
penses  of  a  loan,  because,  after  all,  they  are  getting  themselves  a  stu* 
dent  with  it^  where  as,  if  the  lender  is  a  commercial  institution,  the 
only  reason  in  the  world  for  them  taking  on  this  loan  is  because  they 
hope  they  are  going  to  make  money  on  it. 

'  Now,  some  of  them  take  it  on  as  a  public  service,  but  if  you  are  going 
to  expand  the  program  you  will  have  to  make  it  possible  for  tliem  to 
make  money. 

Oh,  you  suggest  it  ought  to  be  possible  for  them  to  make  money,  there 
ought  to  be  a  k>an  incentive  rate  or  interest  rate  that  is  established  ac* 
'  cording  to  a  floating  rate  that  will  follow  the  prime  rate  in  some  way. 
You  also  say,  eliminate  the  interest  subsidy. 

As  you  well  know,  banks  do  not  makd  any  loans  without  interest 
subsidies  today,  because  they  would  much  prefer  getting  that  one 
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check  from  Uncle  Sam,  even  though  it  is  late,  then  having  to  pursue 
those  students  and  to  tiy  to  collect  from  them. 

So,  there  are  no  unsubsidi^ed  loans  made  for  all  practical  purposes* 
But  you  are  saying  we  should  make  all  of  the  loans  subsidized;  but  that 
Uncle  Sam  not  pay  interest  on  behalf  of  them  and  the  bank  has  to  go 
to  chase  eveiy  student  borrower,  it  seems  to  me  that  is  going  to  add  a 
great  deal  to  a  already  high  administrative  cost  and  in  order  to  make 
It  worthwhile  for  the  banks  we  are  really  going  to  have  to  give  them  a 
very,  very  fat  subsidy  or  else  we  are  going  to  give  them  a  very  high 
interest  rate  on  these  loans,  and  then  that,  gets  into  the  question  of 
whether  the  whole  thing  is  worth  it,  does  it  not  ? 

I  mean,  if,  as  an  example,  if  we  are  going  to  have  to,  in  order  to 
make  the  thine  worthwhile  for  the  bank,  if  we  are  going  to  have  to 
provide  for  lers  say  a  7-percent  interest  rate  and  a  7-percent  subsidy 
rate,  if  they  can  get  12  or  14  percent  on  an  automobile  loan,  and  they 
have  gotten  security,  they  can  go  out  and  grab  the  automobile,  why 
should  they  eK|)ect  to  get  less  on  one  of  these  student  loans  ? 

If  we  are  jgoinjf  to  do  this,  it  is  going  to  become  a  very  expensive 
proposition,  isn't  lU  if  we  go  this  route  ? 

Mr,  LxpsoN.  Well,  you  are  making  an  uncollatv^.ralized  loan*  They 
certainly  can  go  out  and  repossess  the  automobile.  Repossession  is  ex- 
pensive^ also.  I  would  think  panks  would  just  as  soon  have  the  guaran- 
tee of  the  Government  as  they  would  to  have  the  ability  to  go  out  and 
hot- wire  a  car  and  bnng  it  back. 

Mr.  O'HAitv.  But,  of  course,  they  are  giving  the  loan  to  a  fellow 
with  a  job  when  they  give  the  automobile  loan* 

Mr.  LiFSOK.  Yes,  but  we  are  not  asking  the  banks  to  assess  the  credit 
worthiness  of  the  students.  The  Government  is  saying  it  is  paii  of  the 
subsidy,  as  part  of  the  subsidy  it  will  guarantee  the  credit  of  the  loan 
so  long  as  the  bank  follows  certain  procedures  in  \pitiating  the  loan* 

What  I  am  saying  is  the  amount  of  money  that  will  eventually  be 
spent  in  paying  claims  would  be  reduced  significantly  more  than  the 
amount  of  money  that  the  Government  would  have  to  pay  to  banks 
either  in  administrative  costs  or  additional  interest  if  you  made  the 
loans  such  that  the  banks  had  to  collett  the  $8  or  $10  a  month. 

What  would  happen  then,  it  is  like  K-  payment  on  a  credit  ciird.  As 
soon  as  the  man  misses  one  payment,  that  triggers  some  action^ 

Mr.  O'Haha.  That  is  right.  In  other  words,  the  fellow  does  not  get 
himself  so  deeply  into  debt  before  you  find  out  he  is  slow  paying. 

Mr.  LiFSOK.  That  is  right.  If  he  makes  $100  downpaymeht  and 
pays  $8  a  month  or  whatever  it  would  be  interest  payments—well,  you 
miss  30  days  on  your  BankAmericard  and  you  hear  about  it  and  they 
recall  your  card. 

I  think  the  same,  or  the  analog  would  apply  in  this  situation.  Just 
thinking  of  the  administrative  costs  that  the  banks  would  incur^  I  feel 
that  if  you  paralleled  the  requirements  and  the  procedures  to  routine 
installment  loan  procedures^  not  credit  cards*  but  something  like  that, 
and  required  the  interest  payment  to  be  made  mohthly,  that  the  sav- 
ings that  you  could  make  in  other  administrative  procedures  would 
keep  the  total  bank  paperwork  cost  down  to  as  little,  well  down  to  the 
figure  that  it  now  is,  or  less. 
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Mr.  O'Haiu.  Well,  I  think  that  is  what  we  have  to  look  into.  There 
are  two  approaches  that  you  can  take.  One  is  to  try  to  make  the  pro- 
gram attmctive  to  lenders  by  making  it  financially  attractive  to  them. 

The  other  approach  is  you  let  the  school  assume  some  of  the  costs  of 
the  program,  because  after  all  they  are  getting  the  students  out  of  it, 
and  they  are  selling  their  wares  and  it  is  something  like  having  an 
automobile  dealer  assume  the  part  of  the  cost  of  admuiistering  it,  you 
know,  he  signs  up  the  buyer  and  he  does  some  of  the  paperwork  and 
he  is  happy  to  do  it  because  he  is  selling  an  automobile. 

Mr.  LiPsoN.  Yes.  ,  ,  • 

Mr.  0'Hail\.  These  schools  would  be  more  or  less  happy  to  assume 
some  of  the  costs  because  they  ai-eju^Uing  an  education  and  filling  up 
their  classrooms  and  assuring  their  jobs  and  so  forth. 

So  those  are  the  two  ways  you  can  do  it.  But  you  pointed  out  some 
of  the  difficulties  in  involving  institutions  in  the  thing.  You  found 
some  active  misrepresentation  and  you  found  some  refusals  to  pay  on 
the  basis  of  no  value  i*eceived. 

Then,  some  of  your  recommendations  get  a  little  inconsistent  be- 
cause, then,  you  also  say,  maybe  we  ought  to  pay  out  the  loan,  dis- 
burse the  funds  to  the  school.,  and  then  let  the  school  disburse  them  to 
the  students.  That  is  your  number  12. 

Mr.  LiPsoN.  What  happens  now  is  the  school  gets  a  check  from  the 
Government  at  the  time,  roughly  the  time  that  the.student  is  enrolled. 
What  we  are  sucgestinff  is  that  those  funds  be  disbui-sed  perhaps  on  a 
quarterly  basis,  but  as  the  student  receives  .education. 

Mr.  D'Haha.  I  guess  I  had  less  apprehension.  I  thought  if  my  son 
went  to  the  bank  to  borrow  money  to  go  to  school,  that  they  would  give 
him  the  money  and  he  would  then  pay  the  school. 

Mr.  LiPsoN.  Yes. 

Mr.O^HAUA.  Well,j?hat?        .   .       ,  ,     .    .    i,  j 

Mr.  LiFSON.  What  I  am  saymg  is,  instead  of-  paying  it  all  down,  let 
the  student  pay  on  a  pro  rata  basis  when  these  loans  are  involved. 

Mr.  O'Haua.  All  right ,'  I  undei-stand. 

Mr.  EnLKNBOKN.  Will  you  yield.? 

Mr.  O'Hara.  Yes.      .  ,      .  ..... 

Mr.  EiiLEXBOKX.  Apparently  the  thrust  is  not  whether  it  is  sent  to 
the  school,  but  periodic  disbursement  and  it  has  been  discussed  iu 
hearings  before  the  committee  before  and  banks  made  the  point  that 
it  adds  to  their  administrative  volume  and  they  would  prefer  not  to. 

Mr.  L^FSoN.  Indeed  it  does  add  to  their  administrative  costs  and 
unless  you  take  sotno  other  measures  I  am  convinced  they  would  prefer 
not  to  make  periodic  disbursements,  but  their  preference  should  be  seen 
in  light  of  the  fact  that  they  are  not  bearing  the  defaults. 

I  cannot  emphasize  too  much  how  large  we  think  that  default  is 
goiiitf  to  be  and  our  deliberations  were  very  strong,  in  eftect,  in  doing 
some^other  things  that  might  be  more  administratively  expensive  in 
order  to  reduce  that  default  probability. 

Mr.  0'HAn.v.  lam  sorry  {go  ahead. 

Mr.  E«LMNHoiw.  I  was  Just  going  to  ask,  have  you  analyzed  where 
the  defaults  occur?  Are  thoy  widespread  or  in  certain  types  of 
institutions^ 

Mr.  tmoHi  We  did  not. 
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Hr.  ERLBNBon>f.  I  thiiik  we  have  had  some  evidence  before  this 
coimnittee  on  that. 

Mr.  liiFSON.  We  recommended  that  report  cards  be  published  about 
delinquencies  and  default^  on  schools  and  lending  institutions. 

Mr.  ERI4KNB0RN.  I  think  we  are  going  to  get  some  interesting  infor- 
mationi  and  have  Imd  in  the  past,  about  difterouces  among  vocational 
educational  institutions,  proprietary  institutions,  and  certain  city 
institutions  for  primarily  the  disadvantaiged..  The  latter  category, 
according  to  information  that  has  been  made  available  to  this  commit- 
tee, is  where  the  greatest  level  of  default  exists.  In  fact,  the  central 
YMCA  college  in  Chicago,  institutions  like  that,  have  a  very,  very 
hish  rate  oidef aults. 

Mr.  P'Hara.  I  know  you  suggest,  too,  a  possible  system  of  differ- 
ential insurance  fee.  The  insurance  fee,  of  course,  is  paid  by  the  bor- 
rower, so  one  of  the  questions  obviously  the  borrower  will  be  asked 
is,  "What  school  are  you  going  to  attend  and  have  you  been  accepted 
or  where  will  you  be  admitted?"  and  then  you  look  at  your  chart  and 
if  it  is  Subway  Tech.  and  they  have  a  very  high  default  rate,  say, 
among  their  students,  you  say,  "All  right,  fine,  your  insurance  feie  la 
8  percent  or  something  like  that." 

And  if  it  is  some  owier  school  where  the  default  rate  is  much  lower, 
you  would  say,  "Well,  your  insurance  fee  is  one-tenth  of  1  percent." 

Mr.  Lit^bN.  Yes;  may  I  comment  on  your  comment  about  the 
schools  paying  some  of  the  administrative  costs  t  . 

Mr.  O'HAnA.  Yes. 

Mr.  LiFSON.  We  would  a^ee  with  that.  The  economics  of,  at  least 
the  schools  we  know  about,  is  that  there  is  in  the  neighborhood  of  80 
or  35  percent  marginal  profitability  on  tuitions.  That  iSj  out  of  every 
$1,000  received  there  is  maybe  $300  or  $360  that  goes  to  pay  fixed 
overhead  and  hopefully  generates  a  profit. 

Mr.  O'Hara.  Yes. 

Ml'.  LipsoN..  We  do  not  Imow  of  a  practical  way  to  do  this,  but  if 
it  could  be  arranged  for  the  schools  to  charge  no  different  tuition, 
whether  or  not  the  students  were  enrolled  in  the  loan  program,  but 
either  pay  the  Government  or  the  bank,  you  know,  like  8  percent 
of  the  tuition  for  handling  the  student  loan  program,  we  would  like 
that  and  would  recommend  it. . 

.  The  marginal  profitability,  the  profitability  of  the  schools  that 
have  taken  advantage,  and  I  use  that  term  advisedly,  of  thijg  pro- 
grain  has  been  tremendous.  It  is  not  until  the  funds  dried  up  and 
they  realized  the  cash  flow  situation  was  so  desperate  they  realized 
the  trap  they  had  gotten  into.  If  the  funds  are  available  and  schools 
take  advantage  by  enrolling  many  more  students  than  they  otherwise 
would,  it  seems  reasonable  to  us  for  them  to  pay  part  of  the  admin- 
istrative fees,  that  they  don't  pass  it  on  to  students  who  are  specially 
in  the  program.  But  we  say  do  not  try  to  accomplish  it  by  allowing 
schools  to  be  lenders,  because  if  you  do  it  will  oe  passed  on  to  all 
students  and  these  kinds  of  students  in  particular. 

The  schools  are  not  set  up  to  be  lenders  and  not  set  up  to  be 
cojlector«5. 

It  would  inure  to  the  benefit  of  these  schools  that  had  financial 
strength  rather  than  small  independent  schools.  We  have  dociunented 
in  our  report  why  we  do  not  recommend  it. 
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^  But  to  acconiplish  getting  schools  to  bear  part  of  the  administra- 
tive costs,  if  a  practical  way  of  doing  it  could  be  found,  we  recom- 
mena  it. 

Mr.  O'Hara.  Of  course,  if  it  is  a  public  institution  it  might  be 
the  taxpayer  that  is  paying  the  administrative  cost  or  part  of  the 
administrative  cost. 

I  am  fascinated  by  the  suggestion  that  you  make,  your  No.  11, 
where  you  are  saying  that  the  Government  in  effect  ought  to  keep  a 
r     collection  agencies,  an  approved. list,  as  it  were. 

Mr.  LiFSON.  Not  debt  collection  agencies,  hut  contract  loan  proc- 
essors. '  * 

There  is  a  difference.  Do  you  understand  what  a  contract  loan 
processor  is? 

Mr.  0'HAit\.  Yes,  but  in  terms  of  due  diligence,  in  other  words, 
an  enforcement,  in  other  words,  the  contract  loan  processor,  in  effect, 
guarantees  that  he  will  use  due  diligence. 

Somehow  or  other  you  have  Uncle  Sam  say  to  the  lender,  look, 
if  you  one  of  I  uese  approved  processes,  you  are  not  going  to  have 
any  trouble  vfiil  '.s  on  establishing  due  diligence. 

Mr.  LiPSON.  liight.  We  recommend  that. 

Now,  you  sef»,  we  say  that  due  diligence  should  be  operationally 
.  defined.  I  believe  that  has  been  done,  since  we  gave  Commissioner 
Ottina  this  repoil;,  that  if  you  follow  these  steps,  that  is  due  diligence. 

Mr.  O'Haha.  Yoii  know,  it  requires  a  little  imagination  to  really 
be  duly  diligent  and  I  am  a  little  leery  about  defining  that  too  pre- 
cisely. I  am  afraid  that  maybe  then  people  could  just  go  through  the 
motions  if  it  is  precisely  defined. 

Mr.  LiPsoN.  That  is  true.  That  is  one  of  the  disadvantages,  but  a 

greater  ^li^advantage  is  that  you  are  not  going  to  get  the  funds  to 
Bcome  available  unless  you  give  them  an  operational  definition  of 
"Wliat  due  diligence  in  collections". 

Thevv*.  k  one  collection  agency,  a  bank  in  Minneapolis  that  does 
guarantee  uue  diligence.  They  have  set  up  a  procedure  that,  you  know, 
so  mu  y  phone  calls  and  letters  and  keeping  track  of  a  student  and 
things  like  that,  and  my  guess  is  they  have  talked  with  the  regional 
administrator  of  OE  and  he  said,  "Yes,  thut  looks  like  due  diligence 
to  mw/'  ^ 

.  Vp  until  recently,  you  could  not  get  anybody  in  HEW  to  say,  "Yog, 
indfAnsahatisdue  dilitfenoe."  » 
Mr,  O'Haha.  Maybe  instead  of  precisely  defining  "due  diligence," 
you  could  take  a  look  at  the  way  some  of  these  processors  work,  at 
their  triick  records,  and  if  they  have  darn  good  track  records,  you  say. 
Any  claim  that  has  been  processed  by  them,  we  accept."  And  if  they 
have  bad  track  records,  you  say,^«We  donk  accept?'  Because  I  do 
think  due  diligence  is  different  in  different  circumstances. 

For  instance,  if  you  are  going  after  someone  who  is  unemployed 
and  brok8-~if  you  have  good  reasons  to  believe  that  debtor  A  is 
uncollectable  whereas  you  have  good  reason  to  believe  that  debtor 
B  IS  collectable,  I  would  say  due  diligence  is  a  different  thing  in  those 
two  cases,  and  I  do  not  know  how  you  would  write  the  regulations 
to  say  tliat. 

Well,  in  any  event,  those  are  some  of  the  problems  with  it. 
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Mr.  LiFsoN.  Excuse  me.  I  might  say  with  regard  to  tliese  contract 
processors,  I  think  that  their  costs  amount,  and  this  is  m  the  report,  1 
tliink  it  is  in  tlie  neigliborliood  of  aVg  to  3  percent  of  outstandings, 
and  mavbe  less  than  that,  whereas  the  banks  think  it  costs  them  around 
4  or  5  percent,  so  the  promulgation  of  this  knowledge  to  contract  pro- 
cessors I  think  would  have  the  effect  of  making  the  loan  more  attrac- 
tive to  banks,  I  think.  .     ,  v  ii 

Mr.  O'Hara.  I  also  like  your  suggestion  that  we  somehow  or  other, 
have  to  get  the  people  that  have  been  abusuig  the  program  out  of  the 
program,  the  promoter,  the  fly-by-night  operators  Avlm  «nmehov*  or 
other  are  accounting  for  a  very,  very  large  share  of  the  defaults  and 
the  delinqueucies  and  so  forth,  because  of  the  way  they  promoted  the 
loan  and  you  suggested,  first,  tliat  no  one  be  permitted  to  promote  a 
loan,  and,  second,  that  schools  that  have  a  vei-y  bad  i;ecoi'd  it  might 
be  that  you  say,  well,  tlie  loans  won't  be  available.  They  wont  be 
among  the  approved  institutions  for  which  loans  are  available. 
I  think  we  do  have  to  look  into  that  sort  of  thing.  '  „ 

Mr.  LiFsoN.  Yes,  the  second  one  we  definitely  stated.  I  do  not  recall 
saving  vou  could  prohibit  anyone  from  promoting  a  loan. 
'Mrfo'HARA.  Well,  you  say,  "directly  pv  indirectly  involved." 
Mr.  LiFSoN.  "Involved  in  lending,"  right,  but  we  certainly  did  not 
mean  to  characterize  any  particular  kinds  of  schools  which  would-be 
promoters  of  loans. 
Mr. O'Haka.  All  right.  ,  ,  i. 

We  thank  you  very  much,  Mr.  Lifson.  I  am  sure  when  we  have  time 
to  go  through  and  study  and  think  about  the  report  of  your  task  force, 
when  we  do  we  will  find  it  very  useful  and  I  want  you  to  communi- 
cate our  appreciations  to  the  members  of  your  task  force  and  to  the 
Young  Presidents'  Organization.  i  ^  ,  t. 

Mr.  LiPSON,  Thank  you.  The  names  and  addresses  and  telephone 
numbers  of  the  team  members  are  all  in  the  report  and  I  think  you  can 
perceive  which  team  member  addressed,  because  of  his  special  back- 
ground, any  part  of  the  problem  and  they  would  be  certainly  glad  to 
hear  from  you.  *  ,  , 

[The  report  referred  to  follows:] 

ypo  TASK  FORCE  ON  GUARANTEED  STUDENT  LOAN  PROGRAM 

I.  SWAtMAttY  0*"  PROULBMS  ANB  RECOMVENBATIONS 

Proltlcms  were  Dercelved  In  six  hiterrelated  categories,  nnd  solutions  were 
nrotwsetl  addressing  these  prolrtetns.  ,  .  .  ^  , ,  , 

^  iC  problems  Involved  In  the  collection  of  the  present  debt  were  nddressed 
first  becnnse  these  problems  will  survive  nny  decls  ons  "•{""L^JnaSffi  nw' 
grnm.  The  potential  slsie  nnd  the  nntufe  of  the  defaulted  debt  warrants  that  OE . 

1.  Use  commerolttl  collection  agencies  for  present  debt.  Many  students  Incurred 
the  present  debt  under  conditions  of  pressure,  misrepresentation,  and  Ignorance  i 

therefore^  present  debt,  the  degree  of  collection  toughness  must  1)6  appropriate 
to  the  circumstances  of  del»t  Incurrence,  Value  received,  and  repayment  ability. 
Some  schools  have  repurchased  their  own  defaulted  paper,  and  there  Is  con- 
S  about  the  Siltflttt  large  amount  of  claims  "overhanging"  the  government 

^Ta  one-year  deadline  should  be  set  for  defaulted  claims  on  repurchased  paper. 
The  problems  involved  In  the  lack  of  program  definition  are  discussed  next, 
because  they  pervade  ttie  other  Issues  of  funding,  collections,  and  Integrity 
straining. 
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Besolutions  of  the  characteristics  and  size  of  the  student  target  and  the  re« 
sultttnt  required  funding  und  subsidy  must  be  done  on  an  informed  basis,  and 
thus  require  a: 

4.  Survey  of :  Under«education  caused  by  financial  reasons,  the  awareness  and 
perception  of  loan  access,  tlie  elasticity  of  demand  for  loans,  and  the  charac^ 
teristics  of  students  who  would  use  loans.  The  resolution  of  the  allocation  of 
funds  and  subsidy,  and  the  resultant  definition  of  student  target,  must  be  done 
legislatively.  It  requires  that  action  be  taken  to : 

6.  Legislate  the  target  and  the  funds  needed  to  serve  that  target.  Assure  that 
adUiinistrative  actions  do  not  effect  a  change  in  the  target.  A  corollary  recom* 
mendationis: 

«.  Kestate  OB  goals  in  terms  of  the  legislated  target— the  enhancement  of  the 
education  of  that  target.  To  realign  the  program  to  the  appropriate  target  of  the 
moderate  income  student  requiring  a  loan  of  convenience: 

7.  Establish  the  program  as  a  loar.  program,  separate  from  the  direct  grant 
program. 

8.  Eliminate  needs  analysis  test.  From  the  legislative  action,  a  determination 
of  an  amotttit  of  subsidy  in  terms  of  a  differential  Interest  rate  (lower  than 
government  cost)  paid  by  the  debtor  will  be  made.  That  and  the  government 

should  be  the  only  elements  of  grants  or  subsidies  in  the  program} 

9.  Eliminate  loans  with  interest  waived.  To  prevent  the  program  from  shifting 
enrollments  away  from  jlnancially  smaller  schools  j 

10.  Prevent  schools  from  lending  directly  or  indirectly.  Administrative  prob- 
lems are  discussed  next,  because  they  are  significant  In  their  impact  on  funds 
availability  and  on  tlie  practical  accessibility  of  the  program.  Legislating  the 
target  and  the  funds  for  serving  the  target  should  include  provision  for  OB  budget 
to  accomplish  these  administrative  recommendations. 

11.  Stttdy  the  feasibility  of  paralleling  required  procedures  with  Installment 
loan  procedures.  t:*  * 

12.  Perform  a  paper  work  simplification  study  on  the  requirements  of  schools, 
students,  lenders,  and  OB  internals. 

13.  OB  simplify,  stabilisje,  and  make  uniform  throughout  the  Agency  Its  dealing 
with  and  requirements  of  banks  and  schools> 

14.  OB  systenuitisse  its  procedures  and  requirements  so  as  to  reduce  delay  in 
loan  approvals  nnd  claims  payments. 

13.  OB  provide  up-to-date  manuals  and  prompt,  clear  and  uniform  responses 
to  (iuostions  and  interpretation  of  policies.  * 

10,  OB  define,  in  operation  terms,  **due  diligence**  in  collections  and  loan  initia* 
tion  procedures. 

IT.  Require,  and  provide  training  for,  GSLP  specialists  at  each  lender. 

18.  Consider  a  means  of  establishing  a  blanket  guarantee  to  obviate  the  sub* 
mission  of  each  individual  loan.  '-^ 

19.  Promulgate  knowledge  of  contract  processors. 

The  problem  of  funds  availability  centers  on  the  unattractiveuess  of  these 
loans  to  banks ;  low  effective  yield,  high  processing  costs,  uncertainty  about  the 
governmeht*s  gimrantee,  illlquidity,  and  the  indirect  expense  of  the  cumbersome, 
confusing  dealings  the  banks  experience  with  HEW. 

The  solution  of  some  of  the  administrative  problems  will  affect  funds  avail- 
ability l)y  directly  increasing  the  profitability  of  these  loans.  The  administrative 
Improvements  and  clear  legislation  of  the  target  and  the  funds  to  serve  the  target 
win  significantly  reduce  the  indirect  unattractlveness  of  these  loans  to  the  banlcs* 

Several  of  the  recommendations  are  aimed  at  improving  the  effective  yield  of 
these  loans  to  a  level  that  at  least  allows  the  banks  to  break  even  on  them. 

20.  Remove  appearances  or  arbitrariness  in  effective  yield  calculation. 

21.  Request  bank  regulatory  authorities  to  consider  these  loams  ''guaranteed** 
in  calculations  of  liquidity  and  capital  adequacy. 

22.  Effect  a  mechanism  that  permits  the  toanks  to  borrow  on  these  loans  at 
treu^^ury  bill  rates. 

23.  Alternatively,  establish  yield  paid  to  banks  at  average  federal  funds  rate 
plus  S%. 

24.  Attewmtively,  permit  banks  to  borrow,  using  these  loans  as  collatei*al,  from 
the  social  security  funds  at  treasury  bill  rate}  and  to  sell  these  loans  to  the  social 
security  department  at  the  Initiation  of  the  payout  period. 

Collection  of  debt  incurred  from  now  on  Is  treated  as  a  problem  dlfferettt  from 
the  collection  of  the  present  debt  because  of  the  Intention  to  change  the  attitudes 
of  students  concerning  tlie  nature  of  Indebtedness.  The  prevention  of  schools  from 
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lending  activities*  and  tbe  dellnltlon  of  the  program  will  also  favorably  <>hange 
the  colleotion  problem* 
Student  attitude  will  be  changed  by  several  recommendations: 

25.  A  down  payment  and  routine  monthly  Interest  payment  should  be  required. 

26.  The  student  should  reaffirm*  at  enrollment,  his  understanding  of  the  loan 
contract  and  should  waive  legal  defense  relating  to  Infancy,  bankruptcy,  garnish- 
ment, and  priority  claims. 

27.  The  student  should  have  a  social  security  number  and  permit  It  to  be 
used  for  tracing. 

28.  An  exit  Interview  should  be  required. 

20.  Blieot  communication,  between  OE  and  the  student  should  be  established. 

SO.  The  grace  period  should  be  shortened. 

Several  suggestions  affect  the  posture  of  the  schools. 

31.  Disburse  funds  to  schools  in  proportion  to  education  received. 

32.  Consider  requiring  schools  to  partially  cosign  the  loan. 

33.  Consider  fining  the  schools  if  they  do  not  notify  the  lender  when  education 
is  terminated! 

34.  Consider  disqualifying  home  study  schools  from  the  program. 

35.  Publish  a  *'report  card**,  on  both  schools  and  lenders,  relative  to  drop  outs, 
delinquencies,  and  defaults. 

36.  Establish  bonuses  and  t>enulties,  for  lenders  and  schools,  based  on  default  . 
rates. 

To  eliminate  the  accumulation  of  future  overhanging  defaults  such  as  exist  in 
the  present  debt. 

37>  Establish  a  one  year  deadline  between  a  defined  knowledge  of  Incidence  of 
default  and  submission  of  claim. 

There  was  no  evidence  of  either  defined  policy  concerning,  or  functional  knowl- 
edge of.  appropriate  wllectlon  procedures  within  OB.  The  recommendation  is : 

38.  OE  have  a  study  performed  to  systematize  its  portion,  of  the  collection 
procedures. 

Requirements  of  the  collection  process  may  prevent  civil  service  from  hiring 
successful  collectors. 

80.  OE  should  consider  contracting  the  ongoing  collection  effort. 

The  loan  program  appears  to  be  a  form  of  **front  end**  social  security.  It  is 
the  use  of  funds  at  a  career*s  beginning  rather  than  end,  but  the  puri>ose  appears 
the  same.  If  this  logic  be  followed,  .    ,  "     ,  ^ 

40.  Social  security  will  buy  the  paper  from  the  banks  at  the  payout  period  and 
collect  it  by  incrementing  payroll  deductions. 

The  program  Is  straining  and  the  Integrity  of  students,  schools  and  lenders, 
ond  the  perceived  Integrity  of  the  government  is  also  suffering.  Specific  sugges- 
tions to  reduce  the  strain  on  integrity  have  been  incon^orated  In  the  suggestions 
relative  to  the  other  problems.  Of  particular  significance  are  thosj  concerning  the 
change  In  a  student*s  attitude  by  acknowledging  the  loan  contract,  making  a  down 
imvment^  and  making  monthly  Interest  payments;  the  deflnition,  legislation,  and 
funding  of  the  target;  and  the  modifications  and  clarifications  required  of  OE. 

11.  INTROWOWOJ^ 

This  report  Is  submitted  in  response  to  n  request  by  the  Honorable  John  Ottlnn, 
r.S*  Commissioner  of  Education,  to  the  Leadership  Activities  Committee  of  the 
Young  Presidents*  Organization.  Three  numbered  <!opies  are  submitted  directly  to 
the  Commissioner.  Each  team  member  also  has  a  copy. 

A.  ASSlONMfiNT  AND  I*n0Ct)DtJtttS 

The  Commlssiotter*s  charge  was  to:  ,  ,  ^ 

Appraise  him  of  the  views  regarding  the  Student  toan  Program,  as  held 
by  lending  Institutions,  schools,  and  borrowevs. 

To  discern  the  problems  as  related  to  these  views,  that  prevent  or  reduce 
the  effectiveness  of  the  program. 
To  recommend  solutions.  ^  ,  ^  ^  ^ 

The  team  avoided  analysis  of  OE  Internal  problems,  it  did  not  consider  state  pro* 
grams,  and  it  did  not  directly  interview  any  students.  , ,   ^  , 

The  team  met  and  was  briefed  by  OE  Staff  In  Washingtom  The  team  members 
then  met  with  and  correst)onded  with  their  assigned  mm  banks  atid  schools. 
Several  progress  meetings  were  held,  some  of  which  were  attended  by  OE  Staffs 


133 

The  Vonng  Previa''  Organization  wa»  founded  in  1050  as  an  educational 
association  (or  chle£  '  ^  atives  who  became  presidents  of  their  companies  before 
age40# 

With  a  membership  of  2,700  in  46  countries,  YPO  Is  an  International  organisa- 
tion. There  are  forty  YPO  chapters  In  the  United  States,  three  in  Europe,  live  In 
Canada,  and  one  each  in  Japan,  Mexico,  Korea,  Australia,  and  the  Caribbean. 

Young  Presidents  head  companies  in  nearly  every  kind  of  business  activity-- 
manufacturing,  finance,  housing,  transportation,  communications,  foods,  te^ctiles, 
construction,  and  many  technological  and  management  services.  Many  haU^,  ad- 
vanced  degrees  In  I^aw,  Engineering,  Business,  Economics  and  Science. 

Other  than  age^  the  principal  criterion  for  membership  is  number  of  employees. 
tn  YPO  companies  this  number  ranges  from  the  minimum  of  50  up  to  40,0fta  The 
gross  sales  ciiterla  for  membership  vary  for  different  types  of  business.  Presently! 
sales  range  from  $2.0  million  to  over  $1  billion.  Members  are  required  to  retire 
from  YPO  at  age  40.  m 

The  educational  and  idea  exchange  programs  of  YPO  oflfer  young  cmt  execu- 
tlves  a  broad  array  of  business  and  general  topics.  Using  the  seminal^  concept 
as  the  baste  pedagogical  technique,  YPOers  are  exposed  to  noted  authorities  In  the 
fleldti  of  business,  public  affairs,  the  arts,  and  personal  development. 

The  members,  therefore,  form  an  extraordinary  and  unique  reservoir  of  pro« 
fessional  managers  who  combine  knowledge  of  latest  theory  with  an  under- 
standing  of  practical  Implementation. 

C.  LBADCmSHIP  ACTIVITIES  COMMXTTtiGi  <LAC) 

Consistent  with  the  purpose  of  YPO— **To  help  Its  members  become  better 
presidents  through  education  and  Idea  exchange**— Leadership  Activities  focuses 
on  the  relationship  between  business  and  the  society  within  which  It  operates.  Rec- 
ognising that  problems  of  the  society  effect  the  business  environment,  It  Is,  there* 
fore,  good  business  and  enlightened  management  to  understand  this  relationship 
and  become  Involved.  Accordingly,  LAO  provides  an  opportunity  for  the  YPOer 
who  wishes  to  learn  how  he  can  most  effectively  use  his  time,  talents  and  resources 
in  understanding  and  solving  the  problems  of  society.       ^   ^        .    .  ,i 

LAO  is  predicated  upon  "Individual  action**— YPOers  who  become  Involved  la 
community  activities  do  so  as  Individual  businessmen,  rather  than  under  the 
auspices  of  YPO.  Therefore,  LAC  may  support  a  wide  variety  of  activities  Without 
becoming  publicly  Involved  In  programs  that  may  be  controverslaH,  even  among 
its  own  membershlpi 

Di  DXSOtAIMGin 

It  must  he  emphasised  that  the  views  expressed  herein  are  those  of  the  in* 
dlvlduals  comprising  the  Task  Force}  those  views  are  neither  supported  nor 
opposed  by  the  Young  Presidents'  Organlsiatlon,  since  YPO  1^  an  international 
organlfisatlon  which  eschews  any  position  on  any  public  issue. 

K.  A.  Llfson,  Team  Leader,  is  the  chairman  of  Llfson,  t/llson,  Perguson  & 
Winlck,  Inc.,  the  general  management  consulting  firm  he  founded  in  1964.  The 
practice  of  the  firm  indues  consumer  research,  operations  Analysis,  personnel 
psychology.  Information  management  and  corporate  strate^J^.  The  flrm*s  clients 
Include  many  major  regional  banks  and  the  firm  has  Worried  for  educational 
Institutions.  Mr.  Llfson  has  an  undergraduate  engineering  de^gree,  an  MBA,  and 
a  Ph.  D.  in  industrial  psychology.  Offices  TfllO  LB  J  BVeewtry,  Suite  S^,  Dalla^^^^ 
Texas  tn240,  (214)  23-6661.  Home  s  10860  Strait  Lane,  Dalks,  Texas  76220,  (214) 

James  V.  Coleman  Is  chairman  of  the  board  and  president  of  Colemtin  American 
Companies,  Inc.  Coleman  American  is  a  cateer  educatltA  company  providing 
products  ftnd  services  to  adults  in  the  United  States  and  throughout  the  wertd. 
Mr.  Coleman  Is  chairman  of  the  board  of  Central  State  Bank  of  ttutchlnson, 
Kansas,  and  preyldent  of  Central  Kansas  Bankshares,  Inc.  He  attended  the 
University  of  Kansas  at  liawrenee  where  he  majored  Iri  bU#GSB^admlftlstratlon. 
Office  i  8485  Broadway,  Kansas  City,  Missouri  04111  {  (810)  7D(M)400.  Home :  810 
West  10th  Street,  Hutchinson,  Kansas  6T601,  (810)  60^01(14.  ^  ^  ^ 

B.  B.  Elklns  is  president  of  Blklns  Institute,  one  of  the  largest  private  voca* 
tlonal  school  chains  in  the  United  States.  The  school*s  curricula  includes  various 
electronics  courses,  professional  photography,  radlo^broadcastlng,  drafting,  and 


134 

other  subjects.  Mr.  Elklns  bus  a  bachelor  degree  in  electrical  engineering.  He  is 
an  active  member  of  the  "National  Association  of  Trade  and  i:technical  Schools, 
the  approved  accrediting  agency  for  private  trade  and  technical  schools.  In  his 
executive  capacity  at  BlUins  Institute,  he  has  administered  the  government  loan 
program  as  a  lender.  He  has  worked  closely  with  banks,  finance  companies,  and 
other  financial  agencies  in  securing  federally  insured  student  loans  for  many 
Klklns  Institute  students.  Ofilce:  mi  Inwood  Koad,  Dallas,  Texas  75285,  (214) 
857-4001.  Home:  5320  Pebblebrook,  Pallas,  Texas  76220,  (214)  601-6568. 

Douglas  P.  Fields  has  been  president  of  TPA  Industries,  Inc.,  since  he  founded 
it  In  1960  and  of  UNMET  Corporation  since  he  founded  it  in  1070.  These  firms 
distribute  steel  and  building  materials.  Mr.  Fields  majored' in  management  and 
finance  at  Fordham  and  has  a  Harvard  MBA,  He  has^'been  active  in  student 
affairs  as  president  of  student  government  as  Fordham.  Ofllce ;  122  East  42nd.  New 
York,  New  York  10017.  (3127  972-1510.  Home:  1040  Park  Avenue,  New  York, 
New  York  10028,  (212)  860^000. 

Oalvln  B.  Hemphill  has  been  the  executive  director  of  Hemphill  Schools  since 
1052.  Hemphill  Schools  is  principally  a  home  study  organization.  Mr.  Hemphill 
is  president  and  trustee  of  the  National  Home  iStudy  Council  and  holds  member- 
ship in  the  International  Council  on  Correspondence  Education  and  the  European 
Home  Study  Council.  He  holds  a  bachelor's  degree  in  business  and  public  ad* 
ministration.  Ofllce :  Durango  365, 6^PIso,  Mexico  7,  P.F.,  (005  )  633-«7-20.  Home : 
Prlvada  Tanforan  10,  Mexico  10,  D.F.,  (006)  580-23-00. 

G.  J.  Manderfleld  is  president  of  the  Bank  of  Virginia  and  a  director  of  several 
other  banks  in  Virginia.  He  education  includes  a  degree  in  civil  engineering 
with  additional  education  at  the  University  of  Virginia  School  of  Banking.  Mr. 
Manderfleld  has  been  assooiated  with  the  bank  since  1058  and  president  since 
1062,  OIHce :  Bank  of  Virginia—Potomac,  Oni*  Skyline  Center.  5205  r^(»sburg  IMke, 
Falls  Church,  Virginia  22041,  (703  )  760-7555.  Home!  1008  Swan  Point  Road, 
Woodbridge,  Virginia,  (703)  404-6776. 

Daniel  Rose  is  a  partner  in  Rose  Associates,  n  real  estate  developement  and  con* 
struction  flrm  active  in  a  wide  range  of  both  conventional  and  government 
nanced  housing  programs,  as  well  as  commercial  and  industrial  development 
and  management.  He  Is  active  on  ninny  civic  boards  and  commissions.  Those  re- 
la  ting  to  education  include  the  Horace  Mann  School,  the  Police  Athletic  League 
of  New  York,  the  New  School  for  Social  Research,  the  YMHA  and  YWHA  of  the 
Bronx,  and  the  American  Technion  Society.  His  intucatlon  includes  Yale,  the 
Sorbonne,  and  Syracuse  with  majors  in  arts  and  languages.  Office:  620  Fifth 
Avenue,  New  York,  New  York  10017>  (212)  086-1700.  Home:  805  Park  Avenue, 
New  York,  New  York  10021,  (212)  861-1217. 

Raymond  J.  Dee  is  the  administrator  of  the  Leadership  Activities  Committee 
within  the  headquarters  of  the  Young  Presidents*  Organisation.  He  initiates  and 
maintains  a  broad  spectrum  of  public  service  involvement  projects  for  members 
on  an  international,  national,  state  and  community  basis.  Before  joining  the  YPO 
staff,  Mr.  Dee  served  for  four  years  as  the  executive  assistant  to  the  president 
of  an  Eastern  University.  His  undergraduate  major  was  in  Bngish  and  social 
studies,  and  he  has  a  Master  of  Arts  in  English  Literature  from  I'atrlelgh* 
Dickin.^on  University.  He  is  currently  a  doctoral  candidate  at  New  York  Univer- 
sity. Ofllce:  201  East  42nd  ^Jtreet,  New  York,  Now  York  10017,  (212)  867-1000. 
Home:  (201)  744-0040. 

r.  t^tipom  ottOANisiAaibN 

The  report  Is  orgnntsied  in  response  to  the  CommlHstoner^s  threGMmJ*t  assign, 
ment.  Chapters  lit  through  VHl  are  the  reports  of  the  views  of  banks  and 
schools  I  Chapters  IK  through  XIV  are  the  problems  and  solutions  as  seen  by  the 
team.  Some  of  the  narratives  may  appear  repetttlous)  but  all  of  the  viewpoints  are 
important  and  were  included,  t^orty  speclflc  recommendations  are  summarlsied 
in  Chapter  I,  Two  of  the  team  members  submitted  systemic  recommendations 
and  these  are  included  In  appendices. 

III.  Vi£^ws  0^  Bakks 

Several  members  of  the  Task  Vim  had  discussions  and  correspondence  with 
ofllcers  representing  banks  with  which  they  were  personally  familiar.  The  com* 
ments  are  representative  of  the  attitudes  of  both  policy  level  and  admlnlstratton 
level  nflk'efs  from  hanks  amm  tbe  mmtvy  In  the  asset  ranee  of  .$100i000,0rt0 
to  billions  of  dollars,  with  most  of  the  banks  ranging  in  the  largest  100  in  the 
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country  Figure  A  shows  the  location  of  these  banks.  No  contacts  were  made  with 

'•^^.K'e IT^^^^^^^^  SS^^aTcteln  tables  are  Included  that  represent 
43  responses  which  were  in  a  format  that  could  be  tabulated, 

A.  uBAsoNS  Fon  mm  in  thb  prooham 

Banks  originally  entered  the  program  feeling  that  It  was  an  additional  way 
they  coSldsSirtLlr  market  (both  the  needs  of  their  present  cwstome^  a^^^ 
thrattractl^  of  potential  customers).  There  was  also  a  considerable  feeling 
t  at  tl  ftf^^^^^^  assets  m  this  way  was  in  the  public  interest.  They  wenU  the 
progS  current  profltaWUty  was  not  the  rationale.  Table  1  shows  the 

advantages  that  banks  spontaneously  mentioned. 

TABLE  I.'-IIEASONS  FOR  BEING  tN  THE  PROGRAM  ^ 

Adv^antageous  Disadvantageous 


Potonllal  cuslomofs  •   13  o 

Public  good*  .-.,...-.   ji  o 

Serve  present  customers  ^  *  5  2 

Image..   *  *   3  1 

Deposits  of  schools  *   2  20 

Profit  '   . 


ERIC 


'iMie  "(Usiulvnntageous"  flgures  In  Tuble  1  iiullciite  jvhcre  banks  feel  thnt  these 
ndv  intuS  they  S)S  hiive  not  come  about.  The  "diBadvantugeous"  20  for  the 
Sit  mttfvr?ei.rS    the  unsolicited  comments  of  20  of  the  banks  that  these 

»W?  t  the^  a^^^^^^      that  the  student  loan  i>rogmm  serves  two  lujyortant  func- 
tloiw  •  hat  of  I myroved  customer  relations  with  our  present  customers  and  a 
L  'e[.  of  yotent    fS^^  customers.  IMiose  Institutions  supporting  this  prograni 
S  wwlfffor    s       work  force  and  a  eontinuathm  of  the  ^onom> 
41!  uStlve  live  fesponses  under  potential  customers  are  typified  by  the  fol- 

*"'?.Su  nSfSnvlncfed  that  there  is  any  particular  advantage  to  any  lending  in- 
stitution 5  ««aklng  these  loans.  It  has  been  said  that  these  loans  represent  the 
S  Srn  of  the  future'  but,  given  the  mobility  of  young  people  in  this  day 
aiHl  aue  there  Is  little  evidence  to  this  point  that  graduates  have  returned  to 
rbiJstnesrwlth  tl  e  banks  that  handled  student  loans  for  them.  There  is,  1  sup- 
tse'SiSc  relations  benefit  but, 

ni'ca  has  been  so  low-key  that  this  benefit  Is  of  little  conseduence. 

"At  he  time  We  participated  In  this  progranj,  we  required  In  aceout.t  be  opened, 
however,  ti  e  majority  of  the  accounts  were  very  low  balatices  and  swm  closed.' 
With  reg  ml  to  the  Image  factor  the  following  comment  is  typical ! 
5lal»S TeimtatLn  in  the  community  a»  a  civic  minded  orgatilaation.  Poten- 
tlnl  of  developing  new  business  with  the  customers  of  tomorrow. 

Some  of  the  comments  were  more  the  avoidance  of  a  negative  Image,  rather 
than  the  erea  tlou  of  a  f a vora  ble  one. 

11.  Vixm  POtt  ONOOINO  WtOORAM  PAttWOlPATlOM 

Very  few  Institutions  arc  aggressively  In  the  program.  Most  of  them  are  In  it 
%Vbfe  a'stt  the  comments  about  the  Intentions  of  the  23  banks  who  volun- 

lust  liave  not  set  a  definite  policy.  The  synthesis  of  their  comments  Is  as  follows  i 
^      Srt^red  tL  S  on  the  basis  of  Improving  services  o  our 

tnaXt  iiMl  partially  for  the  good  of  the  public.  We  are  dubious  about  the  ad- 
vantage"  the  ma ii^4et  place.  We  know  the  loans  are  «nprofltable  and  dainnge 
mttf  llmridltv!  and  we  feel  that  as  lon«  as  we  are  dolfig  this  for^the  good  of  the 
public  (at  the  stro»»«  request  of  the  govei'f»ment)  that  we  are  enduring  uncalled' 
for  cosfrantl  lrritati»)n  because  of  the  way  the  government  Is  adniinlsterlng  the 
program  i  Inordltiate  amount  of  paper  woi'k  i  actual  delay  atul  perceived  proerastl* 
iiK  III  payment  of  claims',  lack  of  definition  of  due  diligence  In  collections; 

9^-  1  'jt  ' 
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rumored  requirement  for  ^♦duo  diligence**  U\  lending  (If  we  indeed  exercise  It 
we  wo\dd  not  make  my  loans  of  this  kind)  j  confusion  within  the  Office  of  Edu- 
<?»tjpn    to  regulations ;  and  low,  uncertain  and  arbitrary  yield. 
This  is  a  direct  quote.; 

"Many  of  the  banks  would  participate  in  the  program  or  increase  their  par- 
ticipation at  no  profit,  in  the  interest  of  the  public  good,  if  only  the  government 
would  cooperate.  The  lack  of  cooperation  i«  experienced  in  frustration  in  poor 
coordination  and  communication  from  HEW  and  a  perceived  lack  of  coordina- 
tion of  HEW  and  other  agencies  and  frustration  by  the  government's  unwilling- 
ness to  pay  offlts  guarantee." 

C,  HAKDtIKO  COSTS 

Nine  of  the  banks  felt  they  knew  their  handling  costs.  Table  8  shows  them  in 
terms  of  percentage  of  outstandings, 

Table  2.^Planned  mlditlon  to  QSLP  portfolio 

Number 
of  hankB 

No  definite  limit   6 

Maintain  present  level  «  I  6 

Present  customers  only  ^   ^  l^SSl  6 

No  more       ^-^•♦-^  —  7 

TAUt^a.'--HandHngcoste8Hnmte9 

Costof  percent  of  outstanding  loan;  o/Tanka 

1  to  1.9  ^   2 

2  to  2.0.   1 

3  to  8.9  ,   1 

4  to  4.0  u  «   5 

•Several  banks  will  administer  loans  for  other  lenders  on  a  contractual  basis. 
The  fee  schedules  are  approximately  summarissed  below. 


Setup 

Per  month 
through 
erace  period 

Per  month, 
payout 
period 

Bank  *'A^......  

Bank  **c^..:"-:.;:!;!!;;!!::i;;;::;;r 

$o.ds 

i.40 
.60 

$1.46 

a  20 

1.50 

i  Extra  ehatjss  for  qusrlet  and  collection  efforts, 


Bnnk  "A"  guarantees  due  diligence.  The  nddltionnl  Hees  churged  by  Bank 
would  appear  to  make  tlieir  contract  more  expensive  than  the  othetf  two. 

We  have  ttatislated  the  monthly  fee  during  the  payout  period  to  a  percentage 
of  outstandings  by  assuming  that  the  average  loatj  is  $lloO  and  that  In  onehalf 
of  the  Instatices  several  loans  are  eotisolUlated  for  a  student,  llie  percentage 
of  annual  fees  to  outstandings  will  be  between  2  and  214  percent. 

We  have  attenjptcd  to  translate  the  dornmnt  charges  and  the  eoiitract  set-up 
charge  and  the  set-up  charge  the  bank  incurs  Into  a  percentage  of  outstandhigs 
during  the  dor^imnt  period.  Ush»g  a  figure  of  $30  of  lii-bank  costs  and  .$1100  m 
loan,  this  works  out  to     to  2%  percent. 

^  Comparhig  these  figures  to  those  reported  in  Table  3,  It  Is  evident  that  the  banks 
either  linve  a  mlsiwrceptlon  on  the  high  side  or  are  attributing  a  great  deal  of 
expense  to  the  getieral  "dealhigs  with  the  government"  Itivolved  In  these  loans; 
review  of  tieeds  analysis,  reporting,  arguing  about  claims,  training  personnel, 
etc. 

While  Table  3  only  reports  ot»  nine  banks  who  offered  specific  figures,  many 
other  (.Hdumetits  cati  be  summarlaed  to  the  effect  that  these  loans  are  two  or 
three  tlau-s  more  expensive  to  administer  than  regular  Installmetit  loans. 

As  a  luutter  of  cf)mparlsoti,  many  large  banks  administer  Installment  loans 
°i'L*'^A""^lr"J''^  0^  a  set-up  charge  of  .$.8S  to  $1.00  and  a  monthly 
fee  of  .|.20  to  |.30.  Ihe.'sii  charges  do  not  hidude  at»y  noti-eomputorlJied  collection 
effort.  Inotdetitally,  the  cost  per  collection  effort  (other  tlian  a  routine  completely 
generated  by  a  computer),  for  exatnple,  a  telephone  call  or  atiy  kind  of  investlga* 
tioti,  has  n  mhilmal  cost  of  about  $6.00  per  itistance. 
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wjSt^fl^/*  M^^,*°  yi®^'^  required  to  bring  theau  loans  In  Une  with 

routinely  uvnilnble  lending  opportunities.  Table  4  shows  a  tabulation  on  20 
onnKs  who  responded  i«  qimntittttlve  terms. 
Ihe  present  bonus  arrangement  on  the  yield  Is  regarded  l».v  the  banks  as 

a"„'S!,1r:' H'I'",/"  "'^-^         "^^^  to  dem  with  al  Slmin 

jieid,  and  they  do  not  believe  the  bonus  is  set  on  an  objective  basis, 

Table  i.-^-ltequirea  ykU  for  this  type  loan 

Percent  yield!  offA 
10  to  n«_„„.«.„.„__>„^_„_^ 

U  to  12  Ill  1 2. 

12  to  13— .  ,  ,  .  I  ■  "   5 

13  to  14  >  ^  Z  " —  S 

14  to  15  z.^         " —   y 

15  to  10   i 

10  to  17   X 

17  to  18  V-  1  2 

E.  BANKS'  PROBtBMS 

banks*werMm\ng"'""°  °'  unsolicited  comments  about  problems  that  the 
««K/*'K"")  Table  6,  much  of  the  paper  work  seems  meaningless  and 
S«fi*.°„  *  I®  ^"i*'*** '  V^^^'^  "^"^^  t''"*  would  be  useful  toThem  aame  y 

communication  from  the  schools  regarding  the  borrower's  termination,  s  not 
being  provided,  creating  inordinate  problems  in  finding  the  delinquent  borrowS. 
E'l^^^i^"'^*  accentuated  by  the  mobility  of  students  and  theTlay  in  knovf 
SSf 'fh?*'"  ^^^t  ^^"^1%  t  etlnquent.  TMe  fact  that  claims  payment  is  slow  has* 
meant  that  effective  yield  is  wdueed  even  below  the  nominal  yield  because  of 
ffel'l'i.^!'}?!^*'* a  non-eamlng  manner.  The  feeling  about  "not  all  are  taking 
nC"^™^  fi^l"l^  acknowledgement  that  they  are  doing  this  for  the  public 
good  and  are  willing  to  do  it  for  their  own  customers,  but  that  they  experience 
resentment  when  the  customers  of  other  lending  institutions  in  their  community 
demand  that  they  be  granted  these  loans.  This  feeling  is  quite  strong. 
on'iHi^**''  lif^^^?  t'an'*^  experience  involves  the  assignment  of  someone  to 
administer  these  loans.  Generally,  this  assignment  Is  given  to  a  very  Junlw 
Iierson  or  a  management  trainee  who  remains  In  the  positions  through  one  season 
nnd  a  great  deal  of  training  and  re-tralnlng  most  take  place  each  year. 

Tablb  S.-^Pfoitems  of  banks 

ifumherofhank$ 

Problem  categories:  V^a? 

Paperwork  — —  ^  ik 

Locating  students^—   I^imi""  I     — — — 

(Halms  payment  slow  — — '  "  """" o 

Not  all  taking  share-..  ^ — — —  a 

Cost  of  collection— /""I    "*  """""""  g 

Schools  confused-  ^  u"'  " » 

Length  of  commitment-.--  „  „  —  ^ISZIUZZI  2 

«l? ?  n»'^^^""  WAS  ment»  ,iied  in  conjunction"  with  colteetTons"  paper 
work,  and  claims  payment,  was  the  definition  of  "due  di'igence."  This  prolSem 
deserves  especial  mention,  as  the  feeling  is  Very  strong  thaUheWce  of  Sue™ 
tlon       define,  operationally,  "due  diligence  in  collecting." 

If  the  lack  of  yield  and  administrative  problems  were  not  enough,  the  problem 
engendered  by  the  lack  of  definition  of  "due  diligence"  and  the  lack  of  ?alth'ltt 
the  government  Insurance  Itself,  which  partially  derives  from  this  lack  of  deflnl- 
tlon,  would  be  enough  to  stop  us  from  making  a  federally  Insured  loan.  We  have 
consistently  turned  in  what  we  consldere<l  "guaranteed''  loans  and  have  gotten 
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tfuamntee  nlaced  ca  it  before  the  student  got  out  of  class,  and  every  other  excuse 

S.X1SW»         ><««  ""i" 

have  tills  incentive.  ,  ^«»«^««m« 

p.  VIEWS  OP  SWDfiNTS 

The  banks  offered  some  comments  about  the  attitudes  of  students.  These  are 
tabulated  as  Table  6. 

aa&W^^^^  and  in  some  instanc^^^^^^^^^      «eems  to^e 

that  these  loans  are  a  legislative  right  rather  than  a  privilege. 

TABtB  6.— Banfca  cmmenta  aiout  students 

Ko*ofhanhB  . 
BpontamouBW  tnenUoning 

Category*.  *^  5 

Good  comments   g 

"Demanding**  r  " — g 

Naive  a»gardlng  repayment   2 

Bankruptcy  taking    1 

founds  misused    g^i********^ •••••••••••••••••••♦••»*"*••••'•"••"•"*••'*'***'****"'***'****'***'**"" 

"It  seems  that  the"lo"an  is  seldom  explained  to  the  student,  ^e  studen^^^^^^ 

cases,  results  in  default-important  matters  in  the  eyes  of  a  lender. 

"It  has  been  our  unfortunate  experience  that  many  (I  would  say  most} 
studLsseeSgth^^^^^^^^ 

there  are  many  experiences  of  resentment  when  a  loan  has  W 

"Str  contacts  w  th  students  have  always  been  good,  '•^^^e'i;  ^"i^de  sometto^^ 
has  been  rather  demanding,  but  this  has  not  been  a  problem.  My  concern  Is  the 
Sftlt  Se  that  SfaS^^^^^  at  payout  time,  or  when  thi«g«  8^^^^^^^^ 
and  more  a  laclc  of  concert!  on  their  part  regarding  repayment  P^""J"^^^ 
mativ  win  not  even  return  letters  or  phone  calls.  I  think  both  the  banks  and 
SL  "Ld  to  eVhas^^^^^  that  these  are  »oanfl.  not  wants." 

"St  of  the  suS  we  have  dealt  with  are  very  sincere  In  thelif  desfre  to 
get  a  higher  edSSn.  BecaSse  of  this,  their  attitudes  are  very  good  and  the 
risk  Involved  In  gwintlng  them  a  loan  Is  mlnlmli^edr    ,   , ,      ^  ^  .  *u..m4.  ur.^ 

Suslon  i        the  biggest  ptohlem.  «2|<^Uf,rwWhSJ^^^^^^^^ 
+/I  miiiihiistpr  the  nroeramj  the  students  are  confused  about  what  tney  can  get 
indt?the  iSgmui  i  a^^^^^  the  banks  are  confused  abo«t  how  to  apply 

thelrVround  rules  ^0  the  program.  Specifically,  many  schools  the  same  anal- 
«ttju  +hnf  thpv  us^  on  their  wantS'ln-ald  pro^rram.  Based  on, this  program  they 
SakfreUSeffitS^^^^^^^^  lnVt«tlon  which  !«  t««i  jl^S' 

to  overrWe  the  school.  Also,  the  financial  Institution  Is  reluctant  to  split  loans, 

J  StlS  words^  Sakliig  part  of  the  loan  subject  to  the  student  loan  PlogvmmA 
tt  sgS  of  the  loan  a  personal  loan.  1  am  sure  there  are  many  oCher 

SotSM  K  hut  time  and  space  do  not  permit  us  to 

elaborate  on  them  In  detail." 

IV.  im  SdttOOtS  AIS  tfiNOtstid 

Alrtjoiitth  8om<>  schools,  with  slaeable  flnanetal  tesources,  have  used  their  own 
fu5drso"a5  toKcSeTmfis  iinder  the  08Lt»  P  W,  the  consensus  of  opinion 
of  school  administrators  Is  that  schools  should  not  be  lenders. 

'™o»>ly  school  that  can  exist  In  this  environment  are  those  who  havej^^^^^ 
corporatlotis  that  are  large  In  slae  and  therefore  can  wield  a  big  enough  stick  to 
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cause  banks  to  lend  enough  money  to  bridge  the  gap,  and  this  causes  an  extremely 
unfair  situation  for  srimUoi  dchools  or  even  large  schools  who  do  not  have  a 
parent  corporation." 

"Schools  are  simply  not  banks  and  there  is  no  way  to  make  them  banks.  They 
do  not  have  the  collection  procedures,  they  do  not  have  the  money  to  lend  out, 
and  tliey  do  not  have  the  expertise  necessary  to  perform  the  function  of  a  bank 
or  other  lending  type  institution.  The  major  problem  comes  when  a  school  over- 
extends  itself  in  tlie  lending  field  and  then  cannot  'bridge  the  gap'  until  the  cash 
flow  begins  to  come  in.  Compound  this  with  the  lack  of  a  valid  guarantee 
[reference  is  made  to  the  perceived  unwillingness  of  the  government  to  honor 
claims,  the  vagueness  about  due  diligence  In  collections,  and  the  rumored  require* 
ment  for  documentation  of  due  diligence  lending]  and  the  fact  that  as  schools 
grow  the  gap  gets  bigger  and  schools  that  are  lenders  are  doomed  for  failure." 

A.  PBOBtEMS 

Some  of  the  other  problems  of  lending  Institutions  are  accentuated  when  the 
seliopls  become  lenders  (particularly  the  smaller,  Independent  schools,  both  trade 
and  technical  and  smaller  colleges) :  » 

The  paper  work 

The  need  for  trained  personnel 

The  low  yield 

The  confused  and  conflicting  Interpretations  from  HEW 
The  lack  of  current  procedural  manuals 
The  delay  In  receiving  payment  on  claims 
The  cash  flow  situation 

«.  At AONIPIEt)  UPPfiCT  ON  SMALtER  SCHOOtS 

The  cash  flow  situation  iwirtlcularly  hurfag  the  smaller  tndeiMident  schools 
and  colleges,  It  Is  difficult  for  them  to  use  the  paper  as  collateral  because  of  the 
growing  increduloustioss  about  the  government  guaranty  and  because  there  Is  no  . 
legal  way  for  the  school  to  market  the  imjier  at  a  discount.  In  Instances  where 
schools  have  used  this  paper  as  collateral,  their  balance  sheets  have  been  de- 
graded by  the  offset  of  long  nmturlty  assets  with  short  term  Indebtedness. 

The  effect  Is  tlm  the  program  has  become  a  windfall  for  those  schools  who 
cither,  through  their  own  assets,  or  through  the  assets  of  sister  corporations, 
can  fund  the  loans.  This  acts  to  the  detriment  of  schools  who  are  not  In  this 
situation :  they  are  caught  between  the  trap  of  trying  to  fund  the  loans  and  the 
comiwtltlon  from  those  schools  who  can  do  so. 

C.  WlIOtESAtU  PAPm\  INDIttECf  tllNDlNO 

More  win  be  snid  about  the  effect  of  the  ''straining  of  Integrity**  but  It  should 
be  mentioned  here  that  the  Integrity  of  both  the  banks  and  the  schools  affiliated 
with  large  cortioratlons  Is  strained  by  the  persuasive  efforts  of  the  corporation 
In  getting  the  banks  to  accept  this  paper.  Another  straining  of  Integrity  occurs 
when  the  schools  are  the  lenders  since  schools,  particularly  home  study  schools, 
are  tempted  to  make  early  examinations  so  easy  that  the  students  pass  and  nay* 
ments  are  forthcoaUng. 

It  Is  apparent  that  the  Incentives  operating  to  become  a  lender  are  quite  dif- 
ferent for  schools  than  they  are  for  banks.  The  schools  can  accept  a  low  yield/ 
high  risk  loan  because  of  the  marginal  proiltablllty  represented  by  the  tuition. 
What  occtirs,  of  course,  Is  that  the  student  pays  a  higher  tuition  and  the  govern- 
motit  Is  subsldi55  ng  the  proiltablllty  of  the  school  rather  than  the  education  of 
the  student.  It  Is,  therefore,  the  conclusion  that  schools  should  not  be  leaders 
In  this  program. 

Here  is  a  quote  from  one  respected  president  of  a  proprietary  school  with  large 
financial  resources ! 

»*The  nmjor  effect  on  schools,  of  course,  is  Its  financial  Impact,  j^hort-ntn.  the 
program  Is  a  fli»anolal  shot  In  the  arm*  But  unless  very  prudently  handled,  it  is  a 
dangorous  inmM  of  financing,  lliere  is  an  obvious  negative  Impact  in  the  market* 
place  when,  because  of  pro-rata  requirements,  the  school  must  grossly  infiate  Its 
m  ItHjson  prices,  downgrade  Its  educational  materials,  or  a  combination  of  these. 
The  obylmis  eventual  effect  on  schools  Is  to  price  themselves  out  of  the  itiarkefc 
or  so  deter  orate  their  educational  programs  as  to  make  them  educationally  * 
worthless,  t  nfortufmtely,  those  of  us  who  choose  to  Ignore  n^h  and  Its  ImpUca- 
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tlons  for  tlie  long  raiigo  good  of  tlio  industry  may  wind  up  boliii?  tavrod  with  the 
same  brush  us  wUl  Im)  those  institutions  whoso  default  rates  or  poor  quauty  of 
program  eventually  put  them  out  of  busluo$$/* 

V.  YlVAVB  OV  COT.I.EOKS  ANU  rNIVKUSlTIKS 

Serious  reservations  and  concerns  al)out  the  operation  of  the  Federal  Govern* 
nient*.s  Gmiranteed  Student  Loan  Prograiu  were  expressed  by  virhially  all  of 
the  senior  collegitite  financial  aid  officers  interviewed  in  the  course  of  the  present 
study,  The  areas  ot  concern  centered  on  the  basic  philosophy  of  the  program  as 
well  as  on  the  mechanics  of  operation, 

Partidiiating  in  tlie  confidential,  in-depth  interviews  were  directors  and  senior 
staff  of  a  w;de  variety  of  four  year  colleges  and  universities  ranging  from  the 
largest  to  the  smallest  in  tlie  State  of  New  YorU  and  in  New  Jersey;  attitudes 
of  several  New  Yorlc  metropolitan  area  independent  junior  colleges  were  also 
sampled. 

A,  NEEDS  ANAtYSIS 

Although  all  respondents  were,  of  coiu'se,  fully  committed  to  the  concept  of 
massive  federal  aid  to  post-secondary  students,  the  consensus  felt  conceptually 
that,  on  the  one  hand,  grants  rather  than  loans  were  realistically 'required  by 
the  lowest  Income  segment,  while  on  the  other,  that  the  current  Needs  Analysis 
was  eiTectlvely  screening  out  from  the  loan  program  a  great  many  credlt-worthy, 
middle  income  students  who  badly  need  a  "loan  of  convenlenco**  to  i)ermit  them 
to  pursue  their  studies,  Smaller  schools  in  particular  felt  forced  to  actively  re- 
cruit poorer  and  less  capable  students  since  tiiose  students  unallfled  for  larger 
aid  packages,  Some  schools  felt  that  the  quality  of  education  at  their  institution 
had  been  diminlslied  by  the  effects  of  GSLP  and  the  needs  test, 

B,  EPFECrr  ON  INSTITUTXONS 

• 

Independent  Junior  colleges  in  particular  felt  the  impact  of  the  "needs  analysis" 
reqtiirenient.  Middle  class  students  who  have  historically  formed  the  "nmrket** 
for  both  Independent  junior  colleges  and  smaller  four  year  liberal  arts  colleges 
oxiwrienced  dUliculty  In  obtaining  federally  insured  student  loans,  All  too  fre- 
(luently,  it  was  felt,  these  students  turned  to  large  and  inexi)enslve  public  in- 
stitutions (both  state  supported  colleges  and  eominunity  colleges)  for  their  edu* 
cation.  The  GSLP  was  seen  as  an  addltioiuil  force  generating  an  ever  larger 
market  slmre  for  public  education  at  tlie  expense  of  small,  and  often  more 
diverse,  iiistitutioiis. 

'l*hus,  while  OlO  loan  policy  allocates  .$10  of  student  assistance  for  every  $1 
of  Instltutioiml  support*  the  actual  policy  outcome  of  the  program  is  effectively 
Instlttitioiuilly-based  because  economic  factors  do  not  permit  iiideiHjndent  or  non- 
afflliatod  schools  (colleges,  junior  colleges,  twide  and  technical  schools,  and  busi* 
ness  and  secretarial  schools)  access  to  ^tnids,  Smaller  educational  Institutions 
art;  squeesied  out  by  factors  which  do  not  atiect  larger  economic  institutions, 

0.  rnoBtEMS 

From  an  operational  standpoint  several  major  dlfllcultles  in  the  GSLP  were 
observed : 

(1)  Tlie  application  and  processing  machinery  was  unnecessarily  cumbersome, 
csiuHiially  wiien  coiiipare<l  witii  that  of  other  federal  programs  such  as  NDSL. 

(2)  Kepaymetit  collection  efforts  were  inadequate, 

The  accrediting  and  control  procedures  of  participating  scliools  (esi)e* 
clally  proprietary  ones)  were  in  need  of  tightening. 

(«)  i^'requeiit  changes  in  OE  directives  an  doperatlng  procedures  caused  wide- 
spread confusion  in  tlie  administration  of  the  program.  Ambiguities  of  federal 
doliiiltioiis  (regarding  veterans,  intlependent  versus  dependent  students,  etc.) 
added  to  this  confusion. 

(o)  Lack  of  traliKKl  flimnctal  aid  officers  especially  among  the  smaller  schools 
nui(l(»  udmlnlstratloti  of  federal  loan  packages  eNtremely  dllticult. 

Sehof)lM  experienced  dlfllcultles  in  tdunnlng  since  they  could  not  predict 
wltli  any  accuracy  the  total  aiitlcli)ated  aid  package  for  students.  Contradictory 
requirements  among  the  major  student  aid  i>rogrnnis  often  nmde  this  packaging 
■  nearly  impossible. 
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VI.  Views  op  Businkss  and  SEORE'fAMAt,  Proprietarv  Soiioots 

The  views  and  attitudes  of  tlie  iwst-secoiidary  business  and  secretarial  pro- 
prietary schools  are  based  formal  and  Informal  oonversatious  with  owners, 
"flnanclttl  uld  oUlcers,  and  adnUnlstrators  o£  «  number  of  proprietary  businesses  or 
secretarial  educational  institutions.     _     ...       ^        ^    ....  * 

These  views  appear  to  be  determined  largely  by  circumstances  of  ownership  of 
the  school!  (A)  by  a  larger  economic  Institution  or  (B)  by  Indlv  dual  entrepre- 
jiours  and  managers  who  do  not  have  access  to  substantial  llnanclal  strength,  bec- 
tlon  C  of  this  chapter  discusses  problems  the  two  grouiw  have  In  oouuuon,  and 
Section  P  of  this  chapter  relates  the  suggested  solutions  made  oy  both  groups. 

As  In  the  preceedlng  chapter  (colleges  and  universities),  Is  Is  clear  that  despite 
the  clear  latent  of  OK  policy  to  aid  students,  not  schoo  s,  the  actual  outcome  of 
the  GSLP  is  that  the  larger  business  and  secretarial  schools  (those  with  a 
"parent"  or  "sister"  corporation)  ttnd  easy  access  to  funds  while  the  smaller 
.  independent  schools  lacking  in  large  llnanclal  reserves  are  eftectlvely  denied  bene- 
tit  of  GSLP. 

A.  VIEWS  OP  PINANCUttY  STRONO  BUSINESS  AND  SEORETARlAfc  PROPttlETARV  SOUOOLS 

The  Unauclally  strong  educational  Institutions  generally  were  very  pleased  with 
the  existence  of  the  OSLP  program,  although  they  had  a  substantial  number  of 
couimenta  concerul'KC  problems  and  detlclencles  with  the  program.  ^ 

It  must  be  pointed  out  that  those  schools  whose  students  made  use  of  the  GSLP 
program  generally  used  It  very  actively  and  were  able  to  help  their  students  ob- 
tain these  loans  in  large  quantities  and  for  substantial  amouiits.  Many  of  these 
schools  had  about  00%  of  their  student  popjilatlon  benellting  from  the  QhU* 
program.  Nolle  of  them  indicated  any  dilUculty  In  obtaining  funds  from  lend- 
ing Institutions.  In  all  cases  the  school  or  another  subsidiary  or  division  of  the 
rger  parent  concern  was  an  approved  lender. /i'hus,  the  approval  and  the 
granting'  of  a  loan  as  far  as  the  school  and  the  lender  were  concerned  was  a  rela- 
tlSy  slniple  matter.  Money  was  no  object  aiid  thus  If  a  studeiit  was  accepted 
by  the  Admissions  OtHce,  or  signed  up  by  a  salesman,  the  student's  thmnclal  slt- 
ufitSoii  would  not  be  a  bar  to  the  payment  of  tuition.  The  larger  economic  Instl- 
2  tCof  v  a^^^^^^^^^  was  a  part  was  able  to  turn  these  sCudeiit  loans  iito 

Sh  because  of  their  excellent  relationships  with  banks  who  would  buy  «iese 
loS  f  rom  the  approved  Initial  lender,  at  face  amount  »»s  required  by  law.  Thus, 
the  Schools  obtained  excellent  cash  llow  without  any  credit  risk  being  borne  In  the 
tlnanclng  of  the  loan  granted  to  students  to  pay  for  their  education. 

Of  coui-se.  the  statistics  on  the  tremendous  increase  In  the  amount  of  use  of 
the  oS'  p^oS'am  by  proprietary  schools  Indicates  that  these  schools  have  tound 
t  L  prcSram  in  Kfi^^^^  to  be  of  great  use.  Kven  In  a  state  like  New  ^ork,  which 
is  a  vSy  excellent  guaranteed  student  loan  program  patterned  after,  and  In 
any  resiiects  Identical  with,  the  GSLP  program,  these  secretarial  and  business 
S?ls  oSSd  bTlarge  economic  entitles  "tft  «)*  ^S^f.f 
t)W)irratti.  The  reasons  for  this  apiMittr  to  be  two'fold!  Dirst  is  that  ricqueut  y 
tiiS  Soli  os\S  by  larger  ent  ties  are  scattered  In  a  number  of  state*  and 
as  a  It  s  more  conv^  for  the  approved  lending  division  of  «ie  larger 
.Ififitv  to  ^liimlv  tise  the  GSLP  program  for  the  students  of  all  the  schoo  s  a^d 
H..V^k«et.  nilnlmum,  as  opposed  to  having  to  contend  with 

i  valffus  paSrwS  WW  required  If  all  of  the  local  state  pro^ 

SSmfof  TwSSec^d  JtuS^^^^^^^^^  were  encourafeed.  The  second  re'ison  Is  tha^ 
Srt  in  local  state  guarniiteed  student  loan  programs  P/V^lde  penalties  to  the 
«phhX  im^Pfl  «  (111  the  amount  of  defaults  in  the  student  loan  paper.  Of  course, 
if  Aahf  cScStatr  would  encourage  their  «t«^«f  .  to  o^^^^^^^ 

non.G.SI.P  loat  s  but  these  circumstances  are  relatively  rare,  such  as  n  the  case 
rm'talii  Sigh  students  or  students  whose  situation  does  not  iiemlt  a  GSJP. 
Although  the  schools  Which  have  access  to  substantial  pools  of  funds  to  which 
thev  Hiav  direct  tlielr  students  are  making  a  great  use  of  the  GSLP  program 
SLrthelrSLnts  rMUl^  such  loans,  they  do  have  a  number  of  criticisms  of 
he  Say  Uie  p!ogmm  tlie  variety  of  sutdent  assistance  being 

n&ml  and  tff  ovKplng  and  confusing  nature  of  some  of  the  programs. 
"irsuJSaKS^         side,  theljuslness  and  secretarial  s^hools^^^^^^^^^ 
bv  Ittrge  promVi;,^^     ^onomlc  entitles  make  good  use     tl>e  95^^  Prpgra^^ 
Mfi,«l  Hiir  iTtime^    is  needed  to  flnance  their  students*  educatlot^.  This  need, 
S  Srs^  8  a  fSlon  Vthf  situation  of  tHe  student  and  his  family, 

fn  tS  of  ftchlevlnX^^  Ihtent  of  the  program,  the  program  must 

bS  fleeS(ltfbe  a  success  on  this  score.  In  the  view  of  the  secretarial  and  business 
proprietary  schools  owned  by  these  larger  Institutions. 
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0.  VIOWS  01'  TUB  INDin^GNDBNT  BUSINESS  ANO  SGCHmRtAL  PROPmm'ARY  SCHOOLS 

While  most  of  the  problems  of  the  independent  schools  are  generally  shareil 
with  the  schools  which  are  owned  by  larger  economic  entitles,  the  pwblems  dis* 
cussed  below  have  a  more  severe  effect  upon  the  independent  schools  and  their 
students.  In  addition^  these  schools  have  the  further  problem,  in  many  cases,  of 
not  being  able  to  help  their  students  obtain  GSLP's  either  directly  (as  they  them- 
selves are  usually  not  authorized  lenders)  or  from  banks  willing  to  make  O^IiP's. 

Compounding  this  is  the  si^tuation  noted  in  the  section  on  schools  as  lenders.  If 
these  independent  schools  in  fact  are  themselves  approved  lenders  under  the 
GSLP  program,  they,  in  many  cases,  are  not  able  to  .sell  their  student  loans  to 
banks  or  lending  institutions,  and  thus  are  unable  to  obtain  cash  to  meet  cur- 
rent  operating  expenses.  BHjrthermore,  their  cash  problems  are  aggravated  by  the 
very  slow  speed  with  which  GSLP  loans  are  approved  by  the  government* 

As  a  result  of  the  above  factors  and  the  fact  that  the  GSLP  program  has  a 
tremendous  amoutit  of  paper  work,  where  possible  these  schools  are  not  using  the 
GSLP  program  but  are  using  other  programs  of  a  similar  nature  where  available 
from  their  state. 

These  schools  have  found  that  they  have  an  easier  time  of  obtaining  loans  for 
their  students  or  of  assisting  their  students  to  obtain  loans  for  themselves  from 
local  banks  under  state  programs  (especially  Eastern  states)  than  under  the 
Federal  program.  This  is  apparently  so  becatise  of  the  greater  pressure  that  can 
be  brought  to  bear  upon  local  banlts  to  use  the  state  sponsored  programi  such  as 
that  sponsored  by  the  New  tork  Higher  Sducution  Asi^istance  Corporation.  In 
New  York,  in  particular,  the  state  has  encouraged  the  local  banks  to  make  guar« 
anteed  loans  under  the  New  York  Higher  Mucation  Assistance  Corporation  Pro^ 
gram  uniler  little-disguised  threats  of  removal  of  state  cheeking  account  deposits* 

The  independent  schools  feel  that  the  n«eds  analysis  of  the  GSLP  program  is 
greatly  unfair  in  that  even  though  a  student  may  Qualify  for  the  interest  waiver, 
he  frequently  cannot  qualify  for  the  total  amount  of  the  loan  that  he  needs  based 
upon  the  unreasonably  small  allowable  expenses  which  must  be  entered  on  the 
forms  to  be  completed.  A  imrticular  problem  exists  with  regard  to  an  independent 
student  unable  to  be  classified  as  a  head  of  household  but  who  is  self-supporting. 
The  expense  allo^vances  which  must  be  deducted  from  the  gross  income  to  deter- 
mine the  hmount  of  loan  needed  are  artificially  low,  thus  resulting  in  a  great 
hardship  to  the  students  and  in  some  cases  Inability  to  pay  the  tuition  and  at- 
tend the  school.  Banks  are  unwilling  to  use  their  legal  discretion  to  make  loans 
larger  than  the  amounts  determined  by  the  f  orm» 

With  regard  to  the  great  amount  of  defaults,  these  schools  also  believe 
that  tliis  is  the  fault  of  the  program  it^Jelf,  in  that  the  laAv  determines  that  all  col« 
lection  effort*  at  least  so  far  as  that  done  by  an  attorney,  must  be  left  to  the  U.S. 
Attorney's  Office.  In  addition,  there  is  absolutely  no  penalty  for  the  student  If  he 
should  default.  Their  suggestion  is  that  students  be  penaliiied  for  default  and  that 
banks  and  lenders  be  authorised  to  use  their  maximum  collection  efforts,  includ- 
ing turning  over  defaulted  debts  to  their  outside  attorneys. 

They  suggest  that  the  attorneys  would  be  compensated  by  the  ponntttes  plus 
a  percentage  of  defaulted  loans.  With  regard  to  the  National  Defense  Student 
Loan  Program,  now  the  National  Direct  Student  Loan  Program,  these  smaller 
business  and  secretarial  schools  are  generally  allocated  such  a  small  amount 
of  funds  that  they  feel  it  is  Impractical  for  them  to  use  the  program.  This  is  so 
because  under  the  NDSL  program  the  schools  themselves  must  administer  and 
collect  tlM  loans  and  are  paid  only  a  3%  fee  for  this  effort.  If  tiie  amount  of 
NDSL  loans  outstanding  is  too  small,  the  administrative  expenses  exceed  the 
Z%  fee. 

Many  independent  schools  which  use  the  GSLP,  in  spite  of  the  fact  that  a 
sta;:e«run  student  loan  guaranteed  program  wotild  be  generally  easier  for  them 
both  to  maimge  and  to  obtain  student  financing  from,  do  so  because  these  schools 
have  made  guaranteed  student  loans  under  the  state  sponsoreil  program  which 
have  resulted  in  est)eeially  large  defaults.  In  certain  states,  this  results  in  the 
schools  being  cut  ofl  from  obtaining  loans  for  their  students  througlt  the  state 
guaranteed  loan  program.  Thus,  they  are  obliged  to  turn  to  the  GSLP  which,  of 
course,  results  in  a  greater  number  of  poor  credit  risks  taking  loans  tinder  the 
GSLP. 

Some  administrators  iti  tiie  independent  business  and  secretarial  schools  be« 
lieve  that  all  parents  should  be  required  to  consign  all  loans  until  the  student 
readies  an  age  of  21  years.  If  the  paretit  refused  to  consign  these  student  loans, 
he  would,  nevertheless,  remain  liable  for  loans  to  finance  the  student's  education 
up  to  a  certain  amount  per  year. 
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All  In  all.  the  independent  st'hools  seem  to  spend  more  time  and  effort  attempt- 
In?  to  assls't  thei?  students  in  obtaining  financing  so       they  m^^^^^^^^ 
schools.  As  a  result,  their  relationship  appears  to  be  8*"^^^^ 
tttid  they  generally  r.ppear  (based  on  a  small  non-scientific  sample)  to  have  a 
SJater  Lncerrwitb  tte^^^^  of  defaults  on  the  student  loans  than  the  ad- 

SnlSrators  of  the  larger  schools  which  are  divisions  of  large  economic  entities. 
TliinsprSably  because  if  the  students  of  the  independent  schools  default  on 
a  substaSl  amount  of  loans,  these  schools  will  in  all  likelihood  have  greater 
diSilty  n  the  future  in  obtaining  lenders  willing  ^ '^S.^S^fhXrious 
dpnts.  In  addition,  they  appear  to  be  more  concerned  about  what  the  various 
Se  or  feS  a^^^^^^^  «W  do  to  them  by  way  otV^riam^^no^  or^^^^ 
future  if  their  students  have  a  large  number  of  defaults  on  the  guaranteed  stu^ 
dent  loans. 

O.  PROBLEMS  AS  PERCEIVED  BV  BOTH  JNDEPBNDENT  AND  "PARENT  CORPORAOTON" 
ArKIUATB  BUSINESfi  AND  SEORBTARIAt  SCHOOtS 

The  following  are  th'j  basic  problems  noted  regarding  the  GSLP: 
(1)  The  frequent  chan  ?e  that  Congress  and  the  Office  of  Education  continues 
to  make  In  the  program  has  caused  widespread  confusion  regarding  both  the 
intent  of  the  Droeram  and  '  he  procedures  for  Its  operation. 

(3)  K  rSwTintrodu  !tion  of  the  "needs  analysis  tesi^'  has  caused  excessive 
paper  work,  and  ambiguity  regarding  the  determin^ticn  of  assistonce.  . 
^  m  Perhaps  the  needs  analysis  test  is  of  greatest  concern  ^^J""^^ 
with  student  bodies  whose  family  economic  situation  Is  such  that  they,  do  not 
fluttllfy  for  the  interest  waiver  benefits  of  the  GSLP.  The  students  generally  have 
fSult  timi  SindTntly  obtaining  GSLP's  because  the  banks  genemllywm 
ttttemot  not  to  make  a  GSLP  loan  without  Interest  waiver  but  In^ad  will  offer 
the  SdSnt  only  a  conventional  loan  which  would  Include  the  seeking  of  guar- 
antors  or  comakers.  Certain  schools  whose  parent  companies  are  approved  lend- 
Of «  «hv  ftwav  from  loans  where  there  is^no  Interest  waiver. 

WSr  SkneL  of  the  program  Is  that  the  Basic  Bfucatlon  Oppor. 
tunlty  Grant  should  not  be  subtracted  from  the  maximum  atnount  of  the  GkSLP 
that  mSbe  obtained.  If  a  student  Is  In  need  of  a  grant  in  addition  to  the  loan, 
he  should  be  granted  both  In  full  with  no  reduction  In  one  or  the  other. 
^^5)  Wltl^e^rd  to  the  credit  duality  of  the  student  »oan  paper^^^^^^ 
test  has  resulted  In  the  better  credit  risks  obtaining  loans  other  than  GSLP  a. 
SSuatlon.  of  course,  will  result  In  an  Increase  In  the  percentage  of  defaults, 
If  L  noTher  reason  t^^^^^  good  credit  risks  from  middle  Income  families 
now  a?e  being  Stlvely  frozen  out  of  the  GSLP.  (B'or  many  of  the  schools 
SeHviy  this  was  more  of  an  observation  than  a  major  problem  since  the 
maStrof  the  stSts  came  from  families  In  the  $8,000  to  .$10,0(K)  annual  In- 
?ome  ranS  and  S  came  from  fnmlUes  whoso  annual  Income  Is  In  the  range 

"SWertaS^nie  school  administrators  do  not  feel  very  comfortaW 
throSLP.  especially  If  this  Is  the  only,  or  the  primary,  program  that  the  school 
1?  uSnc  in  tSS  of  adv^^^^^^  and  assisting  their  students  In  the  selection  of 
finaTSfl  aid.  The  reason  for  this  Is  that  the  Office  of  Education  Ims  been  attempt 
Ing  to  encourage  the  schools  to  use  all  student  aid  programs  offered  1^  the  Office 
of  Mucatlon"  This,  however,  does  not  take  Into  account  the  different  require- 
mente  and  the  diffe^nt  situations  that  exist  among  the  very  large  number  of  edu- 
?atloWKltffnrthat  utlllsse  tl^^  Because  of  rarft-V^, IK^^JS 

and  other  reauirements.  It  Is  Impractical  for  some  Institutions  to  utilize  some  of 
the  many  student  assistance  programs  The  administrators  who  vdced  concern  ^ 
fear  some  future  sanction  because  of  their  students'  use  of  the  GSLP  almost 

af  ffiy  of  the  schools  are  also  concerned  by  the  very  large  default  rate  which 
ha.H  occurred  and  which  nwy  occur  In  the  future  with  regard  to  the  sjatdent  loan 
paper  'K  schools  feel  that  they  are  getting  a  very  unfair  black  eye  for  this 

'"ysHfcihttXf^^^^^^^^^  problem  with  the  program  Is  that  when  the  stu- 
dent  droS  out  tK  are  no  mechanics  to  notify  the  lender  that  the  student  has 
S  WlTrSgard  tftK  business  and  secretarial  proprietary  schools  Whi^h 
afe  So  lenders  Twhlch  h  affiliated  corporations  which  are  authorial 
lenders,  these  institutions  have  In  some  cases  set  up  mechanics  so  that  ti  e 
ISS  will  notify  the  sister  corporation  which  Is  the  authorized  lender  that  the 
student  has  dropped  out  prematurely.  In  these  instances,  the  school.  Instead  of 
making  rrefundTs  required  to  the  student,  will  make  a  refund  to  the  authorized 
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Swf  authoi'lssort  leiulep  will  erotllt  the  vetuwV  to  stHdent  loan  balanco. 

t"'«L««  ^  ^^'IVH.  l">P>«"»?"t  collection  in'ocedures,  or  will  notify  tlm  hauSe 
nstltutlon  ttlUch  has  purclmsefl  the  stuUent  loan  f nnn  the"  n  tfal  mu^  m^^^^^^^^^ 
lenrter  thnt  t  shou W  Institute  collection  procedures  at  the  approprS  te  tE 

S„^n*"l\?^  "'^'f  institutions  indicated  that  there  was  massive  coifuslon 
among  all  of  the  various  programs  offered  hy  the  GSI.p  hoth  as  to  their  lue. 
chnnlcs  and  as  to  the  intent  of  all  the  programs,  taken  as  a  wh  lo.  Tl  s  so  nJ 
proprietary  schools  offer  ^National  Defense  Student  Loan  "and  son  e  do  o?'  ISSe 
have  heen  very  successful  In,  encouraging  their  students  to  ohtnin  Basic  EtlS?a^ 
tloual  Opportunity  Grunts  (r.EOG)  and  son>e  have  heen  less  sucSul  Son?e 
schools  have  used  the  College  Work  Study  Program  and  soVie  dTnot  use  I? 

f  P'loV^'""        »»any  of  them  see  with  the  progranj  is  the  slow 

approva  of  student  loan  applications  by  the  Department  of  Hialtl ,  EdJcatiom 
and  Welfare.  The  larger  schools  have  heen  able  to  overcoine  this  by  a  iW 
the  student  to  he  admitted  to  the  school  prior  to  final  aiirm-al  and  tLn  cS^^^ 
the  ,.focee(ls  from  the  student  loan  after  fiual  approval.  But/in  a  FeS^^^ 
liaison  and  flow  of  information  between  the  Office  of  EduSn  and  the  schools 
are  very  poor.  Some  schools  also  point  out  that  this  is  also  apSarSnt  v  thfZe 
Suca?£  communications  between  approved  lendeKd  the  Sfflce  Jf 

D.  VIEWS  OP  BUSINESS  SfiCRETAnUI,  SCHOOL  REOARDINO  IMPROVEMEN-r 

Of  THE  OSLP 

The  Views  of  most  of  these  institutions  is  that  the  large  number  of  Federal 
student  assistance  programs  should  be  distilled  into  two  progranis,  one  of 
which  would  be  simply  a  grant  based  on  need  and  the  other  would  be  a  loam 
Of  course,  those  who  advocate  thi«  system,  advocate  greatly  expanded  BEOO's 
Tlie  interest  on  the  loans  would  not  be  subject  to  any  Interest  waiver  and  the 
loan  would  have  to  be  paid  and  wo.  d  bewllected.  • 

The  distillation  of  all  the  stuuent  flnancial  assistance  programs  into  these 
two  programs,  in  the  opinion  of  many  schools,  would  greatly  sl3f?  the  tfro. 
gram  and  alleviate  the  multiple  ne^^^  UgTln^  nSs  test  for%00  aJd 
a  Afferent  needs  teat  for  GSLP  and  provide  a  much  more  easily  managed 
student  flnancial  assistance  program.  In  addition,  the  elinUnation  of  interest 
waivers  With  regard  to  the  GSLP's  and  the  increase  in  the  BEOO's  as  oSS 
to  granting  the  interest  waivers  would  result  in  a  more  equiffile  dlstributiS 
of  the  government's  education  assistance  funds  and  a  mwe  Ct  SSnt 
of  the  program's  subsidy  objective.  "luie  uinxi  aiiaimnenc 

On  the  othei?  hand,  it  would  also  allow  the  implementation  of  a  program  to 
col  ect  the  interest  or  a  certain  portion  of  interest  on  a  monthly  basis  even 
while  the  student  is  in  school  even  if  only  an  amount  of  $10  per  month  is  col" 
ected  toward  interest  at  that  time.  Such  monthly  paymlnts  will  Sre  that 
the  student  is  kept  aware  of  the  fact  that  the  GSLP  is  a  loan  thTt  must  be 
repaid.  A  major  problem  of  the  current  program  Is  that  in  some  cases,  flccordlng 
to  certab  student  flnancial  aid  ofilcers  and  administrators,  as  manv  as  30% 
of  the  recipients  of  the  GSLP  6b  not  imderstand  the  fact  that  the  GSLP  is  a 
loan  that  must  be  repaid.  A  major  problem  of  the  current  program  is  that  in 
«on>e  cases,  according  to  certain  student  flnancial  aid  ofllcers  and  admlntstratoi^ 

the  GSLP  is  a  loan  and  thus  don't  tsroperly  assume  the  obligations  of  the  loan. 

argely  a  fault  of  the  program  itself  for  a  number  of  reasons.  The  prlnmry  reason 
is  that  there  hfis  been  no  efl-ectlve  collateral  established  for  these  loans.  Effee" 
tlve  collateral,  they  feel,  shotild  be  established  in  the  form  of  very  strUigent  rfis 

fL*fSfS«i"®Mif£!!L*° /'^"^L*^*^^  by  the  stndentl  in  . 

r  «Voidlng  future  pnyiiient  sueh  as  bankruptcy,  atid  sueh 
as  avo  datiO?  of  the  loan  as  a  result  of  infancy  statutes  should  be  eliminated. 
In  addition,  government  should  have  a  very  strong  enforceable  Hght  trgarnish 
the  future  wages  of  a  student.  The  Ofllce  of  Education  should  be  able  to  utni^e 
the  services  of  thejocial  Sedurlty  Administration  to  trSce  thrsfmSnt  an  1  tS 
flnd  his  employer.  When  that  has.been  dot-e,  the  Ofllce  ot  Education  should  hav2 
the  right  to  use  outside  collection  agencies,  in^house  legal  staff  and/or  thP 
sm'ices  of  th6  internal  nevenue  Service  to  c»  Uect  the  loan.  (M  the  other  hand! 
the  schools  fael  that  to  make  the  repayment  of  the  student  loan  less  burdeusome  to 
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the  student,  lie  should  be  able  to  obtain  a  tax  credit  for  a  certain  amount  of 
the  loau  as  it  is  ropaid.  Tljus,  he  would  be  able  to  utilisse  some  of  his  taxable 
income  for  loan  repayment  Undi  at  the  same  time,  take  a  deduction  for  a  portion 
of  the3erepayments« 

yn»  Views  of  Tradej  and  Tbchnioai.  Sonoots 

Because  Trade  and  Technical  schools  are  accredited  by  the  National  Associa* 
tlon  of  Trade  and  Technical  Schools,  the  view  of  these  schools  is  slanted  some- 
what  toward  the  view  of  the  Accrediting  Commission  of  NATTS.  In  addition, 
however,  trade  and  technical  schools  have  many  of  the  same  problems  faced  by 
business  schools,  by  colleges  and  universities,  by  home  study  schools,  and  by 
lenders  of  all  types.  The  major  distinction  of  trade  and  technical  schools  seems 
to  be  that  their  Accrediting  commission  is  probably  somewhat  stronger  than 
others  iu  the  proprietary  school  field.  Other  differences  tend  to  lie  in  the  areas 
of  length  of  course,  length  of  lead  time  prior  to  starttug  school,  and  placement 
methods  after  completion  of  the  training  program. 

A.  rBOOBAM  O&FINITION 

The  Natiurx/  ssociation  of  Trade  and  Technical  Schools  is  concerned  with 
program  defl^'  ^  It  is  the  belief  of  NATTS  that,  in  general,  the  program  was 
originally  le^ji^udted  for  "middle  class"  students.  Lower  income  students  would 
come  under  grant  programs  and  higher  income  students  would  likely  not  be  in 
need  of  educational  ilnanclal  assistance.  The  advent  of  the  needs  analysis  test  has 
caused  the  program  to  become  more  oriented  toward  lower  income  students  and 
therefore  has  changed  the  entire  program.  NATTS,  as  well  as  the  majority  of  trade 
and  technical  schools,  believes  that  needs  analysis  should  be  done  away  with 
totally  for  the  purposes  of  the  federally  insured  loan  and  should  be  only  used 
for  the  purposes  of  making  grants.  Educators  in  this  fleld  feel  most  of  the  five 
iluancial  assistance  programs  have  evolved  into  lower  income  programs  all  serv- 
ing  the  same  target  group.  It  is  their  belief  that  there  should  be  a  slmplidcation 
of  the  federal  assistance  program  so  that  a  student  receives  a  "grant*^ based  on 
need  and  a  "loan''  under  either  the  federally  insured  program  or  the  National  t)i- 
rect  Student  Loan  Program.  The  majority  of  trade  and  technical  schools  prefer 
the  National  Direct  Student  Loan  program  for  obvious  reasons,  The  school  has 
control  of  the  program  and  the  inherent  confustion  relative  to  how  funds  are  to 
be  obtained  under  the  federally  insured  program  is  not  present,  in  the  National 
Direct  Student  Loan.  However,  for  the  purposes  of  this  report,  the  data  considered 
will  be  limited  to  the  federally  insured  student  loan  program. 

B.  nvB  mmmm  m  tsmtm 

If  We  consider  that  it  is  taken  for  granted  that  the  OSLP  is  in  fact  a  ''middle 
class''  program  and  that  there  will  be  no  needs  analysis,  then  the  next  point  that 
comes  about  Is  whether  the  program  is  a  "credit*'  program  or  not<  Trade  and  tech* 
.  hical  schools  feel  that  the  government  has  been  devious  iu  this  area  in  that  the 
major  reason  for  having  a  government  guarantee  on  the  loan  to  begin  with  is  that 
the  student,  because  of  his  youth,  usually  has  not  built  up  credit  and  therefore 
could  not  obtain  a  loan  anywhere  else  for  the  purposes  of  going  to  school  even 
though  he  may  be  quite  intent  on  paying  the  loan  back.  Therefore,  trade  and  tech* 
utcal  schools  feel  that  the  OSLP  is  not  a  credit  program  and  that  claims  by  the 
government  that  a  lender  (whether  he  be  a  school  letider  or  a  bank)  has  not  used 
due  diligence  in  making  a  loan  is  farcical.  If  there  is  such  a  thing  as  due  diligence 
in  making  a  federally  insured  loan  then  it  should  be  specifically  defined  in 
step'bystep  manner. 

*  C.  STBAXNINO  OP  XKTBORWV 

The  next  thing  titat  has  become  apparent  to  these  schodls  is  that  there  has  been 
a  lack  of  Integrity  in  all  areas  concerning  these  loans.  Hanks  have  simply  made 
the  Imm  and  said  "they  are  government  guaranteed  so  we  Just  won't  make  any 
eJforfc  heyond  doing  minimal  paper  work."  Students  have  taken  out  loans  simply 
to  get  money  for  other  things  other  than  education  and  have  shown  up  a  day  or 
So  in  class  so  that  they  could  get  their  federal  loan  funded  and  then  used  the 
money  for  other  things.  Schools  have  sometimes  purposely  gently  passed  over  the 
fact  that  the  student  is  getting  a  loan  as  opposed  to  a  grants  and  the  student  Is 
sometimes  quite  surprised  that  lie  owes  the  money  after  he  gets  out  of  school  l?hus, 
from  these  viewpoints,  the  integrity  of  all  Concerned  has  been  strained. 
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D.  FUNDINO 

One  of  the  major  problems  encounterea  by  these  schools  is  the  uimvailublllty  of 
fmujs^the  banks,  as  Is  discussod  in  Chapter  HI,  are  relwotant  to  make  these 
loans,  and  the  problems  of  schools  being  lenders  is  discussed  in  Chapter  IV. 

K,  PAPBHWOHK 

Next  in  significance  to  the  schools  Is  the  problem  of  paper  work.  In  order  for  a 
student  to  get  a  loan  both  the  lender  and  the  school  must  do  a  great  deal  of  paper 
work»  Since  leaders  have  no  Incentive  to  make  these  loans,  the  school  u«"any 
ends  up  doing  both  ends  of  the  paper  work,  in  order  to  make  loans  available  for 
its  students,  This  paper  work  load  requir(js  extra  personnel  and  iavarlaWy  raises 
the  tuition  for  the  student.  Although  the  Task  Force  did  wt  review  O,  E.  opera- 
tions, ft  cursory  look  at  some  correspondence  from  0.  K.  to  the  school  owners  on 
the  team  revealed  a  byssantlne  detail  of  procedures.  It  is  unlikely  that  this  klna 
of  detail  was  legislated,  and  It  appears  to  the  schools  to  be  the  cieatlon  of  an 
officious,  self-serving  bureaucracy. 

I?.  PEftSONNfit 

The  personnel  problem  In  Itself  Is  a  major  concern.  Schools  read  the  regulattoiis 
and  find  that  they  must  name  somebody  flnanolaKald  officer.  Thus,  some  girl  In 
accounting  Is  usually  named  financial  aid  officer  and  stuck  with  dealing  witli  mil- 
lions of  dollars,  yet  she"  knows  nothing  about  the  government  program.  The  same, 
thing  happens  in  banks  and  other  lending  Institutions.  People  on  the  lowest  level 
are  automatically  the  ones  assigned  the  responsibility  of  being  the  loan  officer 
In  charge  of  federally  insured  loans  and  therefore  these  loans  get  the  lowest  level 
of  competence  of  personnel  available  In  both  the  achool  and  the  lending  Institution. 

Since  the  papor  work  is  massive,  this  causes  a  huge  block  ot  fouled  up  Informa- 
tion arriving  at  the  government  office. 


G.  MANUAta 


The  paper  work  and  personnel  problem  Is,  to  a  great  extent,  caused  by  the  lack 
of  distinct,  descriptive  manuals  used  for  the  program.  TlioSe  manuals  that  are 
available  are  not  up-to-date  and  are  so  detailed  that  It  takes  ft  master  mind  to 
decipher  them. 

It.  mVtSttSXtY  O^'  AJ^SWEttS  ^t\OU  O.fi. 

What's  more,  when  Questions  are  asked  relative  to  the  manuals,  each  level  of 
the  Office  of  Education  gives  a  different  answer.. The  same  qttestion  asked  m 
different  regional  offices  will  get  different  answers.  Schools  that  operate  In  several 
HEW  regions  are  faced  with  this  problem  daily.  ,    \  ^ 

Most  schools  complain  of  getting  the  **rmi  around".  Tho  regional  office  mim 
that  it  is  a  state  problem,  the  state  office  says  It  Is  a  regional  problem,  the  re- 
gional office  then  sends  them  to  the  imtional  office  and  the  national  office  stlH 
says  It  is  a  regional  problem.  The  end  resitlt  Is  both  lender  and  school  do  not  get 
an  answer. 

1.  Am»tCAnOS  tUttNAttOUXl)  TlMfi 

A  specific  problem  espe»-*Ally  acute  in  the  trade  atid  technical  school  areas  Is 
the  turn  around  time  nec.S'yary  to  get  a  loan  guaranteed.  Since  trade  and  tech- 
nical schools  typically  enro)i  students  only  two  or  three  Weeks  before  class  starts* 
It  is  Impossible  to  get  a  loon  guaranteed  prior  to  the  student  starting.  This  leaves 
onlv  two  alternatives.  Tell  the  student  he  can't  start  until  his  paper  is  guaran- 
teed  at  which  time  he  will  usually  either  decide  to  not  go  to  school  or  ao  to  an 
utiscrupulotm  School  that  will  take  him  on  a  gamble.  Or  the  school  must  take  the 
student  on  the  gamble  that  the  paper  may  be  guaranteed  wh  le  the  student  Is  in 
school,  Tills  gamble  1«  a  problem  in  that  some  trade  and  technical  schools  have 
courses  that  end  so  fast  the  student  may  well  be  out  of  school  before  the  gov- 
ernmettt  can  go  through  all  of  Its  paper  work. 

rf.  CLAIMS  tUHNAnOtjND  tUfti 

Turn  around  time  is  again  a  problem  when  defaults  occur.  Most  lenders  know 
tU\k  once  they  turn  in  a  claim  they  will  not  be  paid  immediately,  and  thev  lose 
Interest^  while  the  government  bounces  the  paper  between  offices.  Even  though 
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there  is  now  Interest  during  this  period,  the  lenders  are  so  used  to  the  problem 
in  the  past  that  they  will  Ignore  the  fact  that  new  loans  do  have  interest  paid 
for  the  period  between  when  the  elalnx  is  turned  In  and  when  the  claim  is  paldi 
Lenders  have  consistently  gotten  all  sorts  of  excuses  for  not  paying  chUms. 
Most  Would  accept  the  fact  the  government  is  simply  out  of  money  but  do  not 
like  getting  other  exaxises»  Since  lender/^  are  typically  doing  schools  a  favor  by 
making  loans  available  to  their  students,  the  lenders  are  inclined  to  pressure  the 
schools  ta  directly  or  lndira*tly  comt)ehsi<te  them  for  the  non^earnlng  period. 

UtitATIONS  WITH  BANKS 

TxM  brings  forth  one  of  the  problems  most  apparent  In  trade  and  technical 
schools.  The  Qovemment  has  said  no  points  or  premiums  may  be  paid  to  a  lender 
to  induce  him  to  make  a  loan  for  a  student.  Although  this  was  supposedly  done 
to  keel)  down  the  cost  to  the  student,  the  schools  feel  that  this  has  greatly  in* 
creascKl  the  price  of  education.  Schools  could  well  afford  to  im  two  or  three 
imln^ts  to  a  lender  for  handling  loans  for  them.  Just  m  they  pay  banks  for  han* 
dling  private  paper.  However,  slijce  the  Oovertunent  1ms  sUid  thjit  no  points  or 
premiums  may  bo  t>aid,  tuition  has  gone  up  20%  to  30%  to  cover  the  problems 
itthoront  in  the  school  being  a  lender  or  in  covering  up  its  method  of  paying  the 
Icuder.  The  schools  are  aware  that  lehders  make  loans  to  make  money,  and,  that 
as  it  stands,  there  Is  no  way  federally  lUil$ured  loans  will  make  money  unless  tho 
hMuler  is  getting  some  sort  of  payiqent  from  either  the  student  or  the  school. 
Since  iK)Int3  or  premiums  have  urbitri^rily  been  cut  out  but  normal  working 
relationships  have  been  left,  schools  are  forced  to  "sweeten"  their  total  rela- 
tionship with  the  banks.  This  has  caused  extremely  high  compensating  balances 
and  high  interest  rates  on  direct  loans  to  the  schools  to  nmke  up  for  the  lack 
of  yield  on  the  federally  Insured  loan.  This  type  of  payment  means  that  the  cash 
How  of  the  school  is  greatly  reduced,  therefore  increasing  the  tuition  20%  toSO% 
rather  than  2%  to  3%.  The  overall  effect  Is  to  make  a  much  more  expensive  course 
for  all  students,  and  as  far  as  the  schools  are  concerned,  to  nmke  the  '4*ich  get 
richer  and  the  jwor  get  poorer." 

DEFAttTS 

One  other  iw)lnt  that  has  come  up  several  times  is  the  interaction  between 
government  agencies.  The  Federal  Trade  Commission  hui^  given  an  extrentely 
hard  warning  to  students  to  beware  of  unsavory  practices  by  proprietary  and 
other  schools  wiio  use  recruiting  agents,  Many  students  take  this  warning  as  an 
oxcUse  to  claim  misrepresentation^  and  then  default  on  the  imyment  of  their 
loans.  Some  even  say  that  the  Federal  Trade  Commission  ''says  that  I  don*t  have 
to  pay."  Defaults  have  grown  even  more  due  to  the  fact  that  the  needs  amilysis 
has  forced  the  federally  insured  loan  into  a  lower  class  program,  automatically 
causing  a  higher  rate  of  defaults.  In  addition,  as  long  ns  schools  are  allowed  to 
tie  lenders,  this  allows  the  school  to  ''sell  loans"  as  opposed  to  selling  education, 
.  and  therefore  dissatisfied  students  do  not  pay.  Proprietary  schools  have  a  high 
default  rate,  partially  due  to  their  selling  tactics;  but  also  because  loans  made 
for  proprietary  ^hools  reach  the  payout  period  several  years  before  college 
loans,  therefore  weighting  stattstlcsi 

M.  dt^OOIlSm  CKANOIIS 

A  brief  overview  of  the  feelings  of  trade  and  technical  schools  relative  to 
improving  the  federal  loan  program  would  be ; 

1.  to  do  away  with  schools  as  lenders. 

2.  have  n  spectftc  definition  of  due  diligence  In  lending. 

3.  have  a  spfK'lftc  definition  of  due  diligence  in  collecting. 

4.  do  away  with  the  needs  analysis  completely, 
6.  reohife  a  down  payment  for  the  loan. 

(li  have  the  student  make  payments  while  he  is  in  school. 
?.  allow  lending  institutions  a  decent  yield  to  nmke  the  loan  attractive. 
There  are  several  ways  of  accomplishing  the  above,  but.  In  general^  this  would 
be  a  sytiopsls  of  the  solutions. 

Vlll.  Views  OP  HoMtt  Stwnv  .Schools 

On  December  3, 1073,  a  questionaire  was  sent  to  SO  accredited  National  Home 
Study  Council  Schools  requesting  their  opinions  regarding  the  OSLt*  and  most 
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specifically  how  it  affects  the  studonts,  the  lenders,  and  the  schools.  In  addition, 
the  schools  wete  requested  to  submit  recommendations  on  liow  to  improve  the 
pt*ogmm« 

To  date,  a  total  of  28  returns  have  been  received.  Eight  of  these  have  no  com- 
ments since  tlie.V  are  not  involved  or  do  not  have  sutllcient  information  regard* 
Ing  OSLP  to  mak  oh  assessment.  ^  '     ,  . 

The  following  imrrutlve  Is  concerned  with  the  80  schools  that  presented  in- 
formation and  opinions.  * 

A.  VALUE  TO  STUDENTS 

The  respondents  generally  expressed  themselves  eloquently  and  with  a  dlversi- 
fteatlon  of  opinion.  The  following  quotes  are  Indicative  of  the  extremes : 

♦•Students— without  the  Federal  Insured  Student  Loan  most  students  could  not 
achieve  their  goal  In  life.'!  •  ,     ^  ^     .  .  " 

♦It  has  been  our  experience  that  for  the  student  who  trtily  wishes  to  better 
himself  through  a  vocational  trainhig  program,  the  Student  Loan  Program  can  be 
a  nn\ Jor  factor  in  attaining  this  goal." 

♦♦My  opinion  of  the  guaranteed  student  loan  program  as  it  affects  students  is 
good.  Tlie  basic  iilea  of  giving  the  student  an  opportunity  to  obtain  money  to 
attend  school,  when  needed,  plus  the  fact  that  the  student  has  the  outright 
obligation  to  repay  the  money  nmkes  it  a  better  program ^than  the  grant  arid  schoU 
nrshlp  programs.^*  *   

'♦It  is  a  wonderful  program  if  you  believe  in  Santa  Clause.  But,  if  you  believe  in 
the  fundamental  facts  of  life,  it  is  a  trap  for  the  student,  a  windfall  for  un- 
scrupulous school  owners,  and  a  fraud  on  the  American  taxpayer." 

'♦Slncfe  correspondence  school  students  are  generally  already  employed  and 
therefore  only  part-time  students,  I  do  n:)t  see  the  probability  of  any  dramatic 
Increase  in  their  income  which  Would  allow  them  to  pay  off  their  student  loans 
on  time.  By  and  large,  I  think  we  do  correspondence  school  students  a  disservice 
enrolling  them  In  the  FISL  program,  since  a  majority  of  them  will  not  flnish*- 
wltness  the  completion  rates  and  graduation  statistics  of  most  of  our  member 
schools." 

Many  school  owners  are  surprised  that  the  government  is  surprised  that  the 
completion  rate  In  correspondence  schools  is  so  low  and  the  default  of  payment 
iK  so  high.  ''It  the  school  had  bad  debts  of  only  4^%  It  would  be  foolish  indeed 
to  use  the  FISL  program.  However,  20  to  30%  rage  [sic]  is  not  unusual." 

It  Is  obvious  that  what  is  occurring  among  all  the  proprietary  schools  is  that 
the  O.SLP  is  used  as  a  last  resort,  after  the  school  finances  the  eredlt-worthy 
through  their  own  programs. 

C.  Et'fcTXT  ON  CORRfiSPONDfiNOB  SCllOOtS 

The  majority  opinion,  even  among  those  who  are  profitably  using  the  program, 
is  that  It  Is  probably  limpproprlate  for  covrespondence  schools.  Some  of  the  com- 
jnents  on  the  effect  on  tlio  rtchools  can  be  summed  up  as  follows  J  The  immediate 
profitability  and  eash  flow  Is  great  but  the  school  cannot  "just  do  a  little  bit  of 
ilSLP"  I  it  becomes  hooked  on  it  and  because  of  the  need  for  continued  cash 
flow  "some  schools  are  not  selling  enrollments— they  are  literally  giving  them 
nwny.*'  The  potential  for  disaster  (bankruptcy  if  the  school)  is  enorinous  and, 
us  was  mentioned*  the  program  Is  a  windfall  for  unscrupulous  school  owners 
and  strains  the  integrity  of  thosi?  with  scruples.  The  consensus  of  opinion  is  that 
♦♦many  «chooiH»  take  advantage  of  GSLP  by  enrolling  students  Into  courses  they 
do  not  need  or  are  not  qualified  for."  Mention  was  also  made  of  the  discrimina- 
tion In  favor  of  the  schools  whd  can  afford  to  be  selMenders. 

f)i  PAVm  WOttlBt 

Additional  comments  were  made  about  paper  work.  These  respondents  were  con- 
stderably  more  eloquent  than  the  banks  and  words  like  "fantastic**  and  <4ttdredi- 
lile*'  were  frequently  u«ed. 

ts.  stfoofiSTioKs  pon  iMrnovtiMEWi* 

A  Plgnlficant  minority  of  wHtools  expressed  the  opinion  that  If  the  program  "Is 
handled  judiciously,  it  can  be  a  definite  asset  to  the  school  in  terms  of  completed 
students."  In  order  to  accomplish  this,  some  of  the  recommendations  of  the 
schools  are  I 
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"MEW  Should  t!Uftrnut««  only  that  part  of  the  loan  which  has  been  earned. 
Thl?  eliminates  thfre^^^^^^^^  pvoUms  which  have  Plagued  many  oJ  our  member 
schoof^  It  als^w  mid  the  problem  of  Interrupted  processing  of  bans.  HEW 
in  fft  And  trth^  recommendation  by  suggesting  that  the  banks  disburse  only 
aSltloiris  earned.  1%^  banks  probably  would  agreo,  If  they  were  paid  for  the 

•*^'^\iS?f/nuin!^^^^^^^^  at  least  15%  of  the  principal  amount  of  the  loan  be 
llniii»  i.;" S  student'ls  m  school.  This  amount  should 

not  be  Insured."  '      ^,  , 

"Collect  dellnouent  balances  through  use  of  IRS  offices. 

"I»rovlde  a  servicing,  fee  to  lender  to  help  defray  servicing  cost. 

"HEW  should  permit  the  usual  Practice  of  compensat  ng  balance. 

"Schools  must  have  recruitment  controls,  educntlonal  eonipetenee  and 

'''^'TSnnfshSd  be  disbursed  direct  to  the  school  for  tuition  and  books  only." 

4omsSoffnce  sS^^^^  should  be  required  to  start  payment  on  loans 

sljity  days  after  completion  of  training." 

IX.  Tkam  Views  ON  CoLtEcnoN  OP  Present  DEwr 

The  collection  of  the  current  debt  created  under  the  Guaranteed  Student  Loan 
inSfairwhSh  totals  approximately  six  billion  dollars  at  tjie  present  hue.  « 
hi.  ntf  Cnnereil  bv  a  number  of  factors  Including  many  of  those  outlined  In 
llSKs  SSns  of  the  reSSrt.  The  current  debt  owed  l.y  the  atudents  Is  subject 
to  large  and  lucreaslng  rates  of  default. 

A.  AFFECT  OF  REOWATtONS  ANO  roUClBS 

1  The  Office  of  Education's  budget  does  not  provide  for  adequate  per.sonnel 

H%ro£'oXSA^^  IS  such  that  no  contracts  may  be  granted 
to  outside  collectlojiagpucles  to  attempt  to  collect  on  (l^^^^^^^^^^ 

3.  The  cttrrent  law  provldea  that  only  the  tj.S.  Attorney  s  Office  may  msmuie 
iiHL'nHnn  for  collection,  and  litigation  has  not  been  resorted  to  as  yet. 
"*feo"*Su  es  S^^^  ««'         students  with  regard  to/f.^^^^ 

nil  inmiM  At  thP  ptirrent  time  there  s  no  anguage  In  the  law  ov  Office  of  httuca- 
ion  ?ignli  lo^^^  hint  at  the  possibility  of  real  penalties  for 

ffoolfor  for  students  resulting  from  defaults.  With  regard  to  lenders,  there 
««  tn*.  nennltv  of  loss  of  the  Fe(?eral  guarantee  of  outstanding  student  loans.  If 
IL  ieiSriollectlSn  procedjres  do  »iot  follow  ordinary  care  and  dlUgena.,  but 

"  wfth^egS  WbleJ^^^^^^  of  outstanding  government  guaranteed 

student  iSaLvthere  apSar!  to  be  no  formal  obllgatloti  spelling  out  the  diligence 
reflection  procedureVt      these  subsequetit  lenders  must  follow  or  the  con- 

"ftlJalSl '^ShS'i^J^^^^^^^^  to  do  anything  more  than  the 

'     mlnlmuniTn  terS? of  collection.  There  are  no  rewards  to  banks  or  Schools  or 
"  dS  foi  that  matter),  with  regard  to  keeping  default  rates  down. 

£p  is  no  collateral  and  no  stated  right  to  garnishment  of  vvaf  s  whie  1«  th,. 
oniv  real  cbllatcral  available  under  the  current  regulations  and  procedures  of 
the  Guaranteed  Student  Loan  Program. 

8.  THE  OVERHANOINO  CUIMS 

It  k  the  unanimous  opinion  of  tlie  gfoup  that  tlic  existing  defaults  are  but  a 

^n«  11  fraotlT"  i  "'^  I'«t«""»Vr'?''./LV  hllva 

tt  t  ht"  not  vet  nmtuved,  aiid  an  utiknown  but  large  amount  of  loans  that  have 
Sn  repurchased  by  the  lending  Institution  (some  schoo  s  and  some  stntes)  but 
stll  overhatjg.  The  schools  and  states  bought  back  this  paper  so  as  to  keep 
the Ir  .  pparen  de  ault  rate  low  but  it  Is  potentially  a  large  source  of  claims. 

\v^^t I  rSard  to  what  was  previously  referred  to  as  the  overhajig.  that  If, 
defa  il  ed  loans  which  have  l)een  ret)Uvehased  by  schools  or  states,  the  reconw 
neStloV w^^^^^  the  Institutions  holding  this  paper  be  given  no  more  than  one 
"ear  trille  then  as  defiiulted  loans.  The  federal  guarantee  should  terminate 
after  that  period.  An  Incidence  of  default  must  be  operationally  doilned,  and  the 
guarantee  for  future  defaults  should  terminate  after  one  year,  i„,.,i,„„ 

The  team  has  not  addressed  the  problem  of  loan  defau  ts  through  state  lending 
agencies.  We  have  no  commetit  on  this  problem  other  than  to  require  the  state 
to  meet  u  deadline  similar  to  that  of  schools  and  banks. 

ERIC     ,  Ijit 
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Collec'tloii  effoi'ts  on  the  present  defauUea  debt  «houia  be  lundo  In  a  manner 
that  considers  that  much  of  this  debt  was  Incurred  under  conditions  that  could 
be  perceived  by  the  debtor  as  misrepresentations  or  at  least  Ignorance.  It  Is  the 
unanimous  opinion  of  the  group  that  direct  throat  of  legal  action  and  legal  action 
snonld  be  brought  only  against  those  debtors  who  owe  large  sums  of  money,  who 
have  ^lie  wherewithal  to  pay,  and  wlio  received  real' value  from  the  education 
which  oceaslotied  the  indebtedness,  While  other  reasons  lead  the  group  to  uuanl- 
»i<^i»«ly  i'<*^*(>»»nend  the  use  of  Independent  contractors  as  a  collection  agency, 
It  Is  felt  that  the  operations  of  reputable  collection  agencies  are  such  as  to  act 
n  a  manner  compatible  wltji  the  above  statement.  Generally,  debtors  are  treated 
In  three  categories.  If  they  have  received  no  value  and  would  tie  llnandally  dis- 
tressed by  repaying  the  debt,  the  collection  pressure  Is  relatively  uUld;  If  they 
have  received  little  value  but  are  likely  to  be  able  to  repay  the  debt,  they  are 
advised  of  tlie  lmi>ortance  of  paying  the  debt  to  keep  their  credit  standing 
good;  and  If  they  have  received  value  and  can  pay  but  haven't,  consldeniblo 
pressure  Is  brought  to  bear.*  Incidentally,  when  a  commercial  collectloti  agency 
forwards  a  claim  to  an  attorney  the  remuneration  to  the  collection  agency  Is 
mlnlnml.  * 


n.  STAmNG  .ANALYSIS 


\Vhllo  a  E.  nm^  staff  up  with  Its  own  collection  force  sufficient  to  handle 
routine  collections  as  they  occur  in  the  future,  it  is  unanimously  recounnended 
that  0.  K  not  atteinpt  to  staff  up  to  handle  the  load  represented  by  the  present 
debt  An  analysis  of  the  effort  required  Is  as  follows : 

;The  requirement  for  the  creation  of  an  O.  E.  itilernal  collection  system  to 
ooUeot  $l,ri00.00O,n(K).()0  worth  of  loans  throughout  the  nation  would  be  prohll)l. 
tlvely  ehiborate.  $1,800,000,000.00  In  loans  which  are  severely  delinquent  with  an 
average  loan  of  $1,100.00  per  lM)rrower  would  mean  we  have  $1,300,000  borrowers. 
Assinnlng  that  00%  of  the  1.300,000  people  are  treated  as  delinquencies  and  that 
one  collector  can  handle  400  accounts  (which  Is  significantly  above  the  average  for 
collectors  from  commercial  banks)  3,000  collectors  would  be  required.  If  the 
rennUnlng  10%  or  130,000  became  legal  c^ses  and  were  bundled  60  per  man,  which 
Is  again  above  the  commercial  bank  collector's  average,  an  additional  2,000  legal 
collectors  would  be  required.  Add  to  this  the  admlnLstratlve  staff  and  secretarial 
support  and  It  appears  that  the  Government  would  have  between  6,000  and 
10,000  additional  employees  to  collect  tliese  student  loans.  7,600  collectors  at  an 
average  cost  of  $10,000  per  person  Is  a  total,  cost  of  $75,000,000.00  In  annual 
salaries.  This  would  seem  to  be  an  unacceptable  solution  and  It  would  appear 
that  substantial  bomtses  could  be  paid  to  banks  Instead/* 

te.  sttoutt)  0.  fi.  coL^^iC'r  iNTEkNAttv? 

Several  of  the  team  members  feel  it  would  be  Inappropriate  for  0.  B.  to  set 
up  any  collection  department  at  all.  Research  on  tlie  characteristics  of  successful 
collectors  Indicates  that  they-- 

Are  forceful,  assertive,  aggressive,  and  somewhat  liostllei 
Are  leadership  oriented  and  quick  tliinkers  who  enjoy  verbal  persuasion 
and  domitmting  people  encounters  i 
Are  ambitious,  desirous  for  quick  rewards,  money  and  Job  t)rogre^slon,  and 
.  imve  a  strong  need  for  recognition  and  personal  praise  i 
Require  Individual  treatment  | 

Arc  Itjitupendent,  resourceful,  nonconformists  who  dislike  rigid  structufe 
ami  resent  antliority ; 
Work  best  under  strong  pressure  to  produce  results  i 
Are  highly  persistent: 
l*refer  odd  work  hours. 

One  recommendation  involves  paying  tlie  banks  a  l)onus  for  collection  of  debts 
that  p.  B.  has  acknowledged  are  In  default.  Since  the  banks  already  have  coUec- 
t  on  departments  and  collection  |u*ocedures,  and  since  the.^»  would  be  familiar  with 
the  debts  on  their  own  books,  it  would  appear  t)roper  for  O.  B.  to  pay  them 
bonuses.  A  figure  of  10%  of  collection  was  suif«ested.  Cm»  is  less  than  commer- 
cial collection  agencies  charge.)  adhere  was  some  discussion  abotit  the  banks  being 
tempted  to  define  more  loans  as  being  In  default  if  they  operated  under  this  proce* 

1  The  fourth  cat<»«or,v  de«i)pv««  mM  nrrnn«efttOttt«  at  Ichj^theawl  hayoufc 
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banks. 

i\  SUMMAttV  OP  SUOQRS'l'IONS  miM  TO  COtt.ECTWN  OK  TKK  PRESENT  nRtlT 

1  Assure  toMghness  of  colleotlon  «ffort  is  nppi'opi'inte  consiaerlng  drcum. 
'Tln?agil»J"t't^^^^^^^^^^         successful  ooUeetlou  agencies  (pei-haps  banks) 

'"a^EstSSadeamineforo^ 
4  AaSS  abUlty  of  O.  B.  to  (Urectly  employ  successful  coUeqtora. 
8.  Systeuiatlze  collection  procedures. 

X.  TE.VM  Views  on  the  'Hum  and  Need  for  the  P«oaR.\M 

A.  PftOBtEMS 

As  tbe  tennt  nitnubers  Investigated  the  hroad  problem  of  "t'leifle^sS 
for  thB  progrmn  and  the  effect  of  the  program,  the  following  more  speolfte  issues 

Bankers,  school  tt»l'"»«««trutor«.  and  «t}^^^^^^^^^^^ 

fSf  every  c  tlsjen  to  realisJe  his  maximum  t»»tent|aA  "  ^ViMrJi 
''7Xi&ttXS^TAtTi'«>  tending  »m«|.mlt*  « 

■  lis  withUt  iiecesstu'ily  being  exacted  a  pilee  for  them.  We  have  not  .\et 
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develoiied  our  undoMttmrtJiigs  of  these  benefits  and  how  they  Impact  on  tlie 
enrnliiga  of  a  cpi'poration.  When  lenders  commit  resources  to  a  program 
they  must  he  able  to  measure  the  benefits  <lerlvert  from  doing  so.  It  is  dilfi- 
functioils     "      provide  an  overwhelming  response  to  social  welfare 

nJMliwi^'T  "nlversities,  colleges,  and  trade  and  technical  schools  that 
tlio  program  is  needed  and  has  greatly  enlianeed  the  opportunity  of  nuniy 

education  in  the  field  of  their  choicef  Although 
the  mfef-hanles  do  not  W(n'k  properly  at  the  present  time,  the  overall  idea  Is 
StlSithSvSw^^  prospective  students  to  attend  the 

0.  THE  TAROET  HAS  BEEN  MISSED 

Based  on  their  interviews  and  assessments,  the  team  members  are  unanhnous 
L  S'LoTIf"  ^'"^''^^  Is  pre^ntly  porly  defined  in  terS  of 

target,  that  through  administrative  action  the  target  has  been  nmdilled  from  tlui 
m-ig  nal  legislative  intent,  that  this  modificarton  lurbeTdetSeK 
total  accomplishment  of  the  program,  and  that  the  needs  analysis  teS  as  applied 
to  loans,  is  a  principal  cause  of  this  malfunction.  ' 

'ri.{J?ii.m%!.M^*''l'"«V°u  Prograp.  target  has  not  been  adhered  to. 
(fX£fci.Sl«S^^^^^^^^^  ^"'"""y  ^esiwn^JWe  for  the  default  and 

iieunquencies  rate.  Originally  the  program  was  designed  to  tarcet  the  mitldlp 

e\er,  the  unrealistic  income  criteria  lu  the  needs  analysis  has  resulted  in 
he  exclusion  of  many  members  of  the  middle  ineon.rtarget  grSup.  In  add 
t  on.  the  guaranteed  aspects  of  the  loan  have  been  utlliml  In  a  maimer 
>1i Ich  has  encouraged  an  Increasing  number  of  low  iJicomeThigh  cied  f  rS 
groups  to  obtain  funds  under  the  program  resultUig  in  an  IncilasiKefJ  ilt 
SNVTheinSS  "<l'»«»'f«;n"ve  costs  to  the  leSder."j£rm  rpJinT^ 
E'  iS  S"arantee  was  originally  designed  to  reduce  the  risk  involved  to 
the  lender  in  loaning  money  at  this  low  rate  for  this  lengtl  of  time  to  thp 
n|^dd  e.  twome  target.  This  guarantee  has  been  m  KSSed  as  rn>eth^^^^ 
S?oT"*'  ''''  ««b«tantiulV£l?hV«M 

S^f«*t?*       ^^^^  has  resulted  In  the  program  eSi?efy 

h«S  ^^^^^^^       w'^Jdle  class  famTllerThiS  occurred 

?hi7»«nf^  „MHri"l^"**ii**.°^*"'?  atldition,  frequently  eliminates  the 

stlffirSSaS^^^^^^^^^^^  luagnltud/to  satisfy  S 

aga'MLiSd?/M 

aggressively  directed  away  from  educating  thSf  most  Ukll^to  rS  thJlt 
loans,  .e.  students  from  middle  clarf3l  es.  In  foct  the  e^^^^^^^  Sfih 
by  certain  schools  to  obtain  students  fr(^m  failles  whHrfeSonfifJn 
poor  has  resulted  m  the  granting  of  large  number"  of  Es  to  stuTn  f 
are  either  not  prepared  to  assume  the  loanbllgationTSr  X  ar^^^ 
fact  qualified  for  the  education  that  thS  reSfas  a  result  of  f^^^^^^^ 
ifZiV^  ^^TZ^''  ^ ^«Mt«d?nVL^^^^^^ 

Ss  defaiA*%ft^^^^^^^^^  substantial  resources  when  heS 

if„  i^i.  ..T?,""  and  the  students  hav  ng  their  record  mnw^a 

«"ttranteed  Student  r.oans  because  of  beliS  i«?S 
f  Mm.     "  are  not  fit  ol  able  toSefit 

The  OSIiP.  like  all  the  othef  Federal  student  assistance  tirniirrtmsf  tn 
fact,  a  soelai  welfare  program.  However,  the  (isS  Sns^To  suffer  f^^^^^^^^ 
ttitH  „"iH\H^'^*^'*  definition  of  whether  It  is  a  social  progrSrereated 
primarily  to  enhance  the  edttcational  level  of  oUr  population  or  whetlS  It 
1«  a  standard  conventional  profit  oriented  credit  prSn  rSc  ^^ 
to  take  only  good  credit  risks  and  then  enforce  coBK 
in  fact,  the  latter.  It  has  no  place  in  the  Federal  stm  e  it  as"  st"«  c^^ 
since  there  are  private  banking  and  credit  In^t ItutLrSd^ 
adequately  can  serve  the  requiremeMts  lof  g<  ,1sk  bi^^^^^^^^ 
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the  other  hand,  we  know  that  the  OSLP  Is  in  fact  directed  to  serving  the 
needs  of  student  borrowers  who  are  not  good  credit  risks  and  those  student 
borrowers  who,  although  they  may  he  satisfactory  credit  risks,  have  difil- 
cuUy  in  obtaining  credit  to  finance  their  education.  If  serving  these  bor* 
rowers  is  the  intent  ot  the  program,  it  meshes  very  well  wltli  a  number 
of  other  programs,  such  as  the  NDSL  program,  the  WIN  program,  the  Col^ 
lege  Work  Study  Program  and  the  BBOG  and  SKOG  programs.  On  the 
other  hand,  the  needs  analysis  procedure  as  It  is  currently  operatic  greatly 
reduces  the  value  of  this  GSLP  program  In  satisfying  the  aforesaid  objoc* 
tlves  of  supplying  adequate  credit  to  tJiose  who  need  credit  (not  grants  or 
work  study,  etc, )  in  order  to  obtain  an  education. 

The  needs  test  as  implemented  in  March,  1973,  has  been  a  total  disaster 
for  the  program  both  in  terms  of  quality  of  credit  granted  and  in  terms  of 
effectively  free/Jng  out  nmny  needy  students.  This  is  so  not  only  because 
of  the  limitation  of  the  sl?<e  of  loan  which  has  resulted  from  the  needs  test, 
but  also  the  elimination  of  the  interest  waiver  for  certain  students,  which 
discriminates  against  these  students  because  of  the  fact  that  no  needs  test 
has  ever  been  created  which  will  truly  define  the  real  needs  of  a  borrower. 
Thus,  the  needs  test  should  be  entirely  eliminated  and  the  maximum  GSLP 
be  granted  to  any  cltljsen  who  desires  to  attend  school. 

D.  COXSOUOATfi  PAOOKAMS :  ONfi  ORANT,  ONG  tOAK 

l^he  team  members  suggest  that  there  should  be  one  grant  program  and  one 
loan  program  with  the  needs  analysis  test  being  applied  to  the  grant  program  only. 
It  is  felt  that  there  are  too  many  federal  programs  for  packaging  puri)oses. 
In  general,  we  concur  with  the  trade  and  technical  schools  that  there  should 
be  a  grant  program  and  a  loan  program.  The  grant  program  should  be  based 
on  need  and  the  loan  program  should  be  available  to  anybody  who  requests- 
it.  The  loan  program  can  be  either  the  National  Direct  Student  Loaif  or  the 
Federally  Insured  Student  Loan  but  there  does  not  need  to  be  both  available. 
ITils  Is  not  a  unanimous  thought  for  many,  If  not  most,  trade  and  technical 
schools  prefer  the  Natiotuil  Direct  Student  Loan  to  the  Federally  Insured 
lioan.  This  preference  is  due  to  the  problems  outlined  in  Chapter  VII  on  the 
vlews,c)f  trade  and  technical  schools. 

'  Tlie  pronTeratlon  of  programs  has  resulted  in  substantial  confusion  as 
well  as  lack  of  proper  use  of  some  of  the  programs.  Thus,  a  distillation  of 
nil  of  the  Ofiice  of  Education  student  assistant  programs  could  probably  be 
nicely  done  by  the  elimination  of  all  the  programs  except  the  BEOG  and 
the  GSLP.  If  this  were  to  be  done,  BISOQ's  would  he  expanded  and  there 
Would  be  only  one  needs  test  for  BEOG  and  GSLP.  Based  on  this  one  needs 
analysis,  a  certain  amount  of  funds  would  be  granted  under  the  BEOG  and 
any  renminder  would  be  GSLP.  The  GSLP  would  then  be  collected  as  If  it 
were  a  normal  credit  situation,  i.e.  intensive  collection  efiforts  Would  be  made 
to  collect  the  loan.  This  would  not  be  a  hardship  on  the  student  if  the  BEOG 
Were  expanded  to  provide  funds  for  those  students  whose  flnancKnl  situation 
demanded  a  larger  BBOG  than  currently  available  but  who  now  receive 
Interest  subsidisied  GSLP's  because  of  the  current  limitations  on  BBOG's. 
No  interest  waiver  would  exist  and  thus  no  interest  subsidy.  The  funds 
formerly  used  for  the  interest  subsidy  Would  be  used  to  bolster  the  funds 
available  for  the  BBOG's.  If  necessary  the  NDSL  Would  be  kept  in  its  present 
dwarfed  by  GSLP  and  which  will  soott  be  dwarfed  by 
BBOG.  On  the  other  hand,  NDSL  does  p^nvide  for  institutional  allocation  of 
funds  based  on  merit  as  well  as  need  and  thus  provides  an  important  dimen- 
sion lacking  in  the  other  urograms. 

We  recognisse  the  need  for  funds  on  the  part  of  our  underprivileged  citl* 
^ns  I  however,  the  vehicle  to  supply  funds  for  this  group  would  be  more 
appropriately  a  grant,  not  a  loait.  We  feel  strongly  that  to  loan  money  to 
students  who  are  not  prepared  to  cope  with  the  responsibilities  of  contractual 
relationships  does  not  enhance  or  encourage  our  Nation's  educational  better* 
ment  Programs  should  be  designed  with  a  View  to  succeeding  within  the 
parameter  of  needs  of  individual  stttdents* 

tj.  smuN'T  ACot)ss  \  wttAt  IS  Tiijj  MAttKBr  Am  llow  cAU  n  m  Bmmi 

*here  is  concern  that  some  individuals  who  should  be  using  the  program  (In 
the  sen^e  that  they  are  now  trndereducated)  are  pracJtlcally  prevented  from 
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usln«  tho  proKnun.  by  tliolr  unuwuronoss  or  luisumlerstaiulluff  of  tho  program,  or 
hv  (UscouraKtMueut  from  schools,  Tliere  is  additional  vowvvvn  that,  if  all  wlio 
.siiould  uso  the  program  did,  the  funding  required  by  the  goveriimotit  would  he 
very  mtieh  larger  than  it  1»  now, 
We  roeounaeud  thnt  a  study  be  made  to  determine—  ,  ,    «  t«, 

The  ultimate  sl/-e  of  the  nuvrket  (undereducatlou  caused  l)y  financinl 

reasons),  .  t  ^ 

TUi)  nuirket  share  being  served  by  the  GhhV  prodtiet, 
A#tireness  and  i>erception  of  the  product  in  the  nuirliet,  and 
An  analog  to  price-volume  relationship.  i., 
Thi^  survey  would  Include  students  educated  at  various  leve  s,     we  I  us  in- 
diviilnals  wlu)  termluated  tlielr  education  at  or  during  high  sdiool.  Individuals 
who  applied  for  and  were  denied  loans  and  grants  would  be  included  in  the 

""'^Infon^  on  the  ^^jrice-volume"  relationship  would  Ik»  useful  iu determlulng 
how  b(»st  to  serve  the  niarket  with  a  limited  amount  of  the  critical  vesotu'ce 
of  ftrndlng.  The  teani  uuMubei^s  assume  that  a  limit  docs  exist,  and  that  it  nnist 
be  (jividcd  aniojig— 

Internal  adm    '  rativo  cost, 

Subsidized  iutvicst  dia^erentlal. 

Indirectly  reimbursed  processing  cost, 

Paying  off  defaults,  and  ^        ,  ^ 

l'4>nunltnient  of  funds  cost  (government  borrowing). 
A  related  issiu;  Is  the  apiiortionment  of  funds  to  griint  program  or  loan  program. 
The  team  members  are  critical  of  the  present  allocation  of  these  costs:  it  ap- 
pears to  be  done  in  an  unplanned  manner,  and  based  on  less  information  mux 
could  be  made  available.  To  some  of  the  team  .members  it  does  not  appear  to  be 
di>ne  at' all  and  tiiere  is  no  acknowledged  limit:  the  exi)enses  "Just  happen." 

It  is  believed  that  the  suggested  consolidation  of  prograius  Into  one  of  grant 
and  ono  of  loan,  and  the  elimination  of  Interest  waiver,  will  be  in  the  right  direc- 
tion of  resource  allocation.  Another  consideration  is  how  much  interest  to  charge 
the  student.  This  probably  Is  the  key  price-volume  tradeoff  analog. 

The  program  as  it  is  presently  administered,  it  appears  to  the  team  iuemhers, 
has  had  an  effect  of  shifting  students  from  small,.colleges  to  large  universities 
and  from  independent  proprietary  schools  to  those  alHUated  with  strong  flnandal 
resources.  The  team  members  believe  that  these  shifts  are  contrary  to  the  Intent 
of  the  legislation*  .  '    ^  '  , 

As  bad  been  mentioned,  these  shifts  occur  because  of  two  reasons :  the  non- 
availability of  the  loans  at  the  small  colleges  and  independent  proprietary  schools, 
and  the  relative  luuivullabillty  of  funding  to  the  middle  class  student  who  more 
typiciilly  attends  these  types  of  institutions.  ^       i     ^< . 

Some  of  the  team  njembers  tiuestloned  the  appropriateness  of  offering  these 
loans  to  students  of  home  study  courses.  The  reasoning  is  as  the  home  study 
school  owners  related  in  Chapter  VIII. 

0.  0.13.  B'tAVV  aoAts 

There  was  unanimous  concern  as  to  the  appropriateness  of  the  goals  of  O.E." 
staff.  These  goals  should  be  stated  In  terms  of  effectiveness  of  the  program  In 
increasing  education  instead  of  dollars  loaned,  and  that  is  how  the  cost  effective* 
ness  of  the  program  should  be  ?neat5«rea  and  conipared  with  other  nrogVftni«. 

lU  St^MMAttY  01?  SttaOKSnoNS 

In  suttunnry,  the  suggested  solutions  to  the  problems  of  program  definition  are : 

1.  Consolidate  programs— a  loan  program  and  a  grant  progriun.       ,    ,  ,  / 

2.  Kllminate  interest  sttbsldissed  loans,  A  grant  could  cover  the  Interest  subsidy. 
8.  Mllmlnato  needs  analysis  for  loan  program. 

4.  Prevent  the  schools  ffom  being  lenders,  directly  or  Indirectly.       ,  ,  , 
5i  survey  student  and  nonstudent  population  so  as  to  measure  the  total  need 
for  the  program  as  well  as  the  awareness  of  and  the  praettcal  access  to  the  pro- 
gram, and  the  prlce*volume*expense  tradeoffs,  r  It 
6.  Legislate  and  fund  the  program  based  on  knowledge  of  government  comndt- 
ment  for  funding  that  will  be  Involved. 
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7.  Legislate  the  target  aiul  im»vent  clmuglng  the  target  administratively, 

8.  Assure  funding  in  accordance  with  a  legislated  need,  without  requiring 
bankers  to  subsidize  the  program, 

0,  Require  a  do>vn  payment  and  ongoing  interest  payments.  This  will  tend  to 
assure  a  student  target  that  Is  counnitted  to  becoming  educated. 

10.  Reassess  the  appropriateness  of  the  program  for  home  study  students. 

U.  Restate  O.E.  goals  in  terms  of  educatlomil  achievement  and  cost  effective- 
ness. 4 

XI.  COUECTION  OP  FUTUHE  DrBT 
A.  THE  ATTITUDE  OP  BANKERS 

There  appears  to  be  an  underlying  theme  from  discussions  with  bankers  that 
the  entire  Guaranteed  Loan  Program  is  a  fom  of  a  grant  program.  Since  this 
idea  prevails  In  the  thinking  of  the  tmnkevs,  credit  criteria  in  granting  of  loans 
is  much  lower  and  the  collection  effort  of  the  bank  is  often  of  a  minimal  cype, 
just  sufliclent  enough  to  qualify  for  the  *'dtie  diligence"  ve<iulvenient.  The  attitude 
seems  to  bo  **slnce  the  Government  is  going  to  pay  the  lortn  anyway,  I  don't  imve 
to  Worry  about  it.**  The  entire  collection  attitude  of  the  Student  Loan  Program 
must  be  changed  starting  with  the  Office  of  Education  and  moving  swiftly  down- 
stream to  alUenders. 

B.  STUDENT  ATTITUDES 

The  students  do  not  always  understand  that  they  are  getting  a  loan  rather  than 
a  grant— some  of  the  pai)er  wwk  has  been  misleading  to  the  extent  that  some 
students  believe  that  they  are  getting  a  grant  rather  than  a  loan  ^md  some  un* 
scrupulous  sales  personnel  have  purposely  misled  the  students  into  believing 
same. 

A  major  problem  of  the  current  program  is  that  in  some  cases,  according  to 
certain  student  ilnandal  aid  officers  and  administrators,  as  many  as  30%  of  the 
recipients  of  the  FISL*s  do  not  understand  the  fact  that  the  FISL  Is  a  loan  and 
thus  don't  properly  assume  the  obligations  of  the  loan. 

There  is  growing  concern  that  sonie  stttdents»  especially  those  with  large  loans^ 
contemplate  bankruptcy  proceedings  so  as  to  avoid  the  payment  upon  graduation. 

C.  roSTUBE  op  THE  SCHOOL 

'Some  institutions  have  permitted  unqualified  students  to  enroll  and  nmke  nih 
plication  for  the  Government  Student  Loans  simply  as  a  means  of  generating 
additional  funds  Uow.  In  these  cases*  the  prob^ibility  of  the  students*  success  in 
school  is  smaU  and  the  probability  of  default  is  great. 

Duo  to  the  fact  that  the  government  has  administered  the  program  into  a 
"lower  class**  program  they  are  automatically  causing  a  higher  rate  of  defaults. 
The  needs  analysis  causes  the  program  to  be^put  into  an  area  wliere  defaults  are 
going  to  be  high.  In  addition,  the  fact  that  schools  are  lendei's  allows  them  to 
"sell  loiiins**  as  opposed  to  education  and  therefore  have  dissatisfied  students  and 
a  great  deal  of  defaults.  The  fact  that  proprietary  schools  have  a  high  default 
rate  is  partially  due  to  their  different  selling  tactics  and  partially  due  to  the  f^ict 
that  loans  made  during  the  same  t>eriod  of  time  to  colleges  have  not  yet  begun  to 
be  in  their  payout  period,  therefore,  weighting  the  statistics. 

D.  AWAKENESS  BV  tENDEU  OP  DEPAt;LT 

Mechanically  a  imijor  problem  with  the  program  is  that  when  the  student 
drops  out  there  are  no  mechanics  to  notify  the  hinder  that  the  student  has  left. 

E,  tOCATtNQ  THE  DEPAUtTEU 

The  most  expensive  part  of  collection  procedures  is  finding  the  debtor,  The 
combination  of  the  mobility  of  a  student  iK)pulatlon  and  the  length  of  time 
between  funds  disbursement  and  the  first  collection  effort  i^esulti^  in  an  abnor* 
many  high  percentage  of  unlooated  debtors. 

If*.  LEOAti  BEMEDIES 

Legal  remedies  such  as  garnishment  or  threatening  legal  proceedings  are  not 
presently  permitted. 
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0.  SUMMARY  OF  8U0OE8T10N8 

1.  Prevent  the  schools  from  belug  lenders,  directly  or  liuUrectly.  Schools  are 
not  set  up  or  stiiffed  to  perform  this  function  and  they  are  more  likely  to  nils* 
represent  the  lending  situation  than  are  banks. 

2,  Some  of  the  team  members  ipiestloned  the  advisability  of  i)ermittlug  home 
study  stu<le«tiJ  to  qualify  for  the  program.  The  traditional  noncollectlon  rate  of 
hom«  study  schools  is  substantially  higher  than  that  of  resident  schools  and 
substantially  higher  than  the  GSLP  should  tolerate.   ^        ,  ,  .     ,  , 

8.  Ktlmlnate  from  the  program  the  loans  with  subsidized  Interest  payments, 
The  routine  payment  of  interest  provides  an  Immediate  and  continued  contact 
between  the  student  and  the  lender.  The  team  unanimously  feels  that  the  addl* 
tlomU  administrative  and  bank  processing  cost  Involved  In  the  loans  without  * 
Interest  subsidy  would  be  more  than  overcome  by  the  reduced  ext)ense  of  default 
and  of  the  mechanical  problem  of  notifying  the  lender  when  the  student  terinl* 
nates  his  education  and  the  reduced  cost  of  locating  defaulters,  Additionally,  the 
team  memlmrs  are  certain,  from  prior  exi)erlence.  that  .students  willing  to  nmke 
an  Interest  payment  are  much  less  likely  to  default  on  the  principal  amount. 

4.  lieciulre  a  down  payment  from  each  student,  The  figure  of  $1(H)  was  sttg- 
gested.  The  student  then  has  some  Investment  In  his  education  and  Ills  Interest 
In  education  Is  more  assured,  .  ...... 

5.  Recjulre  Interest  payments  to  be  made  by  the  student  monthly.  It  Is  the  feel* 
lug  of  most  of  the  team  members  that  the  requirement  of  the  down  payment  of 
$100  and  monthly  interest  payments  ranging  from  $8,00  to  $40.00  per  month 
would  significantly  reduce  future  debt  collection  problems.  Improve  the  target 
to  those  committed  to  becoming  educated,  and  not  distort  the  legislative  intent 
of  the  program.  ^      ^       .  ^  . 

6.  Each  lender  qualified  for  the  progam  should  have  a  specialist  who  maintains 
a  current  knowledge  about  the  program.  The  Olllce  of  Education  should  provide 
training  for  these  si^eelallsts.  This  training  should  also  be  available  to  school 
administrators.  Some  of  the  members  suggest  that  the  Office  of  Education  test 
and  certify  the  qualifications  of  the  lenders'  specialists. 

7.  Some  of  the  team  members  felt  that  the  Office  of  Education  should  establish 
direct  communication  with  the  student  to  advise  lilm  of  its  role,  and  to  reinforce 
the  student's  knowledge  of  the  conditions  of  the  IfcaU,  and  to  provide  some  assur- 
ance that  the  leader  be  notltted  either  by  the  school  or  the  student  as  to  the 
time  that  the  student  terminated  his  education  and  the  loan  matured. 

&  At  the  time  the  student  enrolls  In  school,  he  should  reaffirm,  by  signature, 
ills  contract  regarding  tlie  loan  In  order  to  insure  that  he  fully  understands  the 
natureof  the  agreement  to  Which  he  has  contracted.  ^      ^  ' 

9.  Based  on  the  precautions  tluit  woidd  prevent  any  misrepresentation  of  the 
loan,  the  student  should  be  required  to  waive  legal  defense  of  Infancy  and  bank* 
ruptcy.  and  iwrnilt  garnishment  and  priority  claims.  ... 

10.  Some  of  the  team  members  suggested  that  the  school  be  a  partial  cosigner. 
Present  i)ractlce  With  regard  to  National  Direct  Loans  In  effect  makes  the  school 
a  10%  cosigner.  .      '     .  . 

11.  The  Office  of  Education  should  be  permitted  to  use  social  security  numbers 
for  tracing  students.  A  social  security  number  application  should  be  re(iulred 
of  every  student.  ^ 

12.  t'unds  should  be  disbursed  to  the  school  on  a  pro  rata  basis;  that  *s.  In 
t)roportlon  to  the  education  received.  A  qimrterly  system  might  be  employed. 
Schools  would  be  reqtilred  to  verify  that  the  borrower  Is  a  student  In  good 
standing  and  show  evidence  of  his  progress  before  additional  funds  could  be 
'  forwarded  to  the  schr)ol.  It  Is  recognlsjed  that  this  Is  contrary  to  present  school 

refund  policies  and  will  Increase  ♦the  administrative  costs  of  funds  disbursement. 
The  cost  effectiveness  of  the  savings  In  defaults  and  collection  efforts  against 
the  increased  administrative  costs  should  be  investigated. 

13.  O.  E.  should  require  of  the  school  an  exit  Interview  with  each  graduating 
student  and  with  those  terminating  before  gra<ltnitlon.  where  possible.  This 
Interview  would  serve  to  reaffirm  the  students  obligation  to  pay  the  loan  at  a 
specified  time  iis  Well  as  verlfi/  that  the  studeiit  has  been  satisfied  by  the 
school^  training.  ... 

14.  Some  of  the  team  membew  suggested  shortening  or  eliminating  the  grace 
lierlod.  after  education  terminutlon.  before  principle  payments  begin.  This  might 
be  more  appropriate  for  noticoUege  students,  There  should  be  no  waiver  of  Inter- 
est payments  during  leaves-of-absetice. 


ERLC 


1  u  k 


157 

15.  The  Office  of  Education  should  imhllsh  a  **report  car(V*  (in  both  schools 
and  lenders,  relative  to  dropouts  among  student  borrowers  and  dellnaiienotes  In 
loan  repayments*  This  report  card  should  he  made  available  to  all  schools  and 
lenders  participating  In  the.  program,  as  well  as  a  public  record. 

16.  A  system  of  bonuses  and  penalties  should  bo  established  for  lenders  and 
for  schools  based  on  default  rates.  This  could  be  In  the  form  of  differential  in- 
surance fees.  School  with  high  default  rates  among  their  students  should  he 
disqualified  for  the  program. 

17.  Some  of  the  team  members  suggested  a  flne  for  those  schools  who  did  not 
notify  the  lenders  of  student  termination. 

18.  With  regard  to  the  collection  effort,  there  were  differing  suggestions* 
but  all  team  members  concurred  that  O.  G.  should  have  a  systems  study  per* 
formed  on  its  collection  efforts.  Some  of  the  members  suggested  that  O.  B.  hire 
staff  in  the  collection  and  legal  area  to  provide  for  the  collection  effort  that  will 
he  ongoing  after  the  present  defaults  are  worked  down  by  an  outside  collection 
agency,  Some  of  the  team  members  suggested  that  ultinmte  collection  effort 
fie  made  by  the  Internal  Revenue  Service,  On  the  other  hand,  some  of  the  team 
members  felt  that  the  most  cost  effective  procedure,  considering  the  natttre  of 
the  collection  process  and  the  characteristics  of  the  personnel  required,  would 
be  to  contract  this  work  out. 

10,  Some  of  the  team  memi)ers  suggested  thftt  when  the  loan  matured  to  the 
payout  period,  that  It  he  purchased  from  the  bank  by  the  Social  Security  agency 
who  Would  then  collect  it,  The  collection  could  be  in  the  form  of  an  incremented 
percentage  of  payroll  deduction,  perhaps  nuitched,  as  is  presently  done,  by  the 
employer.  Another  technique  that  would  make  the  jmyment  income  contingent 
Would  be  to  continue  the  standard  iiercentage  of  payroll  deduction  on  Income 
greater  than  the  present  nmximmn  for  which  social  security  deductions,  are 
made. 

Xn»  TtJAM  Vlfc:W8  OH  THE  AVAIUmUTY  OF  FUNUS 
A.  UKASONS  FOK  UNAVAIUmiilTy 

The  prinmry  reason  funds  are  not  available  is  the  program  is  not  a  profitable 
use  of  banks*  assets.  The  noiiitnal  rate  Is  l^ss  than  the  cost  of  funds ;  the  bonus 
is  uncertain  and  does  not  cover  handling  costs:  and  until  a  chatiged  law  Is 
effective,  the  nonearnlng  use  of  assets  w*hile  the  claim  is  being  processed  further 
reduces  the  yield.  In  addition  to  the  very  ?iigh  direct  handling  costs  of  these 
loans,  the  lenders  feel  there  are  unknown  but  substantial  indirect  costs  involved ; 
principally  the  re(iuirements  for  bank  officers  to  deal  with  the  government,  the 
schools,  and  the  students  and  assure  adherence  to  unclear  and  frequently  chang- 
ing government  procedures.  The  growing  uncertainty  about  the  government 
guarantees  is  another  detriment  to  the  funds  supply.  An  additional  factor  Is 
the  relative  illiquldity  of  this  asset  use. 

B.  SUMMAHY  OP  SUOOEStlONS 

1.  Tim  funding  for  this  program  should  be  assured  by  legislative  action.  The 
legislation  must  be  lm^^M^  on  a  sitrvey  to  determine  the  educational  needs  that 
this  program  could  fuiilll,  <i  commitment  of  the  amount  of  funds  to  be  apbronri- 
ated  for  the  program,  and  a  definition  of  target  so  that  the  funds  match  the  needs. 
This  Would  assure  the  banks  that  the  government  guarantee  would  be  honored 

•    promptly  and  would  enable  the  subsidis^atlon  of  the  program  to  be  tratisferred 
from  the  banks  to  the  tax  payers. 

2.  Vleld  rate  should  be  established  that  would  not  require  the  banks  to 
subsUli;5e  the  program.  Because  costs  of  funds  iire  so  volatile,  the  yield  would 
bo  attractive  to  banks  it  tied  to  the  costs  of  funds.  A  figure  of  the  average  federal 
funds  rate  for  the  quarter  plus  8%  Is  suggested.  This  Would  make  the  loans  as 
attractive,  except  for  liquidity,  as  the  sale  of  federal  fimds  and  would  not  damage 
the  profitability  of  banks  that  were  required  to  purchase  federal  funds. 

8.  The  banks  shoitld  be  certain  as  to  what  the  yield  Is.  They  should  know 
the  formula  by  which  It  is  cilleulated.  If  the  federal  fimds  rate  Is  used  as  a 
basis,  pf  *  :j.i;1s  the  average  for  the  preceding  quarter  could  be  used. 

4.  iu  ^-lU vjhUlng  liquidity  and  capital  adeqimcy,  consideration  should  be  given 
/     to  the  fa"  :hat  these  loans  are  federally  guaranteed. 

8.  An  operational  definition  of  due  diligence  in  collection  must  be  provided* 

G.  An  operational  definition  of  due  dilllgence  in  loan  initiation  (other  than 
determination  of  credit  worthiness)  should  be  established  and  promulgated* 

ai]~045^t4-  11 
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7.  EHuiinnto  procrastination  and  (K»lay  in  the  payment  of  dnlma. 

8»  Witlioiit  Investigating  O.  internal  procedures,  it  aptieared  to  tho  team 
members  tUut  some  of  the  frustrations  and  indirect  costs  incurred  by  the  lenders 
would  be  el  .nUiuUed  If  o.  13.  would  review  its  Internal  procijdures  and  simplify, 
stabili/A  and  mai>e  uniform  throughout  the  ageticy  Its  dealings  with  and  require^ 
ments  of  the  banks.  ^     x,  ^ 

0.  O.  E.  should  attenu)t  to  reduce  the  direct  administrative  costs  of  these 
loans  bv  seeking  to  parallel  the  procedures  with  existing  installment  loan  pro- 
cedures,- A  study  should  be  performed  as  to  the  feasibility  of  this  suggestion. 
The  study  should  not  take  as  *»given"  existing  legislation  or  policies.  It  should 
consider  changing  the  procedural  reciuirements  as  well  as  the  procedures  them- 
selves t«>  make  the  loans  less  expensive  to  administer,  perhaps  by  modifying 
the  requirements  to  tit  existing  routines. 

10.  ih  E»  should  have  a  paper  work  simpHfit-'atlon  study  done  that  encom- 
passes the  req  iiroments  of  schools  and  students,  as  well  as  the  leaders.  In 
additi«)n,  the  IntermU  paper  work  of  O.  E.  should  be  luvestigated.  The  study 
should  be  concerned  not  only  with  the  economical  way  of  meeting  the  require- 
ments but  with  the  established  requirements  as  well,  ^ 

11.  0»  E.  should  promulgate  knowledge  of  the  contract  processors  and  endorse 
their  gtmrantee  of  due  diligence.  This  would  eliminate  uncertainty  in  the  proc- 
essing costs,  and  In  the  views  of  nmny  banks,  reduca  iirocessing  costs, 

12.  Some  of  the  team  niembers  felt  that  a  procedure  could  be  established 
that  would  obviate  the  submission  of  each  Individurd  loan  for  specific  government 
approval  of  the  guarantee.  Some  form  of  a  blanke*  guarantee  could  be  established 
for  lenders  vMth  a  good  track  Record.  .  ■ 

13.  Some  of  the  niembers  felt  that  a  mechanism  for  making  these  loans  attrac- 
tive could  be  establlsluHl  by  aut]»ori55lng  some  government  agency  to  purchase 
these  loans  at  a  discount  favorable  to  the  banks  or  to  use  them  as  collateral 
for  loans  that  were  made  at  rates  below  the  current  cost  of  funds  to  the  banks. 
Although  the  team  did  not  specifically  investigate  SLMA,  favorable  comments 
about  It  were  conspicuous  by  their  absence. 

14»  It  was  suggested  that  the  program  is  a  form  of  "front  end**  social  security. 
It  Is  the  disbursement  of  money  at  the  beginning  of  a  person's  career  rather 
than  at  the  end  of  it,  but  for  much  the  same  purpose.  Investment  in  education 
at  the  beginning  of  an  indlvldtiars  career  will  result  in  substantially  greater 
payments  into  the  S$oclal  Security  fund  and,  more  importantly,  far  less  reliance 
tipon  Social  Security  benefits  at  the  end  of  the  career.  If  this  logic  be  followed, 
it  would  make  sense  for  the  Social  Security  fund  to  buy  the  imper  from  the 
ba!d<s  when  the  loan  enters  the  payment  period  and  then  collect  it  by  incre- 
menting  the  payroll  deduction*  An  additional  suggestion  is  that,  since  the  edu- 
cation is  beneficial  to  both  the  employee  and  the  employer,  the  present  matching 
of  payroll  deductions  could  apply  to  the  loan  as  welh 

XllI,  TtJAM  Vim^  ON  AoMiNtsmrtoN 

A,  fllR  VXVm  WOHK  IS  VfiKV  CtlMlltiSttSOMti  FOtt  l^llE  SCltOOtfl 

An  interesting  statistical  indication  of  the  operational  problem  is  the  follow* 
ing :  one  private  university  handling  amuially  approximately  four  million  dollars 
in  federally  financed  student  loans,  affecting  six  to  seven  thousand  stude;its,  re- 
ports that  the  processing  of  four  thousand  OSLl'  students  requires  approximately 
double  the  time  as  the  processing  of  the  three  thousand  NDSL  financed  studetits. 
lit  a  public  histitutlon  such  as  ODNV,  this  complication  was  said  to  discourage 
stttdent  applications  or  tlie  followthrough  on  applications. 

Schools  must  have  persoimel  familiar  with  the  intricate  complex  procedures 
of  this  program*  Having  a  persoji  familiar  with  the  pi'ogram  that  has  other  duties 
simply  does  not  work.  Therefore,  the  program  is  either  sloppily  handled  inter- 
nally or  Is  shuntied  altogether  due  to  the  need  of  extra  personnel. 

All  manuals  refer  to  a  Fltmticlal  Aid  Officer  packaging  student  aid  packages 
for  the  student,  i^io^t  schools  and  most  especially  small  proprietary  schools  do 
not  have  the  availability  of  funds  to  hire  a  IMnanclal  Aid  OfHcer.  Therefore,  all 
work  Ik  done  on  the  side  and  Is  usually  done  with  the  least  possible  effort  due 
to  the  other  duties  necessary  to  keep  the  school  operating.  There  Is  no  definition 
of  a  l^lnanclal  Aid  Officer. 
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B,  PAI^KHWORK  IN  BANKS  IS  A  PBOBLEKt 

As  WPS  mentioned  under  the  section  of  tnnds  avalUihUity,  the  paper  work  !s 
diii)(!uUt  expensive^  and  frustrating  for  tiie  hankie.  Banks  also  snifer  from  the 
sta«hig  problem,  These  loans  are  usually  administered  by  a  very  junior  offieer 
who  stays  on  the  Job  w  nuitter  of  months. 

C.  MANUALS  AND  PBOCEDUKES  INADEQVATW 

Doth  schools  and  lenders  perceive  that  nuunmls  and  procedural  instructions 
are  either  ndssing  or  are  out*of*dato. 

Most  nmnuals  available  fvoin  the  Office  of  Kducatlon  are  not  up4o*date  and 
are  not  specific  as  to  how  the  program  shoidd  be  organi/.ed  from  a  iend'as  a  school, 
or  a  student  viewpoint.  Those  nmnnals  that  are  available  refer  to  the  legislation 
itself  fmt  do  not  refer  to  ^Interpretation**  of  the  law, 

It  appears  to  those  team  members  who  looked  at  tiie  nmnuals  that  tiiey  were 
writte»i  from  the  viewpoint  of  those  enforcing  the  regulations  ratJier  than  the 
user  of  tlie  nuiniml. 

D.  CONFOSXOTi* 

It  is  apparent  that  there  is  a  great  deal  of  confusion  in  the  directives  and  policy 
interi)retations  cnuumting  from  the  Office,  of  Education  and  from  some  sister 
agencies. 

Kach  U»vcl  of  Office  of  Education .  personnel  and  each  region  publishes  its 
own  interpretations  of  the  legislation  and  therefore  there  Is  no  standard.  Schools 
operating  across  regional  boundaries  are  asking  questions  at  ditferent  levels 
and  the  HEW  gives  different  answers.  What  is  approved  In  one  region  would  not 
be  approved  in  another  region. 

The  Federal  Trade  Commission  has  a  drive  on  warning  students  to  beware 
of  unsavory  practices  by  proprietary  schools  and  otiier  scliools  Who  u«c  recruit- 
ing agents.  Students  take  this  warning  as  an  excuse  to  claim  misrepresentation 
and  tlien  default  on  the  payment  of  their  loans— some  even  say  the  Federal  Trade 
Conunission  says  I  don;t  have  to  pay, 

ti.  A!>mCATION  DELAV 

There  is  an  unwarratited  delay  In  the  approval  of  applications. 

The  turnaround  time  necessary  to  get  a  loan  on  the  guaranteed  basis  is  niiieh 
too  great.  This  often  causes  the  lender  to  not  know  whether  he  has  in  fact  made 
a  loan  or  not;  the  school  to  have  a  student  already  in  school  who  has  not  in  fact 
nnule  financial  arrangements;  and  a  student  who  is  unsure  whether  he  can 
start  school  or  whether  he  cannot.  In  short,  the  turn  around  time  causes  tm- 
ct»rtainty  in  all  areas  and  therefore  causes  a  hands-ofC  attitude  by  all  concerned. 

F.  CLAIM  OKtiAV 

^J>M»#^  is  an  unwarranted  delay  In  claims  payment,  tn  addition  to  the  previously 
mentioned  reduction  of  funds  availability*  this  delay  increases  administrative 
costs  and  is  perceived  by  the  lender  as  procrastination  and  deceit  by  the  Govern- 
ment. 

0.  sOMMAttv  or  st/domioj^s 

Much  of  the  administrative  problem  would  be  alieviated  by  some  of  the  sug* 
gestlotis  proposed  relative  to  nuiklng  funds  available  and  relative  to  collection 
of  ftiture  Indebtedness: 

1.  EUndnatlon  of  the  needs  analysis  for  loans.  Many  of  the  comments  about 
aimlvsls'*^^  ^^'^^'^  ^^"^  pi*ocedures  were  concerned  with  the  needs 

2/ Prevent  the  schools  from  lending.  This  will  put  the  paperwork  where  the 
patH»rwork  can  be  better  handled. 

»,  Investigate  the  feasibility  of  parallelltig  bank  paperwork  to  routine  hmalU 
ment  loans  programs. 

4.  t*erforfn  the  paperwork  simplification  sttidy. 

n.  Mtidorse  contract  processing  for  banks  by  service  bureaus. 

«.  Perform  the  assessment  of  0.  E,  Intermil  procedures, 
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7.  Fund  the  program  bused  on  knowledge  of  its  size.  This  would  permit  staffing 
and  procedures  of  O,  K  to  ttceoumiotlate  prompt  application  approval  and  cUilms 
payment. 

8.  Provide  training  for  QSI^P  specialists  at  each  qualified  lender. 

The  following  three  suggestions  are  particularly  important  to  the  solution  of 
the  udministratlve  problem ; 

i).  Devise  a  procedure  to  permit  blanket  guarantees*  Some  team  members 
suggested  that  the  blanket  guarantee  could  operate  based  on  a  joint  approval  of 
school  and  lender, 

10.  Better  eommtmicatlou  ^voiv*  the  Office  of  Educations-uniform  interpreta* 
tiou  of  policy,  uihto-date  nv  i.N.H!  ^  stabilized  regulations,  and  clear  statements, 

11.  Clarification  of  due  '^tr.t^'vioe  In  collection  and  due  diligence  in  lending* 

XIV.  Team  Vnuvs  on  mn  Stbaiking  of  Inteowtv 

The  team  members  felt  that  a  very  serious  defect  in  the  program  was  the 
effect  it  had  on  training  the  integrity  of  students,  schools,  and  banks  and  on  the 
build-up  of  mistrust  of  the  gove/nment. 

A.  GOVERNMENT 

The  mistrust  of  the  OoVernment  is  built  up  from  several  factors.  The  delay 
in  chitnis  payment  Is  perceived  as  purposeftU  procrastination.  The  determltm- 
tiou  of  the  bonus  to  the  yield  is  perceived  by  the  banks  as  having  been  made 
withottt  an  objective  basis  that  they  trust.  The  diversity  of  answers  and  inter- 
pretations from  the  various  offices  and  regions  of  HEW  is  perceived  by  the  schools 
as  devious ;  and  the  refusal  of  the  government  to  make  operational  definitions 
ot  due  diligence  and  otlier  reasonably  requested  definitions  aggravates  this 
feeling,  To  the  team  members,  it  appears  that  the  Oovernment  is  acting  or  not 
iicting  out  of  confusion,  but  they  appreciate  the  feeling  of  the  schools  and  lenders 
that  the  Government  is  unwilling  to  make  a  decision  in  order  to  avoid  making  ^ 
what  might  turn  out  to  be  the  wrong  decision. 

The  problems  inherent  in  the  delutition  of  the  target  market  have  also  raised  . 
doubts  about  the  Go vernment*s  actions.  The  present  target  is  viewed  by  most 
administrators  as  being  an  impossible  one,  namely  a  low  credit  risk  with  a  low 
default  rate.  It  is  also  perceived  that  the  target  1ms  been  administratively 
changed  from  that  which  was  legislated,  in  terms  of  students  and  the  previously 
mentioned  shift  away  from  smaller,  financially  weaker  educational  institutions 
to  thi>  larger,  fimuiciul  strong  ones*  Tltis  is  viewed  as  contrary  to  the  public 
interest  and  other  Government  policy* 

Finally,  the  imposition  on  the  banking  commuiilty  to  bear  the  subsidy  of  this 
program    viewed  as  a  distasteful  praciice* 

n.  scHoots 

The  design  of  the  6SLP  is  also  straining  the  integrity  of  schools.  In  attempting 
to  increase  their  student  population,  they  have,  in  many  cases,  sold  the  loan 
rather  than  the  education  and  have  misrepresented  by  omission  or  eommission 
the  fact  that  it  is  a  loan  program  and  not  a  grant  program. 

0*  SttrtlKNI^S 

The  students,  in  many  cases,  feel  that  it  is  their  right  to  obtain  an  educa* 
tiou.  Some  of  them  falsify  the  needs  analysis  test,  and  many  feel  no  commitment 
or  obligation  to  repay  the  loan.  Some  of  them  are  misusing  the  fUtids  and  some^ 
uyon  grnau  itlon,  intend  to  claim  bankruptcyi 

bi  nxNKS 

The  lenders  feel  they  are  receiving  an  inadequate  rate  oh  the  money,  are 
performiiig  nmiecessary  and  expensive  administrative  Work,  and  view  the  Gov- 
ernment, as  slow  in  performing  its  own  obligations.  They,  therefore,  use  a  mlnU 
mal  collecticm  effort,  put  pressure  on  schools  when  claims  payments  are  delayed* 
and  eiuigege  In  practices  whtcli  might  be  deemed  illegal  in  pressuring  schools  to 
provide  balances,  higher  rate  on  other  loans,  or  In  other  ways  compensate  them 
ior  tbe  i)rovlHions  of  these  funds» 
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%  SUUMAHV  OF  BOtUTXONS 

1.  As  has  been  previously  iuentioned,  the  Government  must  maUe  an  Informed 
commitment  of  funds  basf  U  on  a  knowledge  of  the  need. 

S.  The  yield  should  bo  such  that  the  general  taxpayers  rather  than  the  banks 
are  paying  for  the  program,  A.  figure  of  8%  over  average  federal  funds  is 
suggested! 

3,  An  operational  definition  of  due  diligence  must  be  provide. 

4.  The  needs  aniUysis  for  loans  should  be  eliminated. 

5.  Prevention  \>X  scliools  from  lending  directly  or  indirectly  would  Improve 
ficliool  practices 

6,  The  student  should  reaffirm  his  contractual  obligations  in  regard  to  the  loan 
and  waive  legal  defenses  as  previously  mentioned, 

7.  The  requfrement  of  a  dow^ipaynient  and  routine  montlily  interest  payments 
would  also  alleviate  the  integrity  problem, 

8,  Some  of  the  team  niembers  suggested  that  the  checks  should  be  endorsed  by 
both  the  school  and  the  student. 

Appendix  A.— Systemic  .PuoPosAt  m  Improvement  op  the  Demveuv  op 
FiNAiVOiAi.  Assistance  to  Studentsj  Seeking  HioHEft  Education 

In  this  chaptiv,  the  withor*  presents  an  outline  of  a  system  whlclr  seeks  to 
place  the  nmnagement  and  operation  of  the  student  financial  aid  programs  spon* 
soml  by  the  Offlfv  of  Education  in  a  more  businesslike  framework  providing 
more  clear  cut  lines  of  respouslbUlty,  direct  methods  of  incentives,  and  penalties 
for  Institutions  not  performing  up  to  standard.  In  addition;  the  proposal  outlined 
here  will  hopefully  result  in  reducing  the  cost  of  the  government  asssltance  pro« 
grams,  both  by  obtaining  funds  at  lower  rates  of  Interest  and  reducing  default 
losses.  It  mu^Jt  be  kept  In  mind  that,  in  spite  of  the  fact  that  the  current  GSLP 
is  operating  as  if  It  Is  a  progran^  of  the  local  banks  and  other  lending  Institutions, 
the  fact  of  the  nmtter  is  that  this  is  not  true.  Although  the  banks  technically 
have  the  futictlon  of  lending  money  and  doing  certain  paper  work,  it  Is  the  Federal 
Government  that  Is  responsible  for  the  loans,  Thus,  it  is  the  Federal  aoVernmont 
that  Is  bearing  the  burden  of  the  defaults  and  other  expenses  In  the  program. 

The  fact  that  the  Oovernment  has  not  more  directly  assumed  the  responsibility 
for  this  program.  In  spite  of  the  fact  that  it  is  responsible  in  the  last  resort,  has 
resulted  In  students,  schools  and  lending  Institutions  not  properly  fulfilling  tlie 
roles  that  they  should  fulfllL  Thus,  although  the  program  ostensibly  nmkes  loans 
available  to  students,  students  In  nmny  cases  are  unable  to  find  lending  institu- 
tlons  which  win  make  loans.  Furthemo^<.s  banks  Whteh  under  the  program 
should  be  happy  and  willing  to  make  loans  to  students,  do  so  only  under  pressure. 
H(»hools,  which  .should  be  able  to  select  students  regardless  of  their  personal 
Ihuinclal  situations,  must  spend  inordinate  amounts  of  time  attempting  to  find 
(putlilled  students  and  then match  up  with  lending  Institutions.  Many  schools 
have  not  been  able  to  do  this  und,  therefore,  are  beginning  to  remove  themselves 
from  the  GSLP, 

Although  the  following  proposal  certainly  will  not  be  a  complete  cure-all  for 
all  the  Ills  affecting  the  the  author  certainly  believes  it  Is  an  Improvement 
for  all  concerned,  tn  fact,  there  i«  no  way  to  operate  the  GSLP  on  the  same 
criteria  that  a  nornml  banking  or  consumer  loan  program  is  operated  for  the  very 
reason  that  the  GSLP  is  a  social  welfare  program  as  well  as  a  financial  prograwi 
This  must  be  taken  into  account  atid  the  program  must  be  administered  using 
criteria  applicable  to  such  a  social  welfare  program  in  addition  to  employing 
certain  methods  applicable  to  a  typical  finance  operation. 

The  plan  presented  below  focuses  primarily  on  only  tyim  of  financial  aid,  the 
liKoa  hnd  the  student  loans.  It  is  the.  opinion  of  the  author  that  these  are  the 
only  two  programs  that  should  be  utlliml  In  student  financial  assistance.  The 
other  programs  currently  in  effect,  except  perhaps  foi*  the  National  Direct  Student 
Loan  Program,  do  not  appear  to  focus  so  completely  upon  the  simple  objective 
of  providing  funds  for  education  of  nuallfied  students  otherwise  unable  to  obtain 
education  lieeause  of  financial  problems.  There  is,  however,  plenty  of  room  In 
the  plan  outlined  below  for  the  Implementation  and  management  of  othef  student 
iissistance  programs.  The  National  Direct  Student  Loan  Program  of  course,  does 
not  re(iulre  use  of  outside  banking  and  collection  institutions  and  thus  will  not 
fit  in  with  the  plan  below.  lloweVei»,  beeause  of  this  program's  emphasis  to  some 
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extent  on  sturtonts,  whl(?h  In  tlio  opinion  of  schools,  mevlt  a  loan  rather  than  on 
all  students  who  might  neod  a  loan,  I  brieve  It  Is  a  vury  Inipovtunt  program 
und  should  bo  continued  in  Its  present  form.  . 

The  plan  that  the  author  envisions  would  Involve  four  Institutions;  (a)  The 
National  Educational  iJ^inanoe  C)vporatlon,  a  new  Institution,  (b)  The  Office  of 
Education,  (c)  Local  or  Regional  Credit  and  Collection  Contractors,  and  (d) 
Educational  Institutions,  lu  addition  to  these,  of  coiu'se,  there  are  the  studentjj 
and  the  Congress,  For  simplicity,  the  proposal  does  not  address  the  position  of 
state  operated  student  assistance  programs. 

Under  the  proposed  plan,  the  educational  Institutions  will  be  responsible  for 
enrolling  students  (lualifled  to  enter  the  educational  program  aiid  assist  the 
student  In  tilling  out  his  loan  applications,  The  schoors  function  under  the  plan 
envisioned  here  will  not  l)e  as  a  lender,  and  no  school  will  be  approved  as  an 
authorized  lender.  The  plan^provldes  that  If  a  student  is  accepted  and  If  his 
application  Indicates  llnanclal  need,  as  described  below,  he  will  be  assured  of 
obtaining  funds  to  meev  his  educational  expenses.  However,  neither  the  student 
nor  the  school  will  have  the  responsibility  of  scouring  the  llnanclal  community 
to  find  a  lender  willing  to  nu^Ue  a  loan.  The  student's  responsibility  will  be  to 
attend  school  and  obtain  an  education.  With  the  assistance  of  the  school's  llnanclal 
aid  oHlcer,  the  student  will  simply  fill  in  the  forms  for  financial  assistance* 

One  copy  of  the  student's  financial' assistance  pppllcatlou  will  he  sent  to  the 
Ofiico  of  Education,  The  OfHce  of  Education  will  have  a  number  of  responsibilities. 
It  will  establish  criteria  to  determine,  based  on  the  student's  application,  which 
will  Include  a  needs  test,  how  much  of  the  funds  required  should  be  granted 
from  a  non*repayable  BIOOG  and  how  nmoh  should  be  approved  for  a  student  h)an. 
Thus,  each  sttident  will  receive  consideration  for  a  certain  suni  of  his  required 
need  In  the  form  of  a  grant  and  a  certain  sum  In  the  form  of  a  loau.  If  the  appll* 
cation  Is  properly  filled  in,  the  predetermined  criteria  established  by  the  Ofllce 
of  Education  will  autoniatlcally  determine  how  much  of  the  financial  asslstaiice 
will  be  In  the -form  of  a  grant  and  how  much  In  the  form  of  a  loan,  subject  to  any 
umxlnmms  that  the  OfHce  of  Education  will  determli^r*  for  grants.  The  Office 
of  Education,  however,  will  iiot  actively  investigate  the  infornmtlon  on  any 
student  financial  assistance  application,  as  this  will  be  the  responsibility  of  the 
Credit  and  Collections  Contractors. 

:  Another  function  of  the  OlHce  of  Education  will  be  that  it  will,  itself,  engage 
ft  contractor  or  a  number  of  contractors,  who  will  be  directly  responsible  for 
accrediting  schools.  If  there  is  too  great  political  opposition  to  this  type  of  plan, 
frouii  among  others,  the  currently  existing  accrediting  orgaulzathms,  the  Ofiice  of 
Education  should  expand  its  accrediting  division  with  the  objective  of  remov- 
ing the  accreditation  from  certain  schools  based  upon  the  inferiority  of  their  edu- 
cational programs.  The  purpose  of  this  would  be  to  disallow  federally  sponsored 
loans  and  grants  to  students  attending  these  disaccredited  schools. 

Another  fmiction  of  the  Oltice  of  Education  will  be  to  accunnilate  statistics  on 
student  complaints,  on  defaults  on  stmtent  loans,  on  usage  of  the  Office  of  Edu- 
cation sponsored  fimuicial  assistance  program,  etc,  with  regard  to  efich  category 
of  educatlomil  Institution  and  student  benefiting  front  federal  student  Uld  pro- 
grams. This  Information  will  be  obtained  from  the  uppUoatlons  submitted  by 
the  schools  as  well  as  from  reports  submitted  to  the  Office  of  Education  from  the 
Ormllt  and  Collection  Contractors,  leased  on  these  statistics,  the  Office  of  Educa- 
tion will  be  able  to  develop  criteria  for  the  termimition  of  schools*  eligibility  to 
enroll  students  who  receive  federal  student  financial  assistance. 

In  addition,  the  Office  of  Educntlofi  will  evalmite  tlie  local  and  regioiml  Credit 
and  Collection  Contractors  for  the  purposes  of  determining  incentive  payments 
based  upon  outstamllng  perfornmnce  as  well  as  determining  penalties  hi  the 
form  of  removal  from  the  program  as  more  full  dlscuHsed  beloW, 

The  other  functions  currently  being  performed  by  the  Office  of  Education  will 
be  undisturbed. 

In  addition  to  tlie  copy  of  tlie  student  financial  assistance  application  that  the 
educational  institutions  setids  to  the  Office  of  Education,  the  Institution  will  send 
another  copy  to  the  local  Credit  and  Collection  Contnictor.  This  institution  will 
bo  the  backbone  of  the  new  phui  outlined  here.  This  Contractor  will  be  resiHUi- 
sible  for  doing  the  necessary  credit  and  other  Infornmtioiml  investigation  ()n  the 
student  loan  application  as  subitiitted  by  the  student  with  approval  of  the  educa- 
tional Institutions,  This  Coittractor  wUHnlthite  a  line  of  commiinicatioti  directly 
with  each  student  who  receives  financial  aHsistance,  liased  upoit  criteria  estab* 
lished  by  the  OfHce  of  Education  and  tlie  corroboration  of  the  information  on 
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the  fliinndaV  nssistance  application  dono  by  this  Contractor,  the  Contvaotor  them 
(letenwines  the  amount  BEOO  and  the  amount  ot  student  loan  that  will  be 
offered  to  the  student  and.notilles  the  student  accordingly* . 

At  the  appropriate  time,  at  nlnety-day  Intervals,  the  Contractor  transnUts  the 
check  for  grant  or  loan  as  the  case  nmy  be  to  the  educational  Institution  made 
l)ayable  to  the  st\ulent  as  payee.  Upon  endorsement  by  the  student,  the  checks  may 
be  deposited  by  the  edueatlonal  Institution,  In  addition,  through  periodic  nuiUlngs 
to  studeiit  borrowers,  the  Contractor  keeps  al)reast  oi  the  address  of  the  students 
as  well  as  the  students*  continued  attendance  In  school,  Attendance  Is  confirmed 
on  a  periodic  basis  by  direct  communication  with  the  educational  Institution. 

Ak  the  appropriate  time,  based  on  its  periodically  i^pdated  Information,  the 
Contractor  will  begin  to  collect  repayments  of  student  loans,  This  collection 
procedure  should  begin  In  n  timely  manner,  If  the  Contractor  experiences  delays 
or  defaults  on  collection.  It  will  be  permitted  to  Implement  stringent  collection 
procedures  including,  if  necessary,  the  use  of  ^^utslde  collection  agencies  (If  the 
contractor  is  not  itself  a  collection  agency)  as  well  as  litigation, 

Based  on  the  saccess  of  collection  of  student  loans  these  Contractors  will  be 
rewarded  by  Incentive  type  payments.  In  addition,  each  Contractor  will  receive 
a  straight  iminagement  fee  based  upon  the  number  of  loans  It  manages,  In  fact, 
the  author  suggests  that  these  Contractors  be  engaged  by  the  Oltlce  of  Edu- 
cation, on  the  basis  of  lowest  (lualifled  bidders.  Bids  will  bfe  Invited  from  quail- 
fled  batiks,  lending  Institutions  ahd  finance  companies.  These  Contractors,  when 
etigaged,  will  not  be  permitted  to  be  affiliated  In  any  way  with  any  educational. 
Instltiitlon  whose  students  obtain  loans  through  these  Contractors, 

These  local  and  regloiml  Credit  and  Collection  Contractors  would  also  be  re- 
sponsible for  keeping  detailed  statistics  on  their  default  problems  by  school,  as 
well  as  by  type  of  student,  These  statistics  on  all  of  the  Contractor's  activities  will 
be  j!.ent  to  the  Office  of  Education  so  that  the  Contractors  themselves  will  be  able 
to  be  evaluated  by  the  Office  of  Education. 

As  a  part  of  the  Incentive  payment  system  to  be  estiibllshed  for  the  Contractors, 
a  system  will  have  to  be  develoi>ed  to  determine  the  amount  of  aiitlclpated  default 
loss  expected,  based  upou  credit  ratings  of  the  student  borrowers,  This  rating 
system  will  have  to  be  developed  de  novo,  as  student  borrowers  are  a  totally  new 
category  of  borrowers  for  which  standard  conunerclal  credit  ratings  do  not 
currently  exist.  The  Contractors* '  collections,  based  upon  these  credit  ratings, 
will  be  used  In  part  to  determine  the  Incentive  fees;  Of  course,  experience  over 
the  years  will  be  required  to  refihe  this  system. 

The  fourth  basic  Institution,  the  National  Educational  Finance  Corporation, 
(••NBt'C'*)  will  be 'responsible  Jfor  supplying  the  funds  for  both  the  student  loans 
and  the  BEOO*s  to  the  local  and  regional  Credit  Collection  Contractors.  One  copy 
of  each  stttdent  loan  application  together  with  the  Contractor's  determination  of 
the  amount  of  the  grant  and  the  amount  of  the  loan  will  be  setit  to  the  NKFC 
each  ninety  days.  Based  on  these  demands  for  funds,  the  NEFC  will  rendt  to 
each  Contractor  the  amount  of  funds  It  requires  so  that  the  Contractor  nmy 
nmke  timely  dlsbtn*sements  to  students.  Based  upon  the  current  requirements 
for  funds  as  well  as  the  projectbm  of  future  demands  for  funds  for  student  assist- 
ance, the  NBFC  Will  obtain  financing.  The  NEF<3  will  raise  Its  funds  by  selling 
Ooverimient  guaranteed  notes  and  botids  to  the  public  through  public 
offerings. 

In  aiUHtton,  the  NKFC  will  be  permitted  to  negotiate  for  funds  from  banks, 
l><»tision  funds,  and  other  sources  of  capital  for  the  direct  placement  of  U.S. 
Government  guaranteed  notes  and  bonds,  although  this  source  Is  not  critical, 
ft  Is  suggested  so  as  to  enable  local  and  regional  Credit  ami  Collection  Contractors 
who  are  banks  to  obtain  funds  directly  from  themselves  with  a  Federal  Govern- 
ment gimrantee  on  such  advances.  In  addition,  the  National  Educational  Finance 
Coriwration  will,  each  year,  submit  Its  budget  to  Congress,  which  will  request 
funds  for  the  payment  of  grants  and  for  the  payment  of  Interest  and  overhead 
costs  for  the  nmlntenance  of  NEFC, 

Each  year  Congress  will  also  grant  funds  to  the  Office  of  Education  as  part  of 
Us  budget  to  defray  the  anticipated  costs  of  the  local  and  regional  Credit  and 
Collection  Contractors  which  the  Ofllce  of  llklucation  will  be  responsible  for 
mms\w  and  overseeihg,  as  indicated  above. 

Student  loan  rei)aytnents  will  be  made  directly  to  the  local  Cre<Ut  and  Coltec* 
tlon  Contractors  which  will  turn  the  funds  back  to  the  NEFC.  The  brief  outline 
of  a  proposal  for  a  new  framework  for  managing  the  student  financial  aid  pro« 
gram  presented  above  attempts  to  create  a  more  direct  structure  for  the  manage^ 
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mout  of  the  prograin«,  It  attempts  to  put  professional  expertise  wliere  sneU 
extM)rti8e  is  required  anc)  to  motivate  this  ext>ertiHe  to  perform  to  the  best  of  Its 
abiUty,  In  a(UUtton»  It  attempts  to  place  the  responsibility  for  the  proi^ram  where 
the  ultiumte  responsibility  lies,  that  ls»  Nvlth  the  Federal  Governmenti  and  it  seeks 
to  more  clearly  establish  the  lines  of  authority, 

Ain»KNmx  B.— KimsioN  of  Stuoknt  I^oa'n  Systkm 

We  will  Jiot  attuinpt  here  to  redesign  a  student  loan  system  nor  write  legislation 
for  a  new  system,  but  we  will  point  out  some  of  the  things  whiol)  must  be  con* 
sldered,  First,  tlie  present  system  is  a  failure  and  therefore  should  be  scrapped 
ruther  than  modified.  A  new  system  to  stipply  funds  to  eollejyre  students  for 
editeation  must  be  duslgnedt  either  as  a  grant  program  or  as  a  loan  program. 
It  would  appear  that  everyone  in  this  country  should  qunllfy  for  a  grant  for 
etiucatlonal  purposes.  The  program  that  is  designed  should  keep  in  mind  that 
the  grants  are  to  benefit  the  students,  not  the  educational  institutions,  Tills  would 
dictate  that  tlie  money  go  to  the  edueatlonal  institution  as  it  is  providing  tlie 
education  rather  than  before  the  educiitlon  Is  provided, 

A  now  loan  program  shoidd  be  designed  by  lenders  as  a  loan  prograni  and  not 
as  n  subsidy  program  for  stmleats.  Tlie  program  could  l)e  handled  in  coniijnctlon 
with  a  grant  program,  allowing  the  funds  from  the  grant  to  be  parceled  out  along 
With  tlie  loan  funds.  Lenders  sln)tild  be  held  responsible  for  tlioir  lending  activities 
and  schools  should  be  held  resiwnsiblu  for  the  education  and  for  coordination 
with  tlie  lender. 

When  the  legislation  is  written,  it  should  be  worked  on  a  trial  basis  for  at  least 
one  to  two  years  to  determine  it  it  works  before  a  large  commitment  of  funds 
is  Invested. 

The  present  system  wasn't  deemed  a  falluve  until  .$0,000,000,000.00  was 
outstanding. 

Financial  institutions  in  this  cottntry  ciin  fulfill  the  role  of  lenders  for  a  new 
program  but  the  program  will  succeed  only  it  these  institutions  participate  in 
Its  deslgtii  On(;e  a  program'  is  designed  whlcli  will  promote  sound  loans,  the 
Government  can  tlien  develop  successful  secondary  markets  for  the  channeling 
of  private  investment  fuuds  into  the  educatloii  Held,  tintil  a  Workable  program 
is  designed,  any  attempts  to  develop  a  secondary  market  will  be  unsuccessful,  - 

If  the  public,  in  general,  becomes  aware  that  there  is  n  possibility  of  .$1,600,- 
000.000.00  of  t$fi,000,000,000.00  in  Student  loans  outstanding,  the  concept  for 
"Sallie  Mae**  will  fall,  Sallle  Mae  notes  and  l)onds  will  hot  be  purclmsed  l)y 
Itivestors  unless  tlie  bonds  carry  the  full  guarantee  of  the  F<»dernl  Government. 

Mr.  P^Haiu.  Our  final  witness  today  is  Mr.  James  A.  Junjji  ^vho  is 
executive  secretary  of  the  Higher  Educational  Aids  Board  of  the 
State  of  Wisconsin. 

He  is  accompanied  by  Mr.  Dick  Johnson,  M'ho  is  deputy  to  Mr. 
Jun^  and  Mr^  Ernest  Smith,  who  is  administrator  of  student  financial 
aid  in  the  State  of  Florida. 

;^^r.  Jung^  we  w*ould  like  to  hear  from  yon. 

STATEMENT  OF  JAMES  A.  JUNG,  EXECUTIVE  SECRETARY,  HIGHER 
EDUCATIONAL  AIDS  BOARD,  STATE  OF  WISCONSIN,  ACCOMPA- 
NIED  BY  RICHARD  JOHNSON,  DEPUTY  TO  MR.  JUNG,  AND  ERNEST 
SMITH,  ADMINISTRATOR  OP  STUDENT  PINANCIAI  AID,  STATE  OP 
FLORIDA 

!Mri  JttNo.  Timnk  you,  ConLn'ej^smati  OUarai 

Mh  Chairman,  distinguished  members  of  the  r5ducution  Subcom- 
mittee, I  am  Jame.<^  Jun^?,  executive  secretary  of  tlie  State  of  Wis- 
consin Hijjher  Education  Aids  Board.  It  is  apfain  a  pler  sure  for  me 
to  be  a  part  of  your  deliberations  on  the  future  directions  of  student 
financial  aid  ^^'enerally,  and  the  ^^ntaranteed  studen't  loan  program 
specifically* 
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You  and  your  conunittce  are  to  bo  compUmented  for  taking  the 
whole  of  title  IV  under  your  purview  at  this  early  dat«,  and  for 
seeking  an  integrated  and  balanced  solution  to  the  problem  of  student 
financial  aid. 

I  think  wo  would  all  agree  that  loan  assistance  is  the  least  desirable 
forin  of  financial  aid.  However,  I  think  wo  wonklall  agree  that  the 
reality  in  which  wo  find  ourselves  dictates  that  loan  aid,  Tilco  tlie  com- 
mon cold,  is  here  to  stay.  It  would  seem  that  even  if  BKOG  were  fully 
turtded;  a  substantial  work-study  program  established,  a  fuUy  funded 
SSIG  implemented,  the  need  for  a  comprehensive  and  flexible  loan 
program  would  remain. 

When  I  was  before  your  committee  on  February  15,  I  made  two 
general  observations:  (1)  That  the  solution  to  the  student  financing 
problem  must  be  a  joint  Federal-State  effort,  and  (2)  that  the  guar- 
anteed student  loan  program  is  avi  important  part  of  that  solution. 

I  reiterate  those  general  observations  today,  and  make  a  specific 
request  for  an  amendment  to  the  loan  program  which  will  provide  the 
various  States  with  the  flexibility  needed  to  develop  loan  programs 
which  can  accommodate  particular  State  environments  and  objectives 
within  Federal  guidelines. 

This  proposal  has  the  active  support  of  several  States  which  have 
now,  or  are  considering,  the  adoption  of  direct  State  loan  programs. 
These  States  include  Minnesota,  Texas,  Florida,  North  Carolina,  New 
aiexico.  We  are  all  active  member  States  of  the  National  Cotmcil  of 
Higher  Fjducation  loan  programs,  and  our  testimony  today  is  intended 
to  compliment  the  testimony  that  will  be  offered  on  behalf  of  the 
council  on  June  30. 

As  time  goes  by,  Mr.  Chaii'mnn,  I  think  there  will  be  other  States 
that  wijl  indicate  support  for  such  an  amendment  as  is  described  in 
my  testimony  and  I  think  you  will  be  receiving  letters  accordingly. 

In  my  previous  testimony,  which  is  attached  as  an  appendix  to  my 
stat<sment  today,  I  urged  that  you  coiwider  legislation  which  woulcl 
at  least  allow  intere-sted  States  the  flexibility  to  develop  guaranteed 
student  loan  programs  which  meet  the  following  objecttves: 

1.  Establish  a  joint  Federal-Sttttc  partnership  which  is  mutually 
complimentary  in  the  delivery  of  loan  resources  to  students, 

2.  Kecojrnize  the  new  18-year-old  age  of  majority, 

,  ft.  Provide  equity  and  access  to  all  students  Including  those  from 
middle-income  backgrounds, 

•  -4.  Incorporate  the  i)rogressive  taxation  of  future  incomes  of  students 
rather  than  require  States  to  maintain  the  present  regressive  repay- 
ment system, 

fi.  Proviilo  insulation  from  vshort*term  fluctuations  of  the  money 
market. 

C,  Provide  incentives  for  students  to  remain  with  the  prograhi 
rather  than  default, 

1ft  mv^  previous  testimony,  I  outlined  the  basic  features  of  a  pro- 
posed Wisconsin  program  which  would  meet  most  of  those  objectives* 
These  features  include  i 

1.  Income-contingent  repayment. 

2.  A  maximum  repayment  period  of  up  to  2i)  years. 

3.  A  joint  Federal-State  after  school  interest-subsidy  program. 

4.  A  Federal  guarantee  of  principal. 
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5,  State  administration. 

6.  Uso  of  State  and  pi'ivato  capital  resources. 

It  is  clear  that  it  will  Iw  most  dilliciilt  for  Wisconsin  to  implement 
such  a  program  without  Federal  participation  without  the  Federal- 
State  partnership.  .  ,  , 

I  recognize,  Mr.  Chairman,  that  what  Wisconsin  may  wish  to  do 
is  certainly  not  the  only  alternative  available  and  nmy  not  be  the  most 
desirable.  . 

There  is  much  we  must  find  out,  I  submit,  before  we  can  IpoK  at  a 
progi-am  and  say,  "This  is  it."  One  thin^?  that  is  known,  however,  is 
that  there  exists  in  the  several  States,  interested,  knowledgeable,  and . 
competent  peoplo  who  share  the  conimon  objective  of  financially  insur- 
ing a  postsecondary  education  opi)ortunity  for  all  people  and  who 
recognize  the  key  role  played  by  the  GSL  program  in  meeting  this 
common  objective.  ,  ,  , 

Unfortunately,  the  present  law  and  other  current  Federal  initiatives 
act  as  disincentives  which  severely  limit  the  options  available  to  the 
States  in  the  development  of  more  viable  student  loan  programs.  These 
disincentives  include ;  ,     ,  « 

1.  80-perceut  guarantee:  The  law  presently  provides  that  States 
which  administer  guaranteed  student  loan  programs  receive  80-per- 
cent Federal  guarantee  while  States  without  programs  receive  a  100- 
percent  guarantee  under  the  federally  insured  student  loan  program. 

2.  Inftexi'ble  repayment  provisions ;  The  law  presently  provide."?  that 
all  loans  must  be  repaid  withinlO  years  after  the  student  leaves  school. 
No  flexibility  exists  which  would  allow  the  States  to  develop  income- 
contin 
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ent  form  would  cripple  State  direct  loan  programs  funded  through 
tax-exempt  bonds.  Essentially,  the  new  regulation  would  remove  the 
tax-exempt  status  of  State  bonds  issued  to  support  programs  which 
also  receive  a  Federal  guarantee. 

4.  IKS  arbitrage  regulations!  Sectioii  103(a)  of  the  Internal  Rev- 
enue Code  classifies  some  student  loan  bonds  issued  by  States  to  sup- 
port direct  loan  programs  as  arbitrage  bonds  and  therefore  taxable, 
through  disallowance  of  bad  d^bt  losses  incurred  through  student  loans 
and  exclusion  of  the  e.vpeusos  to  administer  such  programs  because 
sucli  expenses  are  appropriated  directly  by  the  States. 

By  eliminating  these  disincentives  and  adopting'  more  flexible  pro- 
visions, tliB  Federal  Government  would  enable  interested  States  to 
make  changes  and  reforms  in  the  program  to  meet  unitpie  needs  and 
circumstances. 

I  think  there  are  two  reasons  why  major  changes  and  reforms  in  the 
guaranteed  student  loan  program  are  not  likely  to  occur  nationally  in 
the  immediate  future, 

The  first  rcanon  is  the  "natural  staying"  force  of  the  status  quo.  In 
the  ttbaetice  of  a  broad  national  consensus  for  specific  change,  the 
power  of  the  status  quo  seeins  nearly  unchallengablc. 

Tlio  second  reason  is  that  hak  of  "hard"  information  and  experience 
about  the  potential  long-term  effects  of  possible  major  changes  in  the, 
guaranto('(l  student  loan  program  makes  the  forming  of  a  national 
con.sensus  nearly  impossible. 
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While  we  may  not  know  or  agree  about  the  specific  solutions  to  the 
existing  probloms  in  the  guaranteed  student  loan  program,  Ave  do  know 
and  I  hope  agree,  tlmt  the  possible  long-term  consequences  of  ignoring 
or  glossing  over  the  proiblems  of  the  GSL  program  are  unacceptable, 

Therefore,  I  make  a  plea,  Mr*  Clmirman,  and  members  of  tlie  com- 
mitt-ee,  that  a  simple  amendment  be  added  to  tlie  existing  legislation 
which  allows  und  encourages  the  States  to  become  m  active  partner  in 
fully  achieving  the  goals  of  the  guaranteed  student  loan  program^^ 
From  that  experience,  there  might  well  emerge  a  national  consensus, 

An  example  of  tin.  amendment  whicli  would  receive  the  support  of 
those  States  supportiiig  my  testimony  is  ^long  the  lines  of  tlxe  follow- 
ing; 

Sec.«--.«.  The  Commissioner  of  Education  is  authorl55ed  to  provide  approval  to 
any  State  which  wishes  to  develop  a  comprehensive  State  p •  n  to  assure  the 
avaUability  of  guaranteed  student  loans,  which  would  hei  At  from  Federal 
insurance,  to  residents  of  its  'State.  State  plans  may  Include,  such  features  as  the 
use  of  State  capital  for  making  loans,  variable  repayment  schedules  over  mote 
than  ten  years,  income  contingency  repayment  schedules,  subsidies  dui^ng  repay- 
ment where  necessary,  and  other  modifications  that  go  beyond  the  current  Fed* 
era!  program  but  which  could,  with  appropriate  Congressional  authorization,  be 
incorporated  as  part  of  a  national  system  of  guaranteed  student  loans. 

Three  last  points,  Mr*  Chairman—a  partnership  implies  equal  re- 
sponsibility and  1  feel  strongly,  personally,  that  any  State  wishing  to 
take  advantage  of  the  opportunities  for  innovation  allowed  under  this 
amendment  oiiglit  to  be  required  to  sliare  costs  ^vith  tlie  Federal  Gov- 
ernment. 

Socond,  in  my  judgment,  Mr.  Chairman,  this  is  the  best  a|)proach 
at  tliis  time  for  Congress  to  assure  themselves  that  an  effective  and 
viable  GSh  program  will  be  run  by  the  States  iii  lieu  of  a  massive  in- 
flexible and  centrally  (controlled  national  program. 

Third,  time  is  of  the  essence  and  I  would  ur^e  and  plead  that  every 
reasonable  effort  be  made  to  achieve  congressional  acceptance  of  an 
enabling  amendment  this'fsession, 

I  would  be  most  happy  to  respond  to  my  questions. 

Thank  you. 

Mr.  OtIaha.  Mr.  Jung,  you  have  been  operating  ti  State  guaran- 
teed loan  agency.  Maybe  you  would  like  to  comment  on  some  of  the 
suggestions  that  have  been  made  to  us  by  the  previous  witness  and 
others  with  respect  to  the  guaranteed  loan  program  in  light  of  vour 
own  experience  with  the  Stiite  guarantee  agency.  What  kind  of  ex- 
perience are  you  having  with  default  rates  and  what  kind  of  students  > 
and  institutions  arc  produ(»ing  higher  defnults  than  others  and  what 
kind  of  things,  if  you  were  just  going  to  change  this  program,  do  you 
think  might  make  good  sense  ? 

Mr.  JtJNo.  Mr.  Chairman,  our  default  rate  under  both  our  direct  and 
GSL  program  is  al^out  2.4  percent  and  that  is  based  on  hard  figures. 

Mr.  O'HAia.  2.4  percent  loans  or  borrowers? 
.  Mr.  Hvm^  Defaults  are  based  on  total  vulnerable,  not  total  out- 
standings. 

We  became  a  State  guarantee  agency  at  the  time  the  program  was 
first  establi^^hed  and  over  the  yearn  we  have  established  a  relationship 
Avith  over  fiOO  private  lenders  and  we  work^  to  keep  a  very  close  rela* 
tionshlp  with  them. 
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For  example,  as  soon  as  a  note  is  60  days  dolinquent  on  a  loan  made 
by  one  of  our  private  lenders,  we  get  involved  and  try  to  restore  a  re- 
lationsliip  between  the  student  tind  tlie  private  lender. 

I  thinlc  it  is  true  to  say  tliat  100  percent  of  our  students  who  have 
needed  loans  have  been  able  to  j?et  thm\  one  way  or  the  other  either 
from  the  State  Direct  or  G.S.L.  program.  If  we  come  across  a  student 
who  needs  a  loan  we  sometimes  intercede  on  the  student's  behalf  with  a 
private  lendei*. 

T  think  the  students  over  the  years  who  have  boi*rowed,  and  n» 
Wisconsin  we  have  a  loan  program  since  1933,  luivo  been  remarl<ab1y 
responsible  in  wanting  to  pay  back  the  rnoney  that  has  been  lent  to 
them.  .  ,  - 

I  don't  think  an  education  is  like  buying  a  car  or  television  sot  and  I 
don't  think  that  the  techniques  tliat  are  acceptable  and  credilile  wlien 
one  purcljases  a  television  set  or  a  car  on  credit  are  directly  applicable. 

Most  of  our  people  who  default  have  to  default  because  of  the 
various  incontivos  in  the  program  which  essentially  require  them  to 
default. 

Thev  do  not  liave  any  money.  Those  that  do  have  money,  or  those 
that  .'lie  able  to  pay  I  think  generally  do  pay,  but  they  may  not  be 
able  to  make  tlie  payments  as  required  by  them  under  inflexible  and 
rigid  schedules.  ,  •  , 

I  would  submit,  Mr.  Chairman,  that  if  wo  were  to  recognize  and 
take  advantage  of  the  good  faith  of  our  student  borrows,  and  I  don't 
tliink  Wisconsin  is  unique,  there  is  reason  to  believe  that  students  are 
good  risks  if  we  recognisie  that  all  people  are  not  flnancially  able  in  ex- 
actly the  same  way,  and  if  we  provide  incentives  for  them  to  partici- 
pate in  the  program,  we  could  greatlv  reduce  the  default  program. 

I  think  in  order  to  do  that,  though,  relationship  has  to  be  between 
the  State  and  Federal  (Tovernments.  We  know  our  private  lenders  or 
we  ought  to  be  made  to  know  our  privatu  lenders  and  wt;  ought  to  have 
an  ifitegrnted  program  of  grants  and  work  and  loans  in  conjunction 
witli  the  Federal  Government  and  build  a  consistent  mosaic  of  aid  so 
t^iat  100  percent  of  people,  for  a  variety  of  puri)os(<s,  are  able  to 
gain  the  access  to  our  postsecondary  educational  establishments. 

Mr.  O'Hara.  Y<3S.  You  have  been  rimning  a  direct  loan  program 
since  when? 

Mr.Jrmim' 

Mr.  O'IIaka.  Well,  you. have  defatdt  experien<;e  and  I  don't  know  if 
vou  arrived  at  youi*  Hgut-es  in  exactly  the  same  way  as  the  Office  of 
Education  does,"  but  it  would  seem  to  be  better  than  the  default  rates 
that  the  OK  witnesses  were  talking  about  liere  the  other  day,  and  I 
wotidered  why  that  is.  Do  you  iiave  anv  ext)erience,  are  you  tougher  in 
giving  loans,  are  your  colleagues'  procedures  different? 

If  your  experience  is  better  than  the  experience  that  wrts  testified 
to  the  other  day,  why  is  it;  do  you  know  ? 

Mr.  Jttxo.  Well,  we  do  have  a  professional  collection  or{?anii!ation 
ns  part  of  the  agency.  Tliey  are  State  e»nployed.  Tliese  are  unique  types 
of  loans.  They  are 'not  a  regular  consumei*  loans.  That  is  taken  hito 
consideration 'in  our  collection  i)ractice.  But  wo  have  professional  col- 
lectors wliose  business  it  is  U)  help  people,  femind  them  of  theit*  obliga- 
tions. Secondly,  1  think,  over  the  yeai'S,  Wisconsin  has  built  good  faith 
with  their  students. 
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^  For  example,  we  do  not  use  our  insurance  fee  to  support  administra- 
.  tive  expenses,  but  we  use  it  to  suppi  i  the  guaranteed  fund,  to  ex- 
pand our  capacity  to  make  loans  available  to  otner  students. 

We  make  an  effort  to  work  with  student  leadership  getting  them 
involved  in  our  administrative  and  policy  problems,  and  I  think  over 
the  years  that  effoii  has  bucome  generally  known  to  the  student  popula- 
tion. We  refer  defaulted  loans  where  there  is  money  to  collect  to  the 
Attorney  General  and  he  has  encountered  substantial  success  in  using 
legal  remedies  available  to  him. 

But  what  we  don't  do  is  send  defaulted  loans  and  delinquent  ac^ 
counts  to  the  Attorney  General  Avhere  there  is  no  money  to  collect.  We 
do  not  just  try  to  dump  it  off  and  get  rid  of  it  ourselves,  so  that  we  can 
get  off  of  the  hook. 

Mr.  O^Haua.  That  is  very  interesting.  Your  experience  is  that  much 
better.  I  think  that  we  have  a  lot  to  learn  about  ways  in  which  to  hold 
down  default  figures.  I  don't  know  how  we  are  going  to  solve  that  prob* 
lem.  But  I  think  one  of  the  things  we  have  to  be  doing  is  examniing 
the  experience  of  the  various  State  agencies  and  comparing  their  ex- 
perience one  to  the  other  a;nd  seeing  wiat  we  can  learn  fronj  that. 

Mr.  JtTNo»  Mr.  Chairman,  if  I  might  add,  I  have  a  great  deal  of 
sympathy  for  private  lenders  who  expressed  concern  about  relating  to 
OE.  As  a  State  agency  we  hardly  know^  what  OE  is  doing  from  day  to 
day  and  from  time  to  time  and  when  I  think  of  a  private  lender  it  nuist 
bo  a  total  nightmare  for  them  to  deal  with  OE.  We  are  used  to  it, 

Mr.  O^Haka.  Mr.  Smithy  did  you  have  something  to  add  ? 

Mr.  Smith.  Yes^  sir*  I  might  add  something.  I  didn^t  come  to  plead 
the  case,  but  to  give  anotlier  point  of  view^  and  as  lenders  of  only  18 
months  duration  presentlyj  mnybe  we  don^t  know  enough  about  tnem 
yet  to  be  able  to  arijue  against  them  that  much^  but  we  have  two  main 
cpncenis  and  I  might  say  further  that  the  South  may  be  more  progres- 
sive in  that  particular  point  in  that  we  have  good  cooperation  of  the 
regional  office  in  Atlanta. 

Our  maii.  concern  is  the  length  of  tm-naround  time.  If  we  stay 
within  the  existing  program  now,  we  would  like  to  see  something 
formalized  with  respect  to  direct  late  exchanges  for  high  volume 
lenders  oi'  exercising  the  certificate  of  comprehensive  insurance  pro^ 
videdforinthelaw. 

'Fhose  are  our  two  main  concerns^  is  the  fact  that  at  times  we  have 
had  to  wait  as  many  as  14  weeks  in  a  turnaround  time  and  that,  of 
cout*se,  is  counterproductive  to  what  you  intended  the  pi'ogram  to  do. 
At  the  same  time^  as  Dick*s  and  Jim^s  operations  are  conducted  they 
turnaround  in  24  hours  and  if  our  peopie  knew  that  they  would  say^ 
"Why  in  the  world  don^t  you  become  likewise.** 

What  is  good  for  Wisconsin  is  good  for  Wisconsin  and  what  is  good 
for  Florida  is  good  for  Florida,  we  feel,  aiid  that  is  the  reason  we  sup- 
port the  particular  amendment  that  provides  flexibility  for  the  States 
and  in  a  way  would  be  the  revenue  sharin^j  type  of  approach  to  where 
we  had  ability^  through  legislative  mechanisms,  to  make  local  decisions 
within  a  broad  framework. 

[The  following  letters  w^ere  submitted  for  the  tecol*d  i] 
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AftNNEB<yrA  HloH|j5n  Education  Coordinating  Co^t^asBJON« 

Re  federally  Insui^ed  student  lorin  program* 
Hon»  Jamejs  a  0*Haua,  .... 
Ohaimmh  Special  SnhconwUtt  w  on  Education^  ■ 
V,8,  Hotmof  RcpreseniatlveSf 
Washinutonf  D.C. 

DKAii  CoNouESSMAN  O'Haba  :  I  understand  that  .Tames  Jung  of  Wisconsin  wjU 
testify  before  your  committee  next  week  and  that  as  part  of  his  testimony  ue  will 
urge  provision  for  flexibility  to  prrmlt  states  to  develop  student  loan  programs 
which  include  features,  designqid  to  make  student  loans  a  more  efCectlve  means 
for  meeting  student  financial  assistance  needs.  We  support  such  flexibility. 

Tlie  legislation  passed  by  the  Minnesota  State  Legislature  in  1973  authorizing  a 
state  student  loan  program  included  provisions  for  repayment  of  loans  on  a 
modified  income  contingent  basis  in  order  to  assure  that  repayment  of  loans  would 
not  become  an  undue  burden  for  the  student  borrowers,  particularly  in  the  first 
few  roars  following  post-secondary  education  and  in  order  that  borrowers  who 
experience  unanticipated  financial  emergencies  would  not  have  to  be  determined 
to  be  in  default  so  long  as  they  continued  to  make  an  effort  to  repay  loans  over 
.  a  longer  ijeriod  of  time.  Plexlbllity  in  the  provisions  of  the  Federally  Insured 
Student  Loan  Program  would  facilitate  implementation  of  such  features  to  im- 
prove student  loan  programs.  ^  ^  «  i.1  4 

A  more  pressing  problem  Is  pending  federal  action  which  would  effectively 
destroy  and  eliminate  the  Federal-State  partnership  arrangement  under  which 
Mlimesota  presently  makes  loans  for  post-secondary  education.  I  refer  to  Oflice 
of  Management  and  Budget  Circular  No.  A70  which  would  prohibit  a  state  from 
Issuing  tax  exempt  revenue  bonds  in  order  to  obtain  funds  for  student  loans* 
Unless  the  Office  of  Management  and  Budget  reverses  its  proposed  llosltlon  or 
unless  the  Congress  takes  initiative  In  establishing  federal  policy  with  respect 
to  the  issuance  of  tax  exempt  bonds  to  obtain  funds  for  state  student  loans,  which 
are  Insured  under  the  Federally  Insured  Student  lioan  Program,  the  Minnesota 
State  Student  Loan  Program  wllUie  discontinued  due  to  lack  of  finances, 

You  mav  be  interested  in  knowing  tluit  the  decision  to  establish  a  state  student 
loan  program  utilising  the  benefits  of  the  Federally  Insured  Student  Loan  Pro- 
gram was  based  on  recognition  of  the  fact  that  Federally  Insured  Student  Loans 
were  not  accessible  to  all  Minnesota  residents.  While  the  banking  comnumity  made 
a  significant  effort  to  provide  Service  under  the  Federally  Insured  Student  Loan 
Program,  students  from  the  more  sparsely  populated  rural  areas  of  the  state 
often  did  not  have  access  to  Federally  Insured  Student  Loans,  students  from 
low-income  famlUes  experienced  greater  dlfflculty  In  obtaining  Federally  In- 
sured Student  Loans  than  did  students  from  higher  Income  families,  and  tbo 
availability  of  loans  varied  from  time  to,  time  according  to  economic  conditions. 
Accordingly,  the  legislation  to  establish  a  state  student  loan  program  utilising 
the  i)enefits  of  the  Federally  Insured  Student  Loan  Program  was  intended  to 
muke  Federally  Insured  Student  Loans  generally  accessible  to  all  |>ost-secondary 
education  students  on  a  continuous  basli*  v/lthout  regard  to  factors  in  the  money 
market.  It  is  significant  that  not  a  single  bahkei*  opposed  the  legislation  estab- 
IMxm  the  State  Student  Loan  Program.     .  ■        . .       ,  - 

The'deolslon  to  obtain  funds  tot  loans  made  under  the  State  Student  Loan  Pro- 
gram through  the  issuance  of  revenue  bonds  was  based  on  a  realistic  assessment 
of  the  need  for  loans  and  the  prospects  tot  sumdently  large  appropriations  of 
tax  fttnds  for  meeting  the  total  need.  We  estimate  the  need  for  a  minimum  of  $30 
million  per  year  In  order  to  meet  needs  for  Federally  Insured  Student  Loans,  The 
use  of  tax  exempt  revenue  bonds  to  obtain  funds  necessary  for  student  loans  does 
not  reflect  a  reluctance  on  the  part  of  Minnesota  to  make  a  substantial  invest- 
ment for  post.«ecohdary  education.  Minnesota's  appropriation  for  Statfe  Scholar- 
ships and  Orants-in-Ald  has  been  increasGd  from  $000,000  for  the  academic  year 
be^  ming  in  the  fall  of  1068  to  $8  million  for  the  fall  of  1074.  Moreover,  Mltniesota 
ranks  13th  among  the  BO  states  In  per  student  appropriation  of  tax  futids  foi« 
operating  expenses  of  higher  education,  10th  in  per  capita  appropriation  and  11th 
In  percentage  of  personal  Iticome  represented  by  total  capital  and  operating  ex* 

^'''itf SK'f  Sao"'^^^^^^  co««l(k.r,ltl««  of  m  provom  for  tt(Ulltl««ul 
Hexlbllltv  In  the  Pedemlly  InHUfed  Stmloiit  Lonti  l»i'o«i'(im  for  the  states  luid, 
iMo're  liUBOi'tftUt,  I  ut'ge  fesiiofwlblo  Coii«i'eHslonal  action  to  iiei'inlt  sttites  to 
Slnue  to  obtain  funds  for  li'ederitUy  instireU  Student  loans  by  Issuing  tax 
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exempt  revemte  boiuls,  Obviously,  additional  flexibility  will  menu  Uttle  to  a 
state  which  is  precluded  I'rom  obtaining  funds  iiecessavy  for  niaUlng  student 
loans. 

Respectfully  your8, 

RioHAnnC.  Hawk, 
EiVemtive  Direvto)\ 

CoouuiNATiNo  Board, 
Texas  CoU-eob  and  UNXvuusity  System, 

HlNSOiN-HASSBI^WOOD  COUEQE  STUDENT  LOAN  PKOGUAM, 

Austin,  Tciv,  May  23, 1974. 

Hon.  James  G.  O'Hara, 

Vhdlmmi,  Home  Suhconmittce  on  Educationf 

House  of  Repreaentatives, 

WaHhhwton,  I).C, 

Diuu  Representative  O'Hara  i  Mr.  James  A.  Jung,  Executive  Director  of  the 
Higher  Education  Aids  Board  for  tlie  State  of  Wisconsin  has  reviewed  wltli  me 
the  testimony  that  he  platis  to  present  to  tlie  Subconnuittee  on  Education  on 
May  30,  and  I  would  want  you  to  know  that  I  heartily  endorse  the  concept 
that  he  will  be  presenting.  I  feel  that.it  is  vital  that  the  state-federal  partner* 
ship  In  the  area  of  insured  loans  for  meeting  educational  costs  of  students  should 
be  broadened.  I  urge  that  legislative  provisions  should  encourage  states  to  be 
Innovative  In  the  development  of  gimranteed  educational  loan  programs  that  are 
tailored  to  utilize  the  resources  and  to  meet  the  needs  as  they  exist  In  the 
separate  states. 

In  keeping  with  the  above,  I  would  like  to  especially  emiihasl'/e  Mr.  Jung's 
points  regarding  the  detrimental  effects  that  would  result  to  student  loan 
programs  that  are  either  now  oiwratlng  or  else  are  being  plannt»d  for  operation  In 
tt  number  of  nttites  If  Office  of  Mamigement  and  Hudget  Olvcular  A-70  (revised) 
and/or  Internal  Revenue  Service's  arbitrage  bond  classUlcatlon  regulations  are 
applied  without  excluding  student  loan  programs.  In  such  events  the  Increased 
flexibility  being  sought  for  the  states  by  Mr,  Jung  and  others  will  have  died 
in  the  horning. 

Additional .  optional  features  to  a  revised  program  of  insured  edueatlomil 
loatis  that  1  advocate,  h\xt  which  are  not  mentioned  in  Mr.  Jung's  planned 
testimony,  include  loans  for  edueatlomil  costs  to  parents  of  students.  Such 
loans  sliould  be  at  reasonable  interest  rates  with  long  term  (10  to  14  years) 
repayment  provisions*  Hopefully,  such  a  program  might  help  to  counter  the 
Incentive  that  now  exists  for  students  to  be  classified,  as  iinanclally  . independent 
of  parents  and  thus. qualify  for  more  flnancial  assistance  than  otherwise;  also, 
defaults  on  such  loans  to  parents  might  well  be  considerably  less  than  if  the 
satne  loan  had  b^en  made  to  the  student  member  of  the  family. 

Another  optional  condition  timt  I  encourage  Is  that  a  lender  shotild  be  per- 
mitted to  require  a  cosigner  on  Insured  student  loan  notes.  My  experience  Is  that 
collection  from  the  student  borrower  is  considerably  better  whenever  there  Is 
a  co-signer  to  encourage  the  borrower  to  pay. 

Thank  you  for  the  opportunity  to  express  these  views,  and  I  hope  that  you 
win  be  sitre  to  let  me  know  whenever  I  can  be  of  service. 
.  Blncerely, 

Mack  C\  AnAAts, 
HeitiU  Division  of  Student  ^^vrvlees.  . 


State  otf*  t^tomiiA  De^autm^nt  op  EuucATiojf, 

T(tttaha$m,       Mav  Wi, 

Hon.  James  0.  0*Hara, 
Mcmher  of  Vonorm^ 

Vhatmmt  Siwoiat  suh  GommUtoe  on  Mucationi 
houne  of  t{ci)rvHentattveSi 
\VaHMn{/tont  i).CK 

T)EAU  COiS'ottEssMAN  0*MAitA  1  It  Is  my  UiiderstaiuUng  that  yott  are  conducting 
fornml  hearings  on  Thursday  May  30, 1074,  concerning  the  Guahinteed  Sttideiit 
lioan  ProgmiUi  As  you  are  aware,  The  tMoi'lda  liepartnient  of  Educatlmi  is  an 
eligible  lender  In  the  li^ederal  Iiisufed  Student  tioan  tU'ogratti.  Since  beglntting 
our  participation  lit  December,  1072,  we  have  made  loans  to  over  8,500  sttidents 
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totalling  approxinmtoly  $4»000,0(K),  We  are  \mn\A  to  have  \mn  able  to  assist  Uwhq 
students  in  tlieii*  i)umUt  of  post-Heconilary  Education  In  Florida. 

We  are  however,  concerned  in  two  particular  areas  dealing  with  the  program. 
The  first  in  related  to  the  time  reqtilred  in  securing  Federal  insurance,  We  feel 
that  at  times  the  lengtliy  process  Jias  proven  to  be  disincentive  to  sttulents.  It 
would  appear  tliere  are  at  least  two  clear  alternatls*es  within  existing  legislation. 
Tlie  law  provides  for  a  certirteate  of  ooniprehenslve  insurance.  It  is  uiy  under- 
standing that  this  provision  has  never  been  Inipleniented.  A  second  alternative 
would  be  to  fornuiliv<e  a  process  of  direct  data  exchange  between  large  lenders 
and  the  OfBce  of  Education  in  Washington,  8ucU  a  procediu^e  would  allow  present 
regional  olHce  and  contractor  processing  to  be  by-passed,  We  are  of  aiurse  aware 
that  extreme  caution  and  diligence  on  our  part  would  be  required  and  practiced. 

Our  second  concern  deals  with  impending  policy  changes  on  the  part  of  the  OIHce 
of  Management  and  Budget  in  the  issuance  of  Circular  A-7(),  revised.  Since  oitr 
participation  as  a  lender  in  the  insured  hmn  program  is  financed  by  tax-exempt 
revenue  bonds,  federal  policy  c(mtrary  to  this  nu»thod  of  financing  would  severely 
limit,  if  not  prohibit,  our  participatiou.  We  urge  carefiU  examination  by  the 
Congress, 

Finally.  It  is  my  understanding  that  an  anicndment  providing  for  local  fiexlbll- 
Ity  in  state  direct  loan  programs  will  be  suggested  during  the  tipyoming  hear- 
ings, Florida  supports  the  effect  of  the  amendment,  and  urges  your  subcomndttee 
to  reconunend  acceptance. 

If  we  may  be  of  assistance  to  you  and  your  subcomndttee  in  yowv  consideration^ 
please  do  not  hesitate  to  call  on  us. 
Sincerely  yours, 

llALt»ll  D,  TURUNOTON, 

Mr.  O^Hara.  Thank  you  very  much,  gentlomon,  for  appearing  be- 
fore us  today. 

1  luivo  enjoyed  your  testimony  aiid  I  assure  you  that  your  sugges- 
tions will  be  seriously  considered  by  the  subcommittee. 

The  gentleman  from  North  Carolina—Mr.  Andrews— a  distin- 
guished member  of  this  subcommittee  has  recently  introduced  legisla- 
tion relating  to  the  ta>c  stiitus  of  amounts  forgiven  under  some  of  the 
student  loan  programs.  Although  3lr.  Andt^ws^  bill  was  i^eferred  to  the 
Committw  on  Ways  and  Means,  he  has  asked  to  be  heard  by  this  sub- 
committee with  n^gard  to  the  issuer  involved  in  his  legislation.  The 
Chaii'  recognizes  the  gentleman  from  North  Oarblina. 

STATEMENT  Of  HON^  IKE  ANDREWS,  A  REPRESENTATIVE  IN 
CONGRESS  EROM  THE  STATE  OF  NORTH  CAROLINA 

Mr.  A^*DnK^vs.  Mr,  Chairman,  this  morning  a  young  woman  from 
Greensboro*  N.C.*  telephoned  my  Washington  olHcc.  She  was  in  tcars^ 

A  teacher*  she  had  just  received  one  of  those  tax^luo  notices  which 
ai'e  bexjoming  infamous  in  my  State. 

^  The  Internal  Kevenue  Service  had,  very  abruptly  and  without  warn- 
ing, dunned  her  $418,  which  the  IRS  claims  slie  owes  in  back  taxes 
because  tlio  loan  she  obtaitied  contained  the  forgiveness  provision  for 
repayment,  and  the  IRS  is  how  maintaining  that  such  loans  I'epresunt 
taxable  income. 

This  young  woman  is  to  be  married  later  this  month,  and  so  this 
retroactive  tax-due  notice  represents  a  really  severe  financial  setback 
to  her.^ 

She  is  not  alone.  In  recent  months,  ii  largo  number  of  students  and 
former  students  in  North  Carolina  who  are  recipients  of  educatiomil 
loans  \yith  the  forgiveness  provision  have  Hlcewise  been  shocked  to  re* 
ceivo  these  notices.  I  understand  that  this  will  be  repeated  in  all  of  our 
60  States. 
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My  office  has  been  uclviHed  by  Ms,  Jan  Proctor,  administrator,  educa- 
tional loan  program,  Nortli  Carolina  Department  of  Human  Resources, 
that  tliese  assessments  have  ranged  from  $200  to  $1,000  per  year, 

These  tax-due  notices  'were  sent  out  following  a  little-noticed  IRS 
ruling  that  appeared  in  tlie  Federal  Register  in  June  of  last  year.  Tluit 
nuiiig  maintained  that  these  particuhir  educational  loans 'amounted 
to  taxable  income.  Among  these  are  tlie  national  direct  student  loans 
and  its  predecessor,  the. national  defense  student  loans;  State  teach- 
ing loans;  State  medical  education  loans;  and  the  law  enforcement 
educational  program  loans. 

We  have  learned  that  the  National  Direct  Student  Loan  Office  at  the 
Office  ot  Education  has  been  trying  for  6  months  to  get  the  IRS  to  ap- 
prove a  draft  designed  to  inform  tlie  participating  colleges  and  uni- 
versities of  tlie  date  tlioir  loans  became  taxable. 

There  is  some  confusion  with  regard  to  the  taxability  of  national 
direct  student  loans  because  the  pmlecessor,  the  national  defense 
student  loan  program  was  granted  an  exemption  by  IRS  hi  1961.  Prior 
to  the  IRS  ruling,  the  Office  of  Education  assumed  that  the  national 
direct  student  loans  would  receive  the  same  exemption.  As  a  result  of 
the  ruling,  however,  they  are  now  unsure  and  are  therefore  assumin«r 
that  they  are  taxable  until  the  IRS  informs  them  otherwise. 

neJiave  checked  with  the  IRS  on  a  number  of  occasions  and  all  we 
have  been  able  to  learn  is  that  they  are  studying  the  matter  and  mav 
have  tt  response  in  about  a  month. 

at 

posed  .,  ...„  „ 

ruling  was  ptiblished-~asked  the  IRS  for  clarification  of  the  taxabilitv 
ot  their  educational  loans.  As  of  today  they  have  not  received  that 
clarincation. 

■  Appareiitlv,  young  people  in  North  Carolina  are  among  the  first  to 
be  lilt  \yith  these  tax-due  notices.  I  am  told  that  the  IRS  in  mv  State 
m  especially  aggressive,  and  while  this  spirit  is  certainly  commendable, 
I  would  suggest  that,  in  this  case,  it  is  misdirected. 

According  to  inforiiiatlon  my  office  has  received,  the  IRS  in  North 
Carolina  copied  the  records  of  the  North  Carolina  Department  of 
Iluman  Resources,  from  which  they  obtained  tlie  names  and  addresses 
"rr".*^"^"*^""*^  thereby  sent  them  the  tax-due  assessments. 

Mr.  Chairman,  It  is  my  view  that  theso  revenues  were  unanticipated 
by  budget  officials  and  constitute,  in  effect,  a  windfall  profit  to  the 
Government.  * 

Tiio  IRS  ruling  was  arbitrary  and  unfair  in  that  it  hit  persons  with 
retroactive  tax-due  notices  dating  back  3  years,  or  as  far  as  the  statute 
01  hmitations  will  allow.  Loans  cancelled  between  1934  and  1970  were 


make  their  loans  any  more  taxable  than  the  thousands  be'fore  them 
which  were  not,  1  fee  that  the  administering  agencies  should  have 
tune  to  learn  that  the  loans  they  are  contracting  now  are  taxable  and 
so  be  able  to  inform  the  applicants. 

These  iiersoiis  are  being  or  have  been  trained  in  health  professions, 
law  enforcement  and  as  teachers,  and  the  forgiveness  provision  in  their 
educational  loans  means  that  repayhiont  may  be  forgiven  thfouffh  serv- 
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ice  in  Inner  city,  vuftil  uiul  otlior  areas  oxperiencinj;  a  shortagie  in  criti- 
cally needed  specialties.  Such  areas  are  deBigriuted  by  agencies  of  the 
Government  and  not  by  the  loan  recipient. 

^  Among  those  atFeoted  are  studetits  and  graduates  in  nursing,  medi- 
chie,  law  enforcement,  teaching,  dentistry)  pharmacy,  medical  tech- 
nology, physical  therapy,  optometry,  and  other  critical  professions, 
According  to  the  infovn^ation  my  ollice  has  received,  neither  the  stu- 
dents nor  the  administering  agencies  had  any  idea  that  educational 
^loan^  with  the  forgiveness  provision  were  subject  to  being  considered 
taxable  income. 

Tliere  may  be  some  merit  in  treating  all  educational  loans,  regard- 
less of  the  repayment  provisions,  as  taxable  income,  However,  that  is 
an  issue  separate  and  apart  from  the  one  of  permitting  the  IRS  to  sur- 
prise several  hundred  thousand  persons  with  retroactive  tax-due 
notices. 

AVhat  is  at  issue  is  the  retroactivity  of  these  loans,  and  on  April  25, 
I  introduced  a  bill,  H.R.  14392,  which,  if  enacted,  will  enable  those 
who  have  already  paid  their  taxes  to  file  for  a  refund. 

My  bill  was  referred  to  the  House  Conmiittee  on  Ways  and  Means,' 
and  my  distinguished  colleague,  the  Honorable  Wilbur  Mills,  chair- 
man oi  that  committee,  has  advised  me  that  his  staff  has  already  re- 
quested departmental  reports  on  this  bill 

In  an  effort  to  pursue  every  possible  avenue  to  assist  these  individ- 
uals,, we  wrote  Commissioner  Alexander  of  the  IIIS,  urging  that  he 
take  steps  to  reverse  the  retroactivity  of  the  ruling  administratively. 
The  answer  received  from  tlie  IRS  states,  in  part : 

sVetioii  7805  of  the  Code  provides,  la  effect,  that  all  inibllshod  rulings  apply 
mroactlvely  «ales8  otherwise  spofUled.  Any  nonretroactive  appHoatlon  of  Rev. 
Rul,  78-L>nO  ean  only  he  nuide  after  a  earofnl  aiuilysls  of  all  the  facts  and  circum- 
stances hivolvlng  eacli  specific  loan  program,  At  the  time  a  retpiest  is  made,. as 
to  a  speclllc  loan  proi^ram,  to  apply  Uev.  llul,  73-250  prospectively,  all  of  the 
Inforiniitloii  pertaining  to  the  program,  Including  all  of  the  facts  and  clrclim* 
statices  under  which  tiie  loans  were  granted  and  the  conditions  under  which  the 
loans  are  to  he  repaid  should  he  submitted. 

We  are  presently  taking  the  prospective  treatment  of  Rev.  Rul.' 73-2(50  Into 
consideration  on  an  individual  loan  program  basis  which  precipitates  a  thomtgh 
examination  prior  to  making  a  final  decision. 

For  further  darlfication  on  tlie  eontents  of  the  letter^  we  called  the 
IKS  and  they  e^iplainod  that  no  loan  program  would  be  considered  for 
exemption  nnless  and  until  an  individual— as. ppposed  to  an  adminis- 
tciMjiff  a t^ency— visited  IKS  and  aslaul  for  e.temption  under  a  specjific 
loan  p!'o/i:hinh  At  that  time^  tlie  IKS  would  "prepare  a  file'^  on  that 
particular  loan  proghim  and  would  tlien  take  the  taxability  of  that 
pai'tleuhtr  loan  in'ograin  under  adviseinenti  In  other  words^  unless  an 
nulivi(lual  brin^^s  a  specific  loaii  pro^vram  to  the  attention  of  tho  IK3j 
no  action  would  be  talcen  to  reconsider  the  applicability  of  the  vixVm^. 

Tills  appeal's  to  me  to  be  a  complicated  and  uncoordinated  manner 
of  liandlin^^  tlie  situation  l)y  the  IKS..  Additionally j  we  have  learned 
that  the  IKS  is  requiring  lump^'SUm  payments  tor  the  loans  they  con- 
sider taxal)le  and  is  diamine  interest. from  the  due  date  of  the  return 
throuji;h  the  date  tlie  individual  a^n-ees  to  pay  the  tax*  My  staff  and  1 
in  the  past  several  \yeeks  have  continued  our  efforts  to  enlist  additional 
SMpport  for  this  le^jislation. 

It  is  my  intention  to  circulate  H.K.  14892  for  cosponsorship. 
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Wo  liavc  obtaiuoil  the  lmckin«y  on  this  bill  from  lunu  national  or- 
ganiiiations;  .The  Aniorican  Xursos  Association,  tlie  National  Asso- 
ciation oi!  Student  Finanijinl  Aid  Administrators,  the  American  Asso- 
ciation of  Community  Junior  Colleges;  the  Aniericau  Council  on 
Education,  the  Association  of  American  Medical  Colleges,  the  Ameri- 
can Optometric  Association,  tiie  American  Student  Optometric  As- 
sochition,  the  Association  of  Schools  Colleges  of  Optometry,  and  the 
American  Voterinarv. Medical  Association, 

Mr.  Chairman,  although  I  talco  some  degree  of  satisfaction  that 
this  bill  bears  my  name,  such  considerations  are  very  secondary  to 
the  problem  confronting  the  many  young  people  who  are  struggling 
to  come  up  with  enough  money  to  pay  the  IRS  at  the  same  time  they 
are  completing  their  education  or  avb  just  beginning  their  chosen 
careers, 

I  will  continue  to  enlist  support. for  this  measure  among  my  col- 
leagues'and  among  the  juany  educational  and  health  organ i/^ations 
across  tlic  Nation.  The  support  of  this  conmiittee  would  be  deeply  ap- 
preciated, not  only  by  ine,  but  by  the  many  victims  of  this  unfair 
ruling. 

Thank  you,  Mr.  Chairman. 

Mr.  O'IIaua.  Tiic  Special  Subcommittee  on  Education  will  now 
stand  in  adjournment  until  Monday  morning  when  our  hearings  on 
title  IV  will  continue. 

[Whereupon,  at  II  :;K)  a.m.,  the  subcommittee  adjourned,  to  recon- 
vene Monday,  J  une  4, 1D74.] 


Stai^^p  NoTi:.*— On  June  11,  IdH,  Mr.  Andrews  introduced  H.R* 
15807,  tLR.  15B08,  and  H.R.  1530D,  bills  identical  to  H.R.  14892.  The 
following  members  cosponso red  these  bills  which  were  referred  to  the 
Committee  on  Ways  and  Means. 

Mr.  liafalis,  Mr.  Balcei*,  Mr.  Benite/.,  Mrs.  Boggis,  Mr.  Bt'inkley,  Mr. 
Bt»oonjHeld,  Mi*.  Brown  of  California,  Mr.  Buchanan,  Mr.  Burke  of 
Massachusetts,  Mi's.  Burke  of  California,  Mr.  Butler,  Mr.  Carney  of 
Ohio*  Mr.  Clay,  Mr.  Cohen,  Mr*  Cougiilin,  Mr.  Dellenback,  Mr.  Dent, 
Mr.  j)ulski,  Mr.  Duncan,  Mr.  Kilberg,  Mr.  Fascell,  Mr.  Fauhtroy, 
Mr.  Findlcy,  Mr.  Fisher.  Mi'.  Foi'sythe,  Mr.  Fountain,  Mr.  Frey,  Mr. 
(taydos,  Mrs.  Grasso,  Mr.  Green  of  Pennsylvania,  Mr.  Harrington^ 
Mr.  Hawkins,  Mi*.  Hechler  ot*  West  Virginni,  Mrs.  Holt,  Mr.  Hiiber, 
Mr.  ffones  of  Xortli  Carolina,  Atr.  Kemp,  Mr.  Lehman,  Mr.  Luken, 
^Ir.  McKay,  Mr.  Jtartin  of  North  Carolina,  Mr.  Meeds,  Mrs.  Mink, 
Mr»  Mitchell  of  Maryland,  Mr.  Moakley,  Mr.  Martha,  Mr.  Pettis, 
^tr.  Pickle,  Mr.  Preyer,  Mr»  Robinson  of  Virginia,  Mr.  Rosenthal,  Mr* 
Barbunes,  Mr.  Sliriver,  Mr.  Stuckley,  Mr.  Taylor  of  North  Carolina, 
Mr.  Thouipson  of  Now  Jei'scv,  Atr.  Veysey,  Atr.  Young  of  Illinois,  Uv^, 
Bchroeder,  Mr.  Dominick  V.  Daniels,  and  Mr.  Lagomarsino 
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MONDAY,  JUNE  3,  1874 

HousK  OP  Rrpkksmntativks, 
Si^KoiAL  Suuoot^tmn^fi  ox  Education, 

CODtrmK  ON  ElWCATION  AND  Laboh, 

Washington^ 

Thtt  sttbcommitteo  mot  at  10  a.ni<^  pursuant  to  recess,  in  room  2175, 
Rayhui»n  House  OfKce  Building,  Hon.  James  G.  0*Hara  (chairman) 
presiding. 

Present  I  Representatives  Oliara,  Dellenback,  and  Erlenborn. 

Staft'  members  pi'esent:  Jim  Harrison,  director;  William  F.  Gaul, 
associate  general  counsel;  Klnora  Teets,  clerk;  and  Robert  C.  And- 
ringa,  minority  staif  director. 

Mr.  O'Haka.  The  subcommittee  will  come  to  order* 

Today  we  conchtde  our, hearings  on  tlie  loan  component  of  title  IV. 
,  Our  hrst  Avitnesses  are  familiar,  I'aui  sure,  to  members  of  the  sub- 
committee. No  two  witncfsses  ha\'e  appeared  before  us  more  often,  nor 
have  been  so  involved  in  helping  this  conujiittee  and  the  Congress  cope 
with  tlie  legislative  problems  relating  to  the  giuiranteed  loan  program. 
Jay  Evans  runs  the  loan  program  in  the  State  of  Pennsylvania  and 
has  jttst  assumed  tiie  office  of  president  of  the  Katiomtl  Council  of 
Higher  Education  Loan  Programs,  and  he  appears  in  that  capacity. 
He  is  accompanied  by  the  councils  president-elect,  Mr.  William  Nestcr 
of  New  Jersey;  and* by  the  council^s  legislative  representative,  Carol 
AVetinerdahl,  who  also  nuinages  the  State  Guarantee  Agency  in  the 
State  of  Illinois. 

I  would  like  to  welcome  our  witnesses.  I  know  your  contribution 
will  be  invaluable. 

SMEMEUT  OT  JAY  EVANS,  PEESIDENt,  MTIOMAL  COWCIL  01* 

mmm  ebtjcation  loan  programs,  accompahieb  by  mi^ 

MAM  MESTER,  PRESIDENTELECT,  NCHELP,  AMD  CAROL  WEN- 
HERDAHL,  LEGISLATIVE  REFRESEMTATIVE,  NCKELP 

^tr.  Evans.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  the  committee}  it  is  indeed  an  honor 
for  me  as  president  of  tlie  National  Council  of  Higher  Education  Loan 
Programs  to  appear  before  you  today  to  present  our  views  and  posi- 
tions with  regard  to  the  future  of  the  guaranteed  student  loan  pro- 
gram* Tn  September  of  197o,  the  national  counc'il  prepared  a  rather 
comprehensive  paper  discussing  what  we  believed  to  be  the  majoi»  isstm 
confronting  the  student  loan  program.  The  paper  attempted  to  address 
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all  the  various  options  opon  to  policymaking  bodies,  and  copies  of  the 
issue  paper  were  made  available  to  members  and  stall'  of  this  committee. 

Oyer  tlie  last  few  months,  the  national  council  has  adopted  sonie 
specific  recommendations  for  legislative  change,  which  Ave  feel  would 
improve,  the  pi'ogram.  Those  recommendations  are  attached  to  this 
statement  as  an  addendum,  and  I  will  be  glad  to  answer  any  questions 
you  imvy  have  following  my  prepared  statement, 
-  The  council,  liowever,  continues  to  feel  that  the  most  critical  issues 
facmg  us  are  in  the  nature' of  policy  statements  and  goals.  It  is 
impossible  to  elVectively  and  efficiently  administer  a  program  whose 
goals  and  objectives  remain  unclear.  It  is  lor  this  reason  that  our 
stutoinent  today  puts  aside  temporarily  sonio  of  the  technical  problems 
involved  in  lu'ogratu  administration  aiul  asks  the  oonimittee  to  address 
Itself  to  the  following'  questions  Avlilcli  must  bo  an  we  I'od  before  a  sound 
program  can  be  rebuilt.  These  five  questions  are : 

(1)  Who  should  have  access  to  student  loans? 

(2)  Who  should  bear  the  program  costs? 

( :'»)  Who  should  provide  the  capital  for  lending? 

(4)  Who  should  perform  the  lending  function T 

(5)  Who  should  guarantee  the  loans?  " ' 

However,  before  Av.e  speak'  to  thos(;  questions,  the  council  would  iu'sb 
like  to  express  its  appreciation  to  tlie  chairnum  and  this  committee  for 
the  efforts  put  forth  to  enact  Public  Law  m~2iii),  As  you  know,  today 
is  the  first  day  that  this  act  takes  effect,  and  for  all  intents  and  pur- 
poses eliminates  the  "needs  test''  on  interest  subsidy  benefits  in  tliis 
program  for  just  the  family  income  students  below  $15,000,  and  also 
extends  special  allowance  for  1  year. 

The  national  council  has  repeatedly  expressed  philosophical  and 
practical  reservations  aboiU  tlie  chanircs  made  by  the  1072  legislation 
in  our  program's  interest  subsidy  eligibility  provisions.  Thei'cfore,  it 
was  extremely  gi-atifyinp;  for  the  council  to  observe  earlier  this  year 
that  both  majority  and  minority  menibers  of  the  Education  and  Labor 
Cotnmitfee  introduced  legislation  to  restor(!  interest  benefits  even 
beyond  the  pre-10T2  levels.  We  also  wish  tn  commend  the  chairman  for 
beginning  early  the  task  ()f  I'eviewing  student  aid  legislation.  We  feel 
the.sc  hearings  are  most  timelyi 

WHO  SHOULD  IIAVK  ACdMSS  TO  S'l't^DtiXt  LOAXS 

Tnrdct  poputfiiion  unntmr 

Previous  witnesses  have  addressed  the  subject  of  the  confusion 
.which  surrounds  the  purpose  of  this  program.  We  need  not  trace  again 
for  this  committee  the  bhti'riiig  purposes  of  this  program  as  it  evolved 
from  the  lOOi")  program  for  middle-income  students  to  the  1072  pi'o- 
gram  which  was  viewed  as  a  low-income  program.  Once  again  this  pro- 
gra'm  beg.^  for  definition  of  purpose. 

Acrm  pi'oVhim  (t-ffeot  pfogmm  dructur& 
^  There  is  no  (piestion  that  access  to  student  loans  is  a  critical  problem 
.  I'ight  iu)W,  especially  in  some  geographical  areas.  'J'he  law  was  recently 
changed,  mainly  in  an  attempt  to  restore  student  access  to  this  pro- 
graiii-— an  attempt  which  might  now  be  seriously  cotuiteraete(l  by  a 
student  loan  interest  I'ate  ancf  special  allowance  whose  total  rest  more 
than  2  percent  below  the  curi-ent  prime  lending  )'ate, 
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The  problem  of  access  luis  caused  many  schools  who  have  the  re- 
sources to  do  so  to  enter  tlie  lending  field  themselves.  In  fact,  a 
previous  witness  has  suggested  to  this  committee  that  indeed  schools 
Hhonld  borrow  money  directly  from  banks  and  take  over  the  lending 
function  in  this  program.  Some  have  suid  tliat  this  M^ould  provide  a 
nxoh  effective  delivery  system  of  loan  dollars  since  commercial  lenders 
have  lately  tended  to  discriminate  against  students  attending  schools 
such  as  Malcolm  X  College  in  favor  of  students  attending  schools 
such  as  Harvardi  Of  course,  one  would  have  to  examine  the  implicit 
assumption  that  commercial  lenders  would  not  tend  to  discriminate 
*against  lending  to  schools  sucJi  as  Malcolm  X  in  favor  of  lending  to 
schools  such  as  Harvard. 

Can  egtiud  access  be  restored?  . 

Also  in  need  of  examination  is  whether  or  not  lendei's*  tendency 
toward  discrimination  Avonld  remain  unchaiuyed  or  would  tend  to 
diminish  if  thtfy  wore  adequately  compensated  for  their  lending  ex- 
penses. In  addressing  the  question  of  program  purpose  as  it  relates 
to  who  should  have  access  to  guaranteed  loan?,  the  national  .council 
feels  that  the  structure  and  purpose  of  the  1965  act  remains  largely 
valid.  This  program  was  primarily  designed  to  assist  middle-income 
students,  but  without  exoluding-low  income  students  from  eligibility* 
■  And  w*hile  significant  numbers  of  low-incoino  students  did  borrow  in 
the  earlier  days  of  the  program,  the  relatively  small  numbers  of  such 
Jt)orrowei'S  who  sought  a(!cess  and  who  w(?re  denied  by  lenders  were 
then  able  to  turn  to  other  campus-based  programs  designed  partic- 
ularly for  thcitu 

We  still  think  that  this  combination  is  a  winning  formula.  If 
lenders  were  adequately  compensated  for  their  expenses— and  one 
must  not  forget  that  the  interest  rate  set  in  1065  was  11^  percent  above 
the  then  cui'rent  prime  lending  rate~*the  council  feels  that  any  dis- 
ci'imination  which  does  exist  would  once  agahi  become  minimal. 

WHO  sitotiij)  ni'iAU  mvi  i*aooaAM  cjosts? 

Mr.  Chairman,  tAVo  facts  appear  so  evident  that  it  almost  seems 
tmneressarv  to  state  them.  First,  money  as  a  commodity  costs  money. 
Second,  attministrativo  services  cost  money.  Whenever  the  total  of 
those  costs  exceeds  the  return  a  lender  is  receiving  on  his  investment, 
he  will  find  that  investment  most  unattractive.  In  our  program*  even 
this  body  has  no  power  to  legislate  away  the  costs;  it  may  only  re- 
distribute the  responsibilities  for  bearing  those  costs. 

Opthm  cm  evdUss 

The  lender  may  have  his  costs  directly  compensated  by  the  con^ 
sunier,  the  Oovernment^  or  the  school,  or  he  may  have  some  of  his 
costs  reduced  by  shifting  some  of  the  program^s  administrative  bur- 
tleus,  with  their  accompanying  costs,  to  another  party  such  as  the 
Oovetiunont  or  the  school.  The  only  certainty  is  that  the  costs  will 
not  disappear  regardless  of  with  how  intich^  dexterity  this  monetary 
**shell  game**  is  played.  We  urge  this. committee  to  nrst  consider  the 
question  of  who  should  pay  these  costs  before  addressing  the  question 
of  how* 
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Olid  emmple  of  coat  (tUftii\g''^- 

An  efti'lier  witness  before  this  committee  advocated  one  option  of 
shitting  tlie  pmgi-am's  cost  burden  from  tl»e  lender.  A  proposal  in- 
trociuoecl  to  yoii  last  week  would  pormit  commercial  lenders  to  receive 
the  full  interest  rate  on  student  loans  they  now  receive,  but  widi  no 
responsibilities  or  cost  for  pro,<?ram  administration.  Those  costs  \vould 
be  shilted  to  the  school  who  functioned  as  the  lender,  and  indirectly, 
to  tlie  student  consumers. 

Under  such  a  proposal,  \i  the  commercial  lender  does  perforiii  some 
of  the  administrative  functions  associated  with  leftding,  be  is  com- 
pensated for  It  under  separate  contract  by  the  school.  If  this  com- 
mittee were  to  embrace  suc-h  a  concept,  it 'must  be  aware  that  those 
administrative  costs  have  not  been  swept  under  a  rug.  They  must  be 
flealt  with,  and  following  are  some  of  the  questions  wliich  would  have 
to  be  answered. 

Some  folimj  qtienHoiis 

Fii'st,  are  schools  to  be  the  "prime"  lenders,  or  are  they  only  to 
supplement  the  commercial  lender's  efforts?  If  they  are  only  to  bo 
suppl(!mental  lenders,  this  committee  must  answer  for  itself  how  long 
the  majority  of  the  commei'cial  lenders  are'going  to  continue  making 
loans  directly  to  students  if  they  see  a  more  lucrative  market 
in  loans  to  schools.  How  long  would  it  be  before  the  commercial  lend- 
ing community  thus  forced  the  schools  from  the  role  of  supplemental 
lenders  into  the  role  of  prime  lenders  ? 

And,  if  a  program  of  loans  to  schools  should  .so  jcopardi5{e  the 
continuation  of  direct  .student  lending  by  the  balance  of  the  com- 
mercial lenders,  this  committee  must  address  the  question  of  how  the 
schools  are  going  to  pay  the  costs  of  program  administration.  Should 
the  Government  simply  dechiro  a  policy  of  benign  neglect  and  let 
.students  of  those  schools  who  cannot  afl'ord  to  pay  the  bill  go  begging 
for  loan  money  while  students  of  the  largest  and  more  wealthy  schools 
enjoy  a  stirphis?  Should  all  the  schools  be  instructed  to  raise  their 
tuition  accordingly?  Should  the  Government  pav  a  subsidy  to  tli6 
.school  for  u.se  in  purcba.sing  tlie  required  services?  Sbotild  the'Govern- 
nient  directly  subsidi/.e  se\'ei'a1  large  service  corporations  owned  by 
such  lenders  as  First  (Chicago  Corp.,  First  Minneapolis,  and 
Wachovia?  Of,  would  it  be  mo.«t  ellicient  to  pay  such  a  .subsidy 
directly  to  a  commercial  lender  who  originally  furnishes  the  capital 
and  have  him  make  the  loan  directly  to  tlie  student?  The  question  of 
\ybo  can  most  efficiently  perform  the  administrative  tasks  required  in 
this  program  should  not— and  mttst  not— be  confused  with  the  ques- 
tion of  who  pays  for  those  services. 

WflO  moVXA)  I'KOVU)!'!  TttK  CAIWAt  fOft  L«N!)tXfl? 

This  is  a  question  quite  apart  from  that  of  who  should  loan  the 
money  to  the  student.  Congress  must  addrc.«s  the  issue  of  how  much 
money  for  student  loans  is  i'equired  atul  then  decide  w  lether  to  stimu- 
late this  money  from  the  pri\'atc  lending  community,  to  appropriate 
the  money  directly,  or  to  let  the  burden  slide  onto  r-iomeone  »l.s«'8 
sliMildcf's.  such  as  the  States  or  the  cthicational  institutions. 

The  Xational  Council  continues  to  believe  that  equal  access  to  loan 
fund.<J  would  best  bo  s^u'vod  at  tlio  Imvest  cost  by  the  blueprint  first 
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designed  by  this  body  in  1965.  We  in  the  Council  have  been  criticized 
in  the  past  by  some  who  feel  that  we  arc  perhaps  more  concerned  with 
our  lenders-  uiterests  than  tlie  students^  mterests.  We  submit  that  the 
two  at^e  not  easily  separated,  and,  if  they  were,  they  would  not  be  in 
conflict.      .  ^ 

We  have  no  other  objective  than  to  make  loan  funds  easily  available 
to  students,  And,  if  we  believe  that  the  private  capital  which  is  avail- 
able to  our  program  is  not  readily  expendable,  and  if  we  see  no  sub- 
stitute  which  wotdd  provide  an  equitable  distnbution  of  loan  funds 
throughout  the  Nation,  then  we  must  seriously  and  objectively  address 
oui'Sel ves  \  \      lenders^  problems  with  this  program. 

In  1965,  v  V  recniited  lender  support  with  promises  of  an  adequate 
return  on  Ainds  with  an  interest  rate  then  li^  percent  above  prime 
and  an  attractive*  low  cost.  Government-subsidi/.ed  loan  which  they 
could  offer  to  their  customers  and  residents  of  their  community.  The 
National  Council  asks  the  Congress  to  keep  that  early  promise  of  ade- 
quate i*eturn  and  attractive  loans.  That  is  the  only  way  the  private 
capital  inarkot  can  once  again  be  stimulated  to  provide  the  necessary 
funds  for  our  students.  ^ 

WHO  StlOtTLD  LEND  THB  MONRY? 

Perfomame  records 

If  this  question  is  addressed  separately  from  the  issue  of  who  sliould 
bear  the  administrative  costs  associated  with  the  lending  function,  the 
sole  matter  for  decision  is  to  determine  who  can  perforin  this  function 
in  the  most  efficient  manner,  and  in  such  a  way  as  to  optimise  future 
collections.  As  to  the  latter,  a  look  at  the  past  prformance  of  educa- 
tional lenders  would  be  helpful.  The  data  provided  oh  pajoje  16  of  Br» 
John  Phillips*  statement  before  this  committee  last  week  is  instructive, 
even  though  the  reader  is  warned  that  even  a  cursory  review  of  the 
Bummarisied  data  reveals  numerous  inconsistencies.  Dr.  Phillip^:  state- 
ment reveals  the  following  original  loan  amounts  and  their  current 
category  within  their  matured  status  i 

Fully  retired  ..-w.-..-.........-..--.-...-.......----..-  $255 

In  rlGferinent--*,  ^   ^^^^^^^^^^^^^i.  -   30 

On  Hcheditle  in  reDaytnent  ^  a.—.*--*-*.   —  1, 0(18 

Past  duo       400 

Total  mutuml  loans.   ^    1 840 

If  one  can  make  an  assumption— which  must  later  be  substantiated 
or  corrected  when  all  of  the  aforementioned  data  inconsistencies  ai»e 
checked  and  corrected— that  the  average  indebtedne^  per  student  was 
approximately  the  same  in  each  of  the  four  categories  listed  above, 
$uch  an  assumption  would  lead  the  reader  to  conclude  that  26  percent^ 
or  slightly  more  than  one  of  every  four  borrower  no  longer  in  school 
are  delinquent  on  their  loan  payments. 

If  it  appears  that  the  Office  of  Jldttcntion  will  need  a  great  amount 
of  time  to  re(»oncile  the  data  with  the  thousands -of  individual  school 
reportS4  perhaps  this  committee  might  seek  the  cooperation  of  the 
three  largest  servicers  of  student  loan  accounts  made  bv  educational 
lenders.  Cornorations  owned  bv  l>^h*st  Ohicatro  Corp.*  Wachovia,  and 
American  National  Bank  of  Chicago  service  literally  liundreds  of 
thousands  of  such  accounts  foi»  educational  lenders^  and  they  provide 
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Hioir  olio.nNs(»h()ols  with  tln^  roqiiirod  data  each  year  to  oomplote  tlie 
ui'CM^sury  Fodoral  \v\n)vi  forms.  This  ronunittoo  mijjlit  l)onofit  from  a 
r(»(|n(»st  toJh(>?itt  oorporaHons  askiii/;  ii'  thoy  mijulit  submit  a  copy  of 
a  #run(v  l!)7f),  lisoa!  opei'at  ioiis  report  on  which  they  havo  sumuiarizod 
tho  data  on  all  of  tlio  nccoiiiits.  thoy  wtv  sovvicinji.  Evon  thotiffh  one 
niiu'ht  naturally  assuMu^  that  schools  who  a  prof(»s8io!ia1  sc^rvicMiijy 
<*oinpaivV  would  p'oiioralh'  loud  to  ha\'o  Ioavoi*  didinqneiicv  fi^uvos  than 
those  who  ptn'foim  th(»  function  tluMusolvoH,  the  data  still  would  still 
he  v(M\v  iiist!*uctivi\ 

Data  on  the  porforniantv  (H*  oducational  Icndi^rs  in  the  ^rnarantoecl 
loan  ])roi?i'am  is  also  intcu'cstin^i*.  At  tho  ond  of  tho  last  fiscal  voar,  it 
AVas  foinul  that  about  lo  porccMit  of  the  borrowers  in  matured  status 
were  :]{)  days  oi*  more  deliiiqiKMit.  This  li<>*uro  included  data  from  both 
edurational  lenders  and  commercial  lenders.  Wlion  the  edu(»ational 
lendcMs  were  isolated,  the  dolinqueucy  fiirure  soared  to  87  percent,  and 
thei'e  Avas  only  appi*oximat"ly  I  peiventa^e  point  diffei'ohc(»  between 
pro|)rietary  schools  actin.u*  as  haulers  and  colleges,  and  universities 
act ina*  as  lenders.  •  '  . 

Some  have  attem]>ted  to  explain  that  the  collejje  and  university 
derMi(|uency  rate  is  so  hiirh  l)i'cau>e  thoy  act.  in  many  cases,  as  lenders 
oT  hi'^t  resbi't.  Certainlv,  this  is  a  contributing  factor,  but  it  by  no 
means  can  nuusi[uerad(»  as  the  total  exi)lanatton  wh(Mi  delinquency 
rate's  for  (m>11c^*(»  and  imivcM'sity  ?<tudents  who  borrow  from  comnierciiil 
t(Mulers  is  one-fiftb  oi'  onc-sixih  that  rate.  In  our  experience,  wq  have 
seen  many  other  factors  ojicratinu'. 

Tlu»  first  factor  n^lati^s  to  the  qiav^tioii  of  lendin|5  expcu'tise,  We 
readily  concede  that  iIkm'c  are  some  edtioational  lenders  who  are  su- 
pei'ior  to  om*  poorei'  commercial  lenders.  J^ut  one  must  discuss  the 
avera.u'c  educational  hMider  and  the  a\'erage  commercial  lender.  One 
camiot  for/A'et  that  th(^  answer  to  the  edu(»atioiial  hmder  question  must, 
simultaneously  embrace  Nola*^  School  of  JJeauty  Culture  as  well  as 
Vale  University. 

The  second  factor  I'ehitcs  to  th(»^  perfornnince  of  **duo  dilijjence^^ 
in  the  loan  oripiination  pi'ocess.  T(»stimouy  by  Oliice  of  Kducation  wit- 
nesses before  this  connuitte(»  last  wet^k  sti)^\u'estcd  that  a  student's  tend- 
ency to  default  bears  a  vUw  relationship  to  the  numner  in  which  the 
loan  oriu'inated.  AVe  cout'iti*. 

For  many  years  the  i)i*opiMetary  schools  have  received  criticism 
for  usin/x  our  proo*ram  to  r(»ci'tiit  students  with  claims  of  "ea«y  flaanc- 
inir**  and  '*no  money  down.^*  Their  critics  have  charfi;ed  that  the  recruit- 
ers n(».u*lcct  disctissions  coiK'ertiiii*^  the  seriousness  of  the  loan  obliga- 
tion in  favor  of  u'lowinu*  descriptiotis  of  the  attributes  of  the  schools 
th(\v  represetit,  lest  they  lose  a  prospective  applica)it  because  of  stres^j- 
in.i>'  his  indebtednessi  SM  of  this  behavior  was  attributed  to  "the  profit 
iiiotive/* 

Proprietai'y  schools  ha  been.lenders  for  some  time  in  our  pro^j^ram^ 
but  now  jjrawin^^  tuimluM's  of  (»oile/i;es  and  universities  claim  that  they 
have  to  become  lendei's  in  order  to  compete  for  students.  The  profit 
motive  which  plaf;ued  t>i'<>M"i'iitti  admitustrators  in  the  lOtiO's  is  about 
to  u'ive  way  to  the  sttrvis^al  uiotive  of  the  l{)70's  as  schools  scramble  to 
entice  the  (Iwitnllin^^  pool  of  applicants  to  their  campuses* 
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Tho  koy  to  sflioul  loiuliu*?  lH>havior  will  not  ba  wlu^thor  tluMi'  cliar- 
tor  is  tionprotit  ov  iov  prolil but  simply  how  biidly  stuilout.s  arc  nocnlod 
in  orUor  to  survivt»»  It  would  soeni  tuiivo  unUwA  to  oxpoct  tlio  hoard  of 
tfiistoos  at  Obscure  Colloge  to  chooser  bnukruptcy  before  instruetiug 
their  faculty  and  statt'  to'eniploy  aju\i»t'essive  r(»eruitnie]\t  tecluiiques. 
For  the  sake  ol*  our  proo'ram,  iind  es|K'(Mally  our  students,  we  am  not 
urtonl  to  porinit  our  lendiuj;  functions  to  bo  carried  out  iu' tills 
tuiviroiunent. 

Tho  third  faetoi*  which  contributes  to  de]iu<iuency  rates  for  educa- 
tional lenders  also  wavS  discussed  before  this  comniitteo  last  week.  It 
relates  to  the  students'  percoptioti  of  value  of  echicatiou  received  and 
lu)W  it  aifects  repayuuMit  attitudes  in  vai'yiufjj  ways  where  educational 
ietulers  and  conuucuvial  lendei'S  are  involved.  Our  members  liave  ot'leu 
repeated  the  illustration  describinj?  the  man  whoso  newly  purchased 
toaster  didn't  work»  If  the  tuan  char/j^ed  tlie  toaster  oti  the  store's  de- 
ferred payment  plan,  Jie  is  far  less  likely  to  pay  the  store  mitil  lie  re- 
ceived satisfactiou  than  ho/Would  be  willing'  to  pay,  for  instance,  a 
neiju'hlmr  if  hcM  borroweiKhe  money  from  that  source*  Our  col  hectors 
luive  observed  the  satue  phenomenon  when  a  dissatisfied  stu<leut  per- 
ceives that  he  has  (*hnrjj:cd  his  education  on  the  schools  deterred  ttii- 
tion  plan.  A  dissatisfied  student  is  far  more  lilcely  to  pay  a  third  party 
lie  holils  blameless  for  his  conjplaints» 

PJffert  on  priehif/  and  cnvollment  pat-terns 

The  issue  of  who  should  lend  must  also  l)e  studied  from  a  .standpoint 
of  its  possible  ellet't  on  pi'icinjj!;  and  enrolhuent  patterns.  Tins  commit- 
tee'must  consider  the  impact  that  a  very  laru'C  pool  of  lendable  capital 
nnjiiit  have  on  a  schooPs  tuition—especially  if  other  scliools  in  the  area 
could  not  compete  with  similar  offers  of  defc^rrcd  tuition  plans.  xVlso^ 
this  cotumittee  h(»ard  testimony  last  week  which  indicated  tirat  the 
entrance  of  the  wealthier  schools  into  the  lendih<;'  Held  was  r(»distril)Ut- 
iho*  enrollments  in  favor  of  those  schools  and  at  a  hir^'e  sacrifice  to 
those  schools  of  modest  financial  means  who  cannot  aitbrd  to  couipete 
on  the  same  terms»  And  while  market  forces  will  have  their  iiifhuMU'e 
in  tile  educational  fiehh  it  w^ould  appear  to  sonic  a  questionable  use  of 
Government  moiu».y  to  widen  the  competitive  pip  by  affordin.ij  a  Gov- 
ernment ^niarautee  only  to  those  schools  who  can  I'aise  the  capital. 

The  enrollment  distribution  problem  would  he  further  a^'fj^ravuted  by 
settin^^  up  strict  due  diliju'cnce standards  f(U'  the  lic.ensiiif^  ot  educational 
lenders  as  some  have  su^i'/xested  si)ice  only  the  wealthier  schools  (!ould 
aflord  the  service^  contrat'ts  or  additiotnd  staff  ru({uired  to  nu»asure  ui)» 
Also  threateninij  to  further  aj»'^,mivate  the  probletn  are  the  cll'orts  l)y 
some  to  remove  the  prohibitions  a^ifainst  schools  selliujnf  at  discount  or 
oflering  lenders  additional  pi'emiums  or  comt)en.satinfv  balances.  This 
would  provide  a  world  where  the  AVealthier  schools  and  theii*  students 
woiild  have  a  clear  advanta;^'e  in  the  com.p(itition  for  private  capital* 

CopohfVftkH  of  rf/iimffonat  fcnden 

Jt  lias  been  said  that  schools  possess  some  unifjuc  capabilities  not  had 
by  connnercial  huiders.  Among  these  are  tho  ability  to  more  closely 
itlonitor  the  students  status.  However,  these  capabilities  need  tiot  jifo 
unused  if  a  school  is  detned  lender  status.  iJather,  if  this  conunitfee 
feels  them  to  b(».  of*  value*  they  slioiild  be  incorporated  into  the  respon- 
sibilities of  an  educational  institution  without  relatin^^  them  to  a  lend- 
ing f  unction. 
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WHO  SHOULD  OUAKANTEE  THE  LOANS? 

To  encoufage  State  agenoiea 

From  the  date  the  Higher  Education  Act  of  1965  was  enacted  con-* 
taining  a  stateinent  of  purpose  to  encourage  and  strengthen  State  guar- 
anty agencies,  the  effect  has  been  to  discourage  and  weaken  those  of 
us  who  made  the  effort  to  build  a  good  program  for  our  students.  Why  ? 
JJecause  the  very  same  clause  m  the  act  established  a  temporary, 
standby,  guaratitor  of  last  resort—the  federally  insured  loan  program. 
Today,  any  State  considering  the  question  of  State  versus  Federal 
guarantees  is  offered  a  puzzling  choice.  The  State  is  *^encouraged**  to 
set  up  a  State  guarantee  agency  with  the  enticing  otter  of  an  80-perc€!nt 
Fedei'ttt  reimbursement  for  all  principal  losses  incurred  on  defaulted 
accounts.  Howe  /er,  the  State  is  asked  to  consider  a  second  alternative 
in  which  the  Federal  Goverimient  would  bear  100  percent  of  the  prin- 
cipal losses,  plus  100  percent  of  the  accrued  interest  losses,  plus  all 
administrative  costs. 

*  1  rkw  f  rom  outside  ohsei'^ers 

With  the  choice  appearing  so  obvious  to  most  who  would  study  the 
alternatiyes,  why  do  the  States  continue  their  sometimes  perilous  strug- 
gles to  coiitinuo  operating?  One  answer  to  this  question  was  presented 
to  this  committee  hist  week  in  the  testiniony  of  the  National  Associa- 
tion of  Student  Financial  Aid  Administrators,  whose  membership 
works  with  all  of  the  State  and  Federal  guarantors*  The  national  as- 
sociation recommended  ui  their  statemejit  that  the  Congress  should 
"remove  the  disincentives  for  the  operation  of  State  guarantee  agen- 
cies." The  testimony  went  on  to  say:  "The  evidence  seems  clear,  in 
terms  of  processing  time,  lender  relations*  institutional  relations,  and 
other  considerations,  that  this  program  can  bo  operated  more  efflciently 
at  the  State  level  than  at  the  national  level,  at  least  under  present 
circumstances*"  . 

Data 

What  is  important  about  this  State  agency  performance  is  that  it 
translates  into  available  dollars  for  students.  The  Office  of  Education 
prepares  monthly  volume  reports  on  both  guarantee  agencies  and  the 
FI8L  programs,  and  the  last  report  received  gives  data  througli  Janu- 
ary 1974. 

It  is  very  revealing  to  compare  fiscal  year  to*  date  figiu*es  for  the 
same?  months  in  fiscal  year  19t9  preceding  the  legislative  change.  The 
I'Cports  show  the  guarantee  agency  V-month  loan  totals  to  be  421,284 
loans  in  fiscal  year  19T2,  and  800,194  loans  in  fiscal  year  1974,  or  a  de- 
oV\m  of  18  percent.  The  FISL  program  fipiros  are  489,226  loans  in 
fiscal  year  1972,  and  852,104  in  fiscal  ;vear  1974^  or  a  decline  or  28  per- 
cent. However,  that  28  percent  is  misleading.  If  one  were  to  remove 
only  the  figures  foi»  the  3-fnonth  home  study  S(^hool  leiuters  from  the 
FISL  volume,  the  decline  of  the  remaining  lender  participation  would 
be  85  percent. 

Although  the  limitations  of  the  Office  of  Education's  computer  sys« 
tern  prevents  the  obtaining  of  exact  figures,  there  has  been  milch 
speculation  that  if  the  figures  representing  the  volume  of  two  or  three 
<{om\  educational  lenders  in  the  FISL  program  were  eliminated,  the 
result  would  show  commercial  lender  support  of  the  program  to  have 
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(loclinocl  at  least  50  porci5nt  tuul  maybe  more*  The  volume  in  the  current 
homo  State  of  our  next  Conumssioner  of  Education,  Utali,  has 
docUnecl  72  percent. 

Oo'nfideiwe  mnsis 

This  pro«;ra!n  is  suffering  a  great  crisis  in  confidence  i!i  the  com- 
mercial lending  community.  The  confidence  must  be  restored  if  stiw 
dents  are  to  have  continued  access  to  loans.  Wo  believe  that  only  the 
State  agencies  have  close  enough  proximity  to  lenders  and  sulHcient  re- 
sources to  attempt  such  a  task,  Also^  the  State  agencies  have  the 
advantage  of  being,  for  the  most  part,  hold  blameless  for  the  problems 
of  the  lust  couple  of  yeai  s,  Avhich  lenders  generally  feel  to  be  the  fault 
of  the  Federal  Government. 

Furthermore,  it  must  not  be  foi'gotten  that  States  have  appi*opriated 
approximately  $375  million^in  grant  aid  for  their  students  this  year. 
If  State  and  Federal  dollars  are  ever  to  be  efficiently  coordiiuited*,  and 
if  we  a!»e  ever  going  to  relieve  the  student  of  multiple  application 
forms  and  processes  which  are  now  )»equired  by  State  and  Federal  aid 
programs,  logic  would  dictate  that  the  responsibility  for  processing 
the  paperwork  should  rest  w*ith  the  States. 

Lvgidafion  needed 

Mr.  Clmlrnuiiu  the  mitional  council  feels  that  its  meniher  States- 
are  providing  w*orthwhile  and  necessary  assistance  to  their  students. 
However,  we  do  feel  that  it  is  not  in  the  best  interest  of  all  States  or 
of  any  one  State  for  the  present  double  standard  of  Federal  invest- 
ment in  this  profrrath  to  continue.  State  progratns  have  fallen  iii  the 
j)ast  and  nuu'e  will  fall  in  the  future  as  Ave  petition  our  State  leaders 
foi*  money  to  pay  for  default  losses  and  administrative  costs  Avhieh  a 
neighboring  State  is  getting  for  free*  We  ask  you  to  consider  our  prob- 
lems and  to  entertain  legislative  amendments  which  would  equali*/e  the 
Federal  Investment  in  guaranteed  student  loans  withhi  all  50  States 
at  whatever  level  of  investment  this  body  would  feel  best  serves  public 
policy. 

Mi%  Chairman,  thank  you  for  this  opportunity  to  present  the  coun* 
cirs  views  aiul  concerns.  We  would  be  nappy  to  answer  questions  con* 
cerning  this  statement  or  any  of  the  reconnnendations  attached  to  it* 

[Addendum  to  Mr.  Fvan*s  statement  follows :  j 

St'MMAHt  Oh'  I'OKtrtONS  IJY  XCMKLP,  OH  CUANOKS  TO  TlTtia  IV,  Paut  B  Ot^  Tlte 

Itioiibiu  KiutOAttoN  Act  0^*  loun,  A3  Ambnokd  ( Student  ix>an  OuAUANtv 

JjKOtSLATlON) 

la  ifs  (juoMt  to  have  the  f(»(leful  lawsi  revised  towai'd  the  num  fc»ft.MU)l«  ot)ei'a* 
tion  i)t  stu(h»nt  h»aa  progrntns  throitijhoufe  the  United  Statea,  the  NCllMtit'  hua 
takoa  the  fdUowInK  i»nsitlon«: 

1,  (Hie  of  the  oi'iji^inul  parijrw.s  nf  Hie  Ml«hei*  tlducation  Adt  of  IWJS  was  to 
eacoUfaKc  the  eslahHshttu»tit  of  wtate  o\*  private,  tjoti-proilt  waawmty  a«ead<»H.  In 
llMloi  CiHiKrcss  appropriated  federal  "soed"  nionoy  to  encoitrai,'e  .states  to  create 
thoir  own  aitcnrh's  tor  adtnltdsterlnK  the  studont  loan  Insurance  projpcruni.  In 
HHW.  CotiKress  made  a  further  attempt  to  fuUlll  this  orliJlnal  pui*|)ose  hy  HUhsUtut* 
ln«  '•reltism'unce*'  f(»r  seed  money.  Kelasin^ance  relinbtn^ses  the  state  agenclos  for 
u  portion  of  tlu»lr  lossos  on  defaulted  accounted  and  serves  as  a  tneans  for  state 
agencies  to  vwt  tlieir  tossoss  tnidor  t)te  loiut  itisuranoe  program.  Uelnsuranco, 
then,  Is  an  incentive  for  states  U)  estal)llsh  tlieir  own  loan  insurance  aiioitcles  as 
intended  in  tlu»  orlKiiutl  Aet,  However,  tlu^  incentive  reinsuranee  provhies  Is 
counteraete<l  l)y  the  l'Vd(»rally  hisured  Student  lioan  t*i*ograni,  IMds  federally 
lnsur(»d  proKratu  provides  student  borrowers  witli  tlie  same  l)enelits  as  a  state 
lU'oBrani  atul  at  no  cost  to  tlie  states.  If  today  It  remains  tlie  intentiou  of  Congress 
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to  provklo  lucontlvo  for  states  to  cmito  thoir  own  loan  Itisnvuuco  agenc'}os»  our- 
rent  ftHleml  linv  yhould  be  uiuended  exi)e(lltio\isty  to  fulllll  Oougiwsloual  jutout, 
'riiei'e  would  be  two  uUeniiitives  to  clioose  from  in  order  to  aeeonii)liHli  soeh  a 
goal— terminate  the  Federally  lusurert  Stodeut  Loan  Program  or  amend  the  legls* 
latiou  to  uehleve  greater  equity  of  federal  lavestaunit  in  all  states,  regardless  of 
who  acts  as  las\irer/guara»tor. 

2.  To  further  discourage  the  ase  of  the  federally  Itisnred  prograu),  fe<leral  \\\^ 
vestment  variables  ander  relasaranee  should  Ih»  the  saaje  for  all  50  states.  This 
would  provide  a  flrai  fowadatloii  on  which  a  state  amy  ehooso  to  build  and  would 
further  Insure  that  a  state  will  aot  reali'/e  any  liaaneial  gain  by  **golng  federal/* 
For  iastunee,  **fe(lenir'  states  current  benefit  l»y  having  100%  of  nil  defaulted 
prlndpal  and  Interest  IhiblUty  insured  by  the  federal  i)rognun  while  state  agen- 
eieH*  default  principal  liability  (the  federal  g4>verument  has  no  liability  for 
interest  under  reinsurance)  is  relnsure<l  at  80%  by  the  federal  government.  The 
federal  statute  was  changed  In  1072  to  Insure  interest  in  the  federal  program,  but 
such  an  anuauhnent  was  not  Included  to  reinsure  interest  in  the  non*federal 
states.  Such  insurance  of  interest  is  necessary  in  order  to  tnake  tlie  loan  paper 
readily  iuarketal)le  under  BAIJJM  MAK.  State*aihninist(»red  programs  in  states 
that  do  iiot  Insure  Interest  are  further  jeopardised  since  they  imust  assure  nujre 
default  liability  or  inipienient  the  fe<lerai  program  to  escape  the  additional 
expenses.  In  states  that  curreatly  lasure  interest,  the  anniunt  of  default  elalais 
would  be  sidistantiully  iatfreased  if  Congress  shouhl  a<lopt  future  legislation  that 
would  re(|Uire  tlu»  deferral  of  Interest  on  aon*subsidi'/ed  loans  durlitg  tlte  bor<* 
rower*s  ln*scliool  period.  Oongr<»ss  Is  urged  to  inunedlately  amend  the  ctu*reut  re<l- 
eral  hiw  to  provide  that  the  mtio  of  fe<leral  liability  for  payment  of  both.iiriU'* 
cUail  and  Interest  on  defaulted  student  loans  be  eqiml  In  all  states  regardless  of 
,  whether  such  loans  are  Insured  by  the  federal  governaient  or  by  a  state  or  private 
guarantor*  N'CHIOliP  recotutneads  that  this  ratio  of  federal  liability  be  established 
at  no  less  than  80%  of  botii  princi})al  ami  accrued  Interest  on  defaulted  sttulent 
hams. 

8,  1)1  addition  to  80%  on  defaulted  loans  as  stated  above,  we  urge  legislative 
changes  to  provide  federal  liability  to  pay  both  princliial  and  accrue<l  Interest  on 
claims  for  <leath»  disability,  or  bankruptcy  of  a  borrower  at  the  rate  of  100%. 

4,  Another  troubleson)e  area  Tor  state  agencies  utnler  reinsurance  is  the  federal 
iiahility  for  collection  costs  in  the  purstUt  of  defaidted  chiinis.  The  current 
reinsurance  ratio  of  federal/gtuiranty  agency  liability  for  paynietit  of  defaulted 
priticipal  amounts  (80%/a0%)  does  not  extend  In  an  equal  ratio  toward  the 
expetises  Incurred  by  the  state  agency  In  its  attemi)t  to  collect  a  defaulted  loati. 
The  state  agency  carreatly  assumes  100%  of  the  collection  expenses  which  often 
exceeds  the  20%  of  collected  paynu'Uts  which  the  ageacy  is  permitted  to  retain. 
When  you  consider  that  the  alternative  federal  pr(»graiu  ussutnes  100%  of  these 
collection  expenses,  one  could  form  the  opinion  that  tne  federal  governmetit  is  not 
assuming  80%  of  a  state's  liability  thru  reinsurance  but  that  the  state  Is  assuming 
20%  of  the  federal  governmentVliability  and  paying  a  heavy  adialntstratlve  price 
to  do  so.  Huch  collection  expenses  ai'e  tH)t  likely  to  ever  be  borne  by  the  federal 
gf)V(»rninent  under  existing  regulations.  Therefore.  N(*lIKlil»  strongly  •recoinniendR 
that  Oougress  amend  existing  legislation  to  eqiialii^e  the  federal  government  and 
state  agency  responsibility  for  paynuuit  of  collection  costs  tor  defaulted  loans 
with  the  federal  governaient  paying  80%  of  such  costs.  We  fui'ther  recomnu*n<l 
that  such  a  provision  lie  nmde  retroactive  to  the  original  date  of  the  federal 
reinsurance  law. 

3.  NCIllDlit*  wishes  to  express  a  wilUngiu'ss  for  guaranty  agencies  to  carry 
an  equitable  share  of  the  iitmuelal  burden  of  the  stinlent  loan  prograai.  It  is  the 
proper  respfmslbillty  of  guaranty  ageiu'les  to  provide  for  aduUnlstratlon  of  the 
student  loan  program;  to  heal*  full  responsibility  for  payment  of  all  day^oMlay 
a<lmialstratlve  costs  j  to  pay  up  to  20%  of  losses  of  i)riindpal  and  Interest  in- 
curred on  defaidted  student  loans,  exceptltig  claims  for  tlie  borrower's  death, 
dlMabltlty.  or  bankruptcy  i  to  aiigressively  soek  to  effect  collection  of  all  defaulted 
loans  atul  to  pay  a  portion  (up  to  20%)  of  costs  incurred  in  collecting  or  attempt- 
ing to  collect  defaulted  loans  whehter  or  not  recov<»ry  is  obtained  on  such  loans. 
N(*llMlil*  further  seeks  to  retain  the  fc^leml  law  which  perniits  guaranty  agen* 
cies  to  charge  atnl  collect  a  one^mtf  pet'cent  per  atniuni  insttrance  premium 
cfmrgo  on  student  loans  and  to  use  stich  incouie  to  partlally.defray  adndnistrattve 
coMts.  losses,  and  that  portion  of  the  agencies  collecrlou  expenses  referred  to 
above.  This  provision  of  the  taw  should  hot  bt»  changed  in  any  \Vi>y  that  wou!d 
affect  the  use  of  the  insurance  premiums  by  the  guaranty  agencies.  Any  feach 
proposed  changes  should  be  aggfessively  opposed. 


187 

0.  Bach  your  the  sfiuieiit  juau  la^'^mun  oxpoi'lonoivs  a  luavUod  decline  In  the 
piirtlcipatlnn  of  thlrd-iuirty  lenders  (any  lender  other  than  the  Hchoot)  which 
Is  more  noticeable  in  cei^talu  areas  of  the  nation  than  in  otliers.  The  basle  faetor 
here  Is  tlint  lenders  And  the  stndent  loan  program  economically  unattractive 
when  compared  to  larger  and  taster  returns  on  (Jther  types  of  commerelal  loans, 
In  addition,  lenders  are  being  •*lunied  off"  l)ecause  of  ever-uhanglng  regulations 
and  ac(»ompanylag  administrative  problems,  The  ever-present  "bad**  attitude  of 
borrowers  toward  repaynieut.  of  "guaranteed**  loans  and  resulting  strain  oil  ous- 
tonu»r  relath)nships  affect  the  lender's  willingness  to  participate.  Conversely, 
thiVCcnmcll  has  very  serious  concern  al)out  the  wlsdon),  long-term  effect  on  the 
number  of  defaulted  loans,  and  the  apparent  coullicts  of  Interes-t  wldch  appear 
to  result  from  permitting  educutional  ipstltutlous  to  act  as  leaders  in  tlie  student 
loan  pr«)granrfor  the  purpose  of  nmlciag  such  loans  to  their  own  students.  Due 
diligence  begins  with  the  hrst  contact  with  the  borrower.  It  is  uureulistic  to 
assume  titat  a  person  responsible  for  recruiting  stU(ients  could  at  tlie  same  time 
impress  on  tho  borrower  the  seriousness  of  the  loan  obligation  lie  is  underiakiug, 
ospeeialiy  wiien  stressing:  this  imlnt  could  result  in  the  loss  of  the  "sale."  The 
rosponsibillty  I'or  crciUr  juiil  sa.le.^|.  should  not  be  placed  in  the  same  hands.  The 
Council  urges  Congress  to  study  these  iuatiers  in  deptli  and  to  seek  and  implement 
ways  to  nuike  participation  in  tlie  student  loan  program  more  attractive  to  third* 
party  lenders.  Further,  NCIIIOLl*  asks  that  Congress  give  very  .serious  considera- 
tion to  restricting  or  elimlnutlng  the  eligibility  of  schools  to  participate  as  lenders 
in  this  loan  program, 

7.  To  further  enhance  participation  of  tliird»i)arty  lenders  in  the  progi'am,  tlie 
Council  encourages  the  continuation  of  the  Emergency  Insured  Student  l^oan 
Act  of  IJiOU,  as  amended.  pii^y.Wiog  for  t>ayment  of  specia',  allowance  to  lenders. 
NdlEU*  further  urges  CongruKs  to  seek  tiie  'idvice  of  lenders  to  deterndne 
if  the  maximum  special  nllowance  rate  currently  specilied  in  federal  law' should 
bo  increased  and/or  other  aiJpropriate  actions  taken  by  Congress  to  encourage 
third-party  lender  purtielpation. 

8.  There  are  a  few  restrictions  placed  on  lenders  in  the  writing  of  promissory 
instalhnent  notes  whu!t^<»i£  eiiadnated*  cotdd  assist  in  the  reduction  of  defaults. 
Tho  **nlne*month**  rule  prohibits  if  IWuli»v^rom  having  a  borrower  execute  a  re* 
payment  note  whose  due  date  of  the  tirst  payment  is  earlier  than  nine  nH)ntlis 
from  the  date  the  student  left  sdiool.  lijxperlenced  collectors  indicate  that  tiie 
iirst  payment  is  tlie  critical  one  in  the  collection  process.  Anything  which  inltibits 
the  collecth)U  of  that  piiynient  could  cause  the  entire  accotmt  to  default.  Even 
though  a  borrower  is  perndtted  to  **pre*pay**  on  the  account  at  any  time  during 
the  nine^month  grace  period,  such  payments  are  not  encom*aged  by  lenders  because 
of  restUtitig  bookkeeidug  i)roblems.  Discouraging  the  paynuMit  of  any  nuaiey  is  a 
bad  credit  principal.  Customer  relations  can  become  strained  whep  u  stiulent 
wants  the  repayment  note  and  schedule  rlglit  away  in  order  to  begin  repay aient 
prior  to  the  end  of  the  nine«month  grace  period.  Students  a  re. of  ten  times  angered 
at  the  ineredulous  fact  that  the  lender,  by  UiWi  nuiy  not  coi'nply  with  the  borrow- 
er's request  to  begin  repayment  at  that  time.  In  addition,  the  nnijority  of  students 
gradmite  or  otlierwise  terndnate  their  education  in  May  or  June.  The  indexible 
ntne-numth  grace  period  causei^  the  bulk  of  the  tender  s  yearly  collection  work  to 
como  due  lii  a  one^  or  two«munth  period.  This  overloads  the  lender  and  greatly 
cuts  down  Ids  elilcioncy  than  would  be  i)ossible  had  the  work  l)een  more  evenly 
distributed  throughout  the  year.  Therefore^  Congress  should  amend  current  legls* 
lath)n  to  allow  the  borrower  and  lender  to  mutually  agree,  at  a  time  subsequent 
to  the  (sorrower's  termination  of  his  education,  that  the  student  will  begin 
repayment  of  his  loan  obligation  on  a  date  not  later  timn  idne  months  nor  more 
than  12  nu)t)ths  followhig  his  date  of  terndtmtlon  of  his  education.  NCHlCLl^  also 
recommends  that  such  authority  be  iuade  ai)plicable  to  all  outstanding  guaranteed 
student  loans  heretofore  outdo  under  the  student  loan  program. 

i).  Another  restriction  i)laced  on  lenders  when  writing  prondssory  instalhnent 
notes  is  the  "llvcyear  rule/*  *This  rule  prohibits  the  lender  from  Imving  a  bor- 
rower execute  a  fepaynient  note  wdiose  scheduh*  of  payments  'is  less  than  (M) 
months  <utdess  the  debt  is  tinder  .$1,800).  Again^  this  caitses  ba<t  liorrower/lehder 
relations  wlien  the  borrower  wants  to  rei»ay  the  loatis  more  rapidly  and  wants 
the  note  and  tutyment  schedule  to  redect  the  acttmt  payments.  ^'Pre^isaylng**  by 
borrowers  hi  sucli  cases  causes  bookkeeping  {iroblems  for  lenders.  In  cases  where 
the  borrower  is  making  larger  monthly  payments  than  retiuiredi  the  borrower 
eoidd  lose  contact  with  the  hinder  after  a  few  payments  but  the  account  W(add 
not  he  i)icked  up  as  delinquent  because  the  record  Mays  the  borrower,  is  laiid 
ahead*  Loss  of  regular  contact  between  borrower  and  hqider  is  an  undesirable 
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(U'eiUt  situation  at  any  point  rtuvlug  ropayment,  The  borrower  who  In  al)le  to  and 
wants  to  repay  sooner  but  settles  for  the  tlve-year  schedule  ends  up  paying  more 
In  interest  than  he  would  on  a  shorter  repayment  schedule.  For  the  above  reasons, 
the  Council  urges  Congress  to  make  legislative  changes  to  permit  the  borrower 
and  lender  to  mutually  agree  to  a  repayment  schedule  of  less  than  Ave  years. 
For  the  borrower's  protection,  It  should  be  Indicated  that  this  agreement  must 
be  In  wrltlng'aiul  must  occur  after  the  borrower  aiUshes  school,  and  not  at  the 
time  he  makes  application  for  a  loan.  Further,  a  lender  should  be  prohibited  from 
llllng  a  default  claim  on  such  a  note  until  he  demonstrates  that  he  has  sent  In 
writing  to  the  borrower  an  offer  to  rellimnce  the  note  to  an  alternative  repay- 
ment schedule  having  payments  not  greater  than  would  have  been  the  payments 
had  the  original  ^*total  of  payments"  been  llimiiced  over  (JO  months.  t^Hirther,  a 
default  claim  cannot  be  filed  on  such  a  loan  until  the  borrower  has  rejected  In 
writing  such  an  offer  or  has  not  responded  to  the  offer  for  a  period  Of  30  days. 

10.  Bankruptcy  Is  Increasingly  :belng  used  by  studeiit  borrowers  as  an  alterim* 
tlve  to  repayment  of  the  loan  obligation.  Credit  restrictions  on  recent  bankrupts 
are  not  Insurmountable  since  some  creditors  will  show  preferential  treatment  to 
recent  bankrupts  because  of  the  knowledge  that  the  pr()si)ectlve  borrower  can't 
rtle  for  bankruptcy  again  for  several  years,  Atany  guarantors  believe  that  most 
student  loan  bankruptcies  are  truly  uiuiecessary,  and  some  appear  to  l)e  a  pre- 
meditated *'easy  out*'  for  the  borrower  to  relieve  himself  of  this  financial  obliga- 
tion. Since  more  than  })0%  of  all  student  loan  bankruptcies  occur  within  five  years 
after  the  borrower  leaves  sclnml,  a  five-year  "moratorium'*  on  student  loan  dis- 
chargeability would  be  most  helpful.  The  ''premeditated'*  bankrupt  would  be  re- 
luctant to  llle  after  the  five-year  period  because  a  certain  amount  of  assets  would 
have  been  accuinuhited  by  that  time.  Congress  should  amend  the  mitloiml  bank- 
rui)tcy  laws  In  such  a  nmimer  as  to  provide  for  the  non-dlschargeabillty  of  guar- 
anteed student  loans  in  bankruptcy  durlnrthe  in-sohool  period  and  during  nn 
additional  mlnlnunn  period  of  five  years  following  the  beglnifing  of  the  rejmy- 
ment  period.  Proposed  leglslatloJi  adds  a  hardship  clause  which  should  be  deleted. . 

11»  Locating  missing  borrowers  is  virtually  one  of  the  most  exiH»nslve  collection 
functions  of  the  guaranty  agencies.  Collection  can  usually  be  effected  from  bor- 
rowers sooner  oi*  later  once  they  are  located*  The  critical  and  time-consuming 
problem  ii^  merely  fliuling  them.  The  Council  Is  not  insensitive  tf>the  indlvkluars 
right  to  privacy  and  confidentiality  of  data.  However*  the  avenues  of  imrsult 
which  guaranty  agencies  must  now  follow  (contact  with  friends,  neighbors,  rela- 
tives, and  business  associates)  might  be  labelled  as  a  far  greater  violation  of  the 
borrower's  right  to  privacy  than  the  mere  revehitlon  of  a  current  address.  The 
Social  Security  Administration  (S.S.A.)  has  current  data  on  its  records.  It  is  a 
logical  source  since  it  is  a  branch  of  HKW,  the  department  responsible  for  the 
student  loati  program.  It  seems  grossly  inelflelent  for  the  Commissioner  of  Educa- 
thai  to  siiend  huge  sums  of  money  to  locate  borrowers  who  owe  HKW  money  If  the 
Commissioner  of  Social  Security  knows  where  they  can  be  located*  Another 
afternatlve  to  S.S.A.  providing  current  infornmtlon  on  hte  missing  borrowers 
could  be  for  the  S.S.A.  to  undertake  the  mailing  of  deHnquency  notices  to  the  last 
kin)wn  address  of  the  borrower.  This  would  insure  that  the  S.S.A.  would  not 
divulge  ^'confidential**  Information  but  would  prove  to  be  a  less  effective  alteram- 
tlve  because  It  precludes  any  teleirfione  follow  up  to  the  letter  which  Is  often  neces* 
sary.  However,  some  mtsshig  borrowers  Would  be  motivated  to  Oontai't  the  guaran* 
tors  and,  therefore,  would  be  of  some  help.  Tlie  Council  recommends  that  Cpn^ 
gress  be  Informed  that  an  S.S.A.  locator  service  be  established  for  furnishing 
locator  Information  on  missing  borrowers  upon  request  by  guaranty  agencies 
and  that  this  service  would  substantially  assist  the  agencies  In  the  collection  of 
nnd  prevention  of  defaulted  student  loans.  ,  ...  . 

VI  One  of  the  major  problems  lenders  eiicounter  In  the  administration  of  the 
student  loan  program  Is  the  complex  accounting  required  to  enable  them  to  bill 
the  OlHoe  of  ICducatlon  for  special  allowance.  Congress  should  amend  current 
legislation  to  extend  eligibility  for  special  allowance  to  the  then  current  balances 
of  all  loans  nmde  under  Title  IV,  Part  «,  of  the  Higher  Kducatlon  Act  of  llMJB, 
as  amended.  This  would  help  eliinlimte  the  ti^ublesome  loan  categories  which 
inhibit  loiin  consolidation  In  the  repayment  mloA  and  it  would  not  add  slgnlfi* 
cantly  to  the  at>pvoprlatlon  reqttlred  because  the  current  balances  of  hmtis  dls- 
bursed  prior  to  August,  1001),  represent  a  snmll  percentage  of  total  loans  outstnnd- 

Atiother  accounting  problem  exists  when  Interest  subsidy  Is  t>»l(1  during 
the  student*s  rei>ayment  period.  Congress  should  amend  legislation  to  iH»rmlt  lend- 
ers, at  their  option,  to  bill  the  federal  goveriunent  on  a  lumi>^sum  basis  (and 
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lierhAps  at  a  diHcount)  foi*  tito  3  percent  interest  subsidy  during  tlie  repayment 
perioa  on  eligible  loans  disbursed  prior  to  December  10, 1008,  These  billings  would 
bo  atiljttiitted  at  the  time  a  loan  enters  repayment  (or  at  any  time  during  the  re- 
payment  period)  and  would  not  be  subject  to  refund  or  supplemental  billing  if 
the  repayment  period  is  subsequently  e,stended  or  if  the  loan  is  prepaid.  TlUs 
amendment  along  with  the  8i)ecial.  allowance  amendment  would  permit  lenders 
to  consolidiite  all  loans  outstanding  during  the  p  pnymont  period  whioh  would 
eliminate  the  need  to  break  oiit  individual  balances  where  the  lender  bills  the 
government. 

CONCLUSION 

The  National  Council  seriously  believes  that  the  implementation  of  the  recom- 
mendations outlined  in  this  Addendum  will  strenthen  the  student  loan  program 
and  greatly  Increase  lender  participation  in  it. 

Mr.  O'Hara.  Thank  you  very  much,  Mr.  Evans. 

There  have  been,  of  course,  a  number  of  sugjgestions  made  with 
respect  to  changes  in  the  program,  and  I  would  Tike  to  get  your  com- 
ments on  some  of  them. 

One  suggestion  has  been  that  we  get  rid  of  the  interest  subsidy ;  an*  ' 
other  that  we  require  interest  payments  to  be  paid  while  the  borrower 
is  in  school,  have  them  begin  practically  immediately,  since  the  bor- 
rower gets  the  immediate  impression  then  that  he  has  something  here 
that  is  really  a  loan  that  has  to. bo  paid  back,  and  also  to  prevent  the 
lender  discovering  a  deadbeat  after  he  has  given  him  the  first  loan,  in- 
stead of  after  giving  him  the  third  or  fourth  loan. 

I  would  like  to  hear  your  Comments  on  those  suggestions. 

Mr.  Evans.  It  is  our  position  that  interest  subsidy  continue.  Our 
basic  reason  for  this  is  that  it  is  a  progi-am  where  the  middle-income 
family  in  the  past,  in  the  early  years,  had  benefited*  This  has  been  re- 
stored to  some  extent  with  the  recent  legislative  changes.  We  feel  that 
if  this  interest  subsidy  is  removed,  and  if  commercial  lendei-s  would 
stay  in  the  program,  this  will  not  continue. 

Ijenders  cannot,  with  current  market  conditions}  put  up  with  the 
quarterly  billing  or  monthly  billing  to  students,  I  think  was  suggested, 
in  some  cases,  on  the^e  loans.  They  can't  put  up  with  the  administra* 
tive  work.  .     ■       .  ■.' 

Another  large  problem  involved  is  when  the  student  does  not  make 
that  quarterly  or  monthly  payment  and  he  is  then  neglected  in  any  fu- 
ture loans,  which  would  prohibit  him  from  continuing  his  education. 
Some  of  the  other  members  may  wish  to  answer* 

Mrs.  Wknnbiu)Ahl.  Mr.  Chairman,  I  understand  and  wholly  sym- 
pathise with  the  ^oal  which  would  be  served  by  having  payments 
begin  early  in  the  life  of  the  loan,  thus  helping  kee)>  the  student  aware 
of  the  nature  of  the  loan  Rud  the  lender  in  touch  with  the  student. 

I  don't  think  any  program  administrator  hei'e  underestimates  the 
value  of  some  type  of  program  whereby  the  student  status  is  monitored 
at  given  intervals.  However,  I  would  suggest  this  could  be  handled 
differently  administratively  by  the  program  operators.  Monetarily, 
the  problem  you  run  into  in  the  student  paying  interest  is  that  the 
student  who  borrows  a  $2,600  loan  in  2  consecutive  years  has  a  monthly 
payment  of  up  to  $30  a  month  already  while  in  school,  and  this  indeed 
IS  going  to  kad  to  a  considerable  amount  of  hardship.  If  a  student 
had  $80  a  month,  in  many  cases  he  wouldn't  be  borrowing  in  the  first 
place. 

Also,  as  Jay  mentioned,  the  administrative  cost  to  the  lender  has  to 
be  considered.  Our  testimony  stated  that  money  costs  money  and  ad* 
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ministvativfi  sei'vico  costs  money,  and  that  projiosal  would  increase  the 
administrative  work  and  therefoi'e  tlio  administrative  cost.  There- 
fore, we  would  liave  to  increase  the  return  tliat  the  lender  will  liavc 
to  get  on  that  money  to  obmpensate  for  tliat  extra  work,  imless  it 
was  very  heavily  subsidized,  the  interest  rate  to  the  student  would 
have  to  be  even  raised  above  7  percent  to  cover  this  cost.  , 

I  think  it  is  a  case  of  the  administrative  cost  chasing  the  interest 
rate  up,  and  tlie  intei-est  ;'ate  chasing  the  student's  cost  up.  That  is  an 
escalation  process  we  doii't  need  to  get  into.  We  can  keep  track  of  the 
student  in  another  way.    ,      .^^     ■  , 

Mr.  Nester.  Mr.  Chairman,  I  would  like  to  relate,  if  I  may,  tje  ex- 
porience  of  New  Jersey  which  had  a  loan  pro|;ram  prior  to  the  Higher 
Education  Act  of  1965.  In  fact,  it  is  very  similar  to  the  one  now  in 
existence,  excei)t  that  prior  to  1965,  the  students  of  New  Jersey  had  to 
pay  their  own  interest  on  student  loans. 

About  the  time  the  Federal  act  was  passed,  the  lenders  were  having 
such  difficulty  in  getting  students  to  keep  abreast  of  payments  and  the 
records  were'in  such  a  mess  that  the  lenders  were  dropping  out  of  this 
piogram  like  flies.  It  was  supposed  to  be  gootl  public  relations  for 
tliem,  and  they  were  having  difficulty  with  the  sons  and  daughters 
of  some  of  their  best  customers.  Constantly  cases  were  being  brought  to 
tliem  by  examiners  because  there  were  failures  to  pay  interest  on  the 
notes.  ,         ,  ,  , 

To  cite  specifically  what  happened,  while  lenders  were  dropping 
out  in  1965  between  the  advent  of  the  first  loan  in  New  Jersey  in 
1960  and  the  implementation  of  the  Higher  Education  Act  of  1965, 
let's  say  approximately  June  of  1966,  about  $14  million  worth  of  loans 
were  made  to  all  students  under  the  program.  Then  along  came  the 
interest-subsidy  provision,  and  in  that  fii-st  year  alone,  1966-67,  $16 
million  worth  of  loans  Were  made  in  the  State  of  New  Jersey  pri- 
marily because  the  interest  was  subsidised  on  student  loans.  From 
that  point  forward  things  really  took  off,  and  lenders  opened  their 
doors,  and  we  were  able  to  recoup  the  losses  of  those  who  dropped 
out,  and  they  came  back  into  the  program,  and  in  fact  sold  their 
neighbors  on  it. 

Mr.  O'Hara.  It  has  been  suggested  to  the  subcommittee  that  high 
default  rates  are  associated  with  a  minm  institution,  or  students  of 
a  certain  institution,  and  it  has  heen  sugjgested  to  us  that  we  might  try 
to  keep  track  of  defaults  institution  by  institution,  or  delinquencies  of 
whatever  nature,  and  when  it  reaches  a  ceiiiain  jioint,  let's  say  that 
that  is  an  in(>,ligible  institution  then,  and  federally  insured  loans  would 
be  no  longer  made  to  students  for  the  purpose  of  paying  educational 
expenses  at  those  particular  institutions.  Would  you  have  any  com- 
ments on  that? 

Mr.  Evans.  Personally  1  would  not  like  to  see  it  related  only  to  that. 
I  think  the  placing  of  a  school  on  the  eligibility  list  should  require 
measures  that  they  must  live  up  to.  In  Pennsylvania,  we  are  cur- 
rently having  problems  with  proprietary  schools,  a  few  of  them, 
who  are  spoiling  it  for  the  rest,  where  they  are  carrying  applications 
with  them  and  recruiting  students  and  going  to  the  lenders'  windows 
and  picking  up  the  check  to  the  student  wnich  is  fully  payable  and 
taking  the  fee  directly  over  the  countei'. 
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We  have  suspended  schools,  and  we  have  sent  out  people  to  review 
these  schools.  Let  me  stress  that  we  feel  that  State  agencies  can  do  this 
particular  type  of  work  quite  well,  because  they  are  more  closely 
associated  with  these  types  of  schools.  But  I  personally  feel  that  just 
removing  a  school  and  jeopardizing  the  other  students  at  the  school 
would  hinder  the  students  and  the  program. 

There  might  be,  as  I  said,  other  criteria  established  before  this 
school  is  placed  on  the  eligibilit;^  list. 

Mrs.  Wennekdahl.  Mr.  Chairman,  I  also  have  problems  ^vith  pen- 
alizing new  students  and  denying  them  eligibility  because  some  of 
their  classmates  did  not  repay  the  Joans.  "Wnen  we  have  studied  the 
default  problem  in  our  schools,  certain  things  that  occur  that,  first, 
would  cause  you  to  believe  that  it  is  a  type  of  school  where  the  default 
rate  runs  higher.  Closer  investigation  would  tend  to  show  you  that  it 
is  a  behavior  pattern  of  a  school  and  their  practices  where  the  default 
rate  runs  high. 

i  would  Tike  to  submit  that  a  lot  of  the  problems  go  back  to  the 
cascj  as  a  previous  witness  of  last  week  said,  where  the  school  is  in- 
volved in  the  lending  process,  whether  it  is  the  lender  or  mei'ely  in- 
volved in  the  lending  process.  ,  The  experience  in  my  State  has  not 
been  with  schools  acting  as  lenders  per  se,  but  we  have  had  a  con- 
siderable amount  of  espericnce  with  school's  that  have  originated 
the  paper  on  behalf  of  the  lending  institution  and,  as  far  as  the 
student's  perception  is  concerned,  it  is  a  school-arranged  loan.  In 
oases  such  as  that,  within  that  type  of  school,  the  default  rate  is  high. 
Where  schools  are  not  involved  in  tlie  lending  process  and  the 
student  has  a  relationship  with  a  commercial  lending  institution  and 
a  complete  separation  of  the  credit  process  and  the  educational  process, 
we  do  not  run  into  confusion  in  his  understanding  of  that  loan. 

Mr.  O'Hara.  Mr.  Dellenback,  any  questions  ? 

Mr.  DeLiiBKBACK.  Thank  you,  Mr.  Chairman. 

I  think  you  have  raised  a  very  provocative  question,  and  I  find  it 
very  helpful. 

1  would  like,  if  I  may,  to  be  sure  I  undei-stand  in  summary  form 
what  you  are  saying.  I  would  like  to<  look  at  the  questions  you  raise 
and  have  them  in  simple  form.  You  say  in  the  first  question:  access 
is  the  critical  problem  right  now.  We  certainly  agree  with  you  on  that. 

Do  you  have  a  simple  statement  you  could  make  as  to  who  should 

IlltVB  ftCCGSS  ? 

Mr.  Evans.  Well,  it  is  our  feeling  that  the  original  intent  of  the 
legislation  was  that  the  middle-income  family  should  have  access  to 
this  program,  not  eliminating  the  low-income  students. 

Mr.  DmiiNBACK.  Simply,  you  are  saying  the  thrust  of  this  pro- 
gram should  be  to  make  funds  available  to  the  middle-income  famiFies? 

Mr.  Evans.  I  think  this  is  definitely  one  of  our  major  points. 

Mr.  Dm»N»ACK.  When  you  talk  about  the  restoration  of  that  kind 
of  access,  do  you  feel  that  one  of  the  principal  things  we  need  to  dd 
is  to  compensate  lenders  adequately  for  their  expense? 

Mr.  EvAMS.  Definitely. 

Mr.  DetitfiNUACK.  So  those  two  principal  points  come  out  of  the 
thrust  of  who  should  have  access  ? 
Mr.  Evans.  Kight. 
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Mv.  Dell^nuack.  Wliou  wo  get  to  tlie  question  of  who  sliould  bear 
pvogram  costs,  I  am  not  qnlte  snve  I  nndorstand  your  answer.  If  wo 
look  beyond  the  question  of  uost  shifting—wliich  I  think  is  sound— 
and  look  at  the  policy  questioiis  and  the  tact  that  yon  can  confuse  the 
question  of  who  can  most  ell'ectivoly  perform  task,  and  who  should  pay 
for  those  services,  what  is  your  reconnnondation  to  us  as  to  who  should 
bear  program  costs?    , 

Mr.  Evans.  We  feel  that  the  commercial  lendmg  community  should 
make  the  loans,  , 

Mr.  DeWjBNback.  I  am  not  talkmg  about  who  should  do  the  lendmg. 
That  is  the  fourth  question.  I  am  talking  about  who  should  bear  the 
costs,  your  second  question. 

Mr.  Evans.  Actui^lly,  >vhat  we  are  saying  is  that  it  should  be  the 
Federal  Government  who  should  bear  the  costs  for  the  interest  on 
eligible  loans. 

Mr.  BELiiENBACK,  A'our  answer  to  the  question  of  who  should  bear 
the  arl  inistvative  program  costs  is  that,  in  one  way  or  another,  these 
costs  lould  be boine by  the  Federal  Government?  - 

Ml .  Evans.  Yes. 

Mr.  DELiiBNUAOK.  However  we  structure  it  and  however  we  set  up. 
who  does  the  lending  itself,  the  answer  to  the  second  question  is  the 
program  costs  sliouldTie  borne  by  the  Federal  Government  ? 

Mr.  Evans.  Yes.  .  , .   .      , .      ^  . 

Mr.  Dbllenbaok.  OK.  Focusing  on  your  third  question  6f  who 
should  provide  the  capital;  again,  I  want  to  be  sure  I  get  the  essential 
thrust  of  what  you  recommend  to  us.  Your  answer  is  that  the  capital 
basically  should  come  from  the  private  lending  community? 

Mr.  Evans.  Yes,  sir,  that  is  Correct; 

Mr.  Dbllbnback.  However  we  mechanize  it  and  however  w©  work 
it  out,  your  point  is  the  thrust  of  this  proj^ram  should  pull  capital  es- 
sential(v  from  the  private  lending  community?  ,       ,     ,  ,  ,  . 

Mr.  Evans.  We  feel  that  with  their  expertise  and  with  their  having 
previous  lending  experience  with  other  lending  functions^'  ft  third 
party  lender  is  definitely  where  this  activity  should  originate. 

Mr.  BBLtBNBACKi  Looking  at  the  fourth  question,  who  should  lend 
tlie  money,  I  gather  essentially  that  the  thrust  of  what  you  are  say- 
ing  is  that  the  lending  function  could  best  be  |)erformed  by  the  com- 
mercial lending  community,  not  by  the  educational  institutions ,'  is  that 
cori'ect?  .         ,        ■         .  , 

Mr.  Evans.  Tliat  is  exactly  right;  yes,  sir.  In  other  words,  we  feel 
that  the  third  party  lender  can  do  the  best  job  of  lending.  , 

Mr.  DKiiLENBAOK.  Would  you  compktely  eliminate  the  educational 
institutions  in  this  regard?  Are  you  suggesting  that  we  go  back  to  a 
situation  where  the  institutions  do  not  make  the  lending  ? 

Mr.  EvAws.  I  don't  think  we  made  that  statement  anywhete. 

Mr.  DBLiiBNBAOK.  I  understand,  ^  , 

Mr.  Evans.  But  there  are  definitely  those  schools  which  must.  As  an 
example,  in  Pennsylvania,  we  have  a  constitution  which  prohibits 
any  State  moneys  to  bo  used  for  schools  of  religion  and  theology.  We 
have  schools  that  have  direct  lending  facilities  for  these  types  of 
programs. 
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So  what  I  am  saying  is,  we  don't  think,  or  I  am  sure  the  council, 
speaking  for  the  council,  feels  that  schools  woukln^t  bo  eliminated 
entirely,  but  we  avo  concerned  that  they  not  be  the  prime  source  df 
lending  in  a  program. 

Mr*  Dellknbaok,  So  you  see  the  program  hm\^  structured  that 
the  prime  source  would.be  commercial  lending  institutions? 

Mr.  Evans,  Definitely. 
^  Mr,  DELLi'iNUACK.  With  some  backup  perhaps  by  educational  institu- 
tions directly  or  through  supplementary  lending 5  is  that  correct? 

Mr.  Evans.  Supplementary  lending,  yes. 

Mr.  Dellknback.  Is  there  anything  simple  you  could  give  us  based 
on  your  experience  as  to  which  institutions  are  good  lenders  aiid 
which  are  not? Is  there  a  simple  measure  of  this?  If.  we  were  going 
to  write  anything  in  the  statute  that  would  permit  institutions  to 
continue,  would  tllere  be  anything  yon  would  suggest  that  we  ought 
to  write  in  this  requirement? 

For  example,  you  speak  of  the  due  diligence  problem  and  tlie  spin- 
off problems  that  follow. 

Mr.  Evans.  I  don^t.  Carol,  do  you  have  anything?  ^ 

Mrs.  Wenneudahl.  In  our  experience,  due  diligence  is  maybe  60 
percent  attitude  and  40  percent  quantitative  definition.  Regardless  of 
what  you  were  to  specify  in  the  law  as  a  due  diligence  criteria,  first  of 
all,  your  best  lenders  insofar  as  being  able  to  meet  the  specified 
requirements  of  the  law,  in  almost  every  case  are  going  to  be  your 
large  proprietary  schools.  Whatever  you  specify,  they  have  the  money 
to  go  out  and  buy,  whether  it  be  computers,  whether  it  is  staff,  print- 
ing, or  whether  it  be  time  or  what  have  you.  So  if  you  are  talking 
about  just  ability  to  adhere  to  a  checklist  tliat  you  would  want  to  put 
into  the  law,  it  is  going  to  be  a  school  that  is  going  to  be  able  to  go  out 
and  purchase  the  service.  If  you  are  talking  about  an  attitude^  which 
involves  sitting  down  and  counseling  witii  a  student*  to  stress  his* 
indebtedness,  stress  his  responsibilities,  it  is  going  to  be  the  schools 
that  don^t  need  the  student  so  badly,  the  ones  that  can  afford  to  win 
some  and  lose  some.  I  don't^know  how  you  would  put  tliat  in  the  law* 

Due  diligence  cannot  be  legislated  or  regulated  e^ectively.  It  must 
be  motivated.  In  our  commercial  lenders,  we  are  able  to  motivat<3  them 
because  they  know  they  have  to  deal  w  ith  the  student  during  the  repay- 
ment period,  and  an  extra  dollar  spent  during  the  loan  origination 
process  can  Save  them  more  dollars  in  the  collection  procesSi 

Wlien  you  have  a  counter  motivation  operating*  as  you  do  in  the  case 
of  a  school  needing  tuition  I'eoeipts  more  than  tney  need  a  collection 
6  years  from  now,  I  don^t  know  how  you  can  legislate  agahist  motiva- 
tion. I  don^t  know  if  it  is  possible. 

1  tvould  agree  with  Jay's  earlier  statement,  that  there  are  probably 
some  circumstances  ^♦here  schools  need  to  be  lenders*  Maybe  it  is  in  the 
case  of— let  me  use  an  example— home  study  schools*  If  they  are  to  be 
kept  alive  in  the  program,  they  are  probably  the  least  attractive  loan 
to  a  commercial  lender*  Perhaps  this  body  would  want  a  special  provi- 
sion for  them*  But  whatever  loopholes  you  allow,  they  are  going  to  be 
marched  through  in  ^reat  numbers  and  I  think,  statistics,  not  guess- 
work or  not  supposition,  but  statistics  bear  out  that  the  program  is 
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going  to  experience  greater  loss  to  whatever  extent  educational  lend- 
mg  is  permitted.  .  . 

Mr.  DBLtENBAOK.  I  waut  to  be  sure  I  understand  what  it  is  you  are 
stating.  You  would  agree  with  what  Mr.  Evans  has  said  as  to  \yho 
sho«ld  lend—that  primarily  it  should  be  commercial  lending  institu- 
tions? ,     .  ■ 

Mrs.  Wennehdahl.  Without  exception.  .    i   .  , 

Mr,  Dellisnbagk.  However  you  would  not  want  us  to  write  legisla- 
tion that  would  pi-edude  or  prohibit  ediicafcional  institutions  from 
participating.  You  feel  there  should  be  some  involvement  on  the  in- 
stitution's part  on  a  dii-ect  basis,  but  what  I  am  looking  for  is  what 
von  would  suggest  in  the  way  of  measuring  how  we  should  write  the 
law  as  to  which  institutions  should  be  permitted  or  encouraged  to 
participate.  ,  ,    .  , 

Mrs.  Wennerdahl.  Frankly,  Mr.  Dellenback,  I  have  wrestled  with 
this  particular  problem  now  for  about  15  months.  Looking  at  the 
statute,  trying  to  look  at  the  problems  as  you  identify  them,  I  don't 
know  that  there  is  a  way  that  legislation  can  be  written  to  effectively 
solve  the  problems.  ,  «    , i 

To  repeat  what  I  saidj.if  yon  make  a  due  diligence  checklist,  due 
diligence  can  be  turned  aside  with  a  wink.  .  . 

Mr.  Dellenback.  I  don't  want  to  get  off  into  the  specific  criteria 
because  I  am  not  arguing  due  diligence.  I  am  just  asking  you  whether 
there  ai-e  some  specific  tilings  yon  can  suggest  we  could  write. 

Mrs.  Wennerdahl.  No,  I  do  not  think,  Mr.  Dellenback,  there  is  any 
way  you  could  effectively  write  the  law  to  permit  some  schools  to  lend 
and  not  other  schools.  ,        i ,      . , 

Mr.  Dellenback,  In  those  circumstances  I  move  inexorably  to  the 
question  of  whotlieif'we  sliould  have  any  schools  directly  involved  and 
we  come  out  witli  an  answer  that  you  say  "no"? 

Mrs.  Wennerdaml.  That  is  correct.  ,      .  . 

Mr.  Dellenback.  Since  yon  see  real  difficulty  in  writing  criteria 
that  would  discriminate  the  good  from  the  bad  are  you  really^  then 
circling  back  on  my  first  question?  Are  you  saying  participation  in  the 
program  should  be  confined  only  to  commerciallending  institutions 
and,  since  you  can't  write  proper  criteria  discriminating  winch 
schools  should  be  able  to  participate  on  a  sound  basis,  therefore  no 
schools  should  be  able  to  participate?  Is  that  what  you  are  luiggesting 
to  us? 

Uva.  Wennerdaml.  I^Ir.  Dellenback,  if  it  becomes  a  black  or  white 
situation,  and  if  indeed  the  legislative  exceptions  tonld  not  be  as 
simple  as  those  particiilar  schools  that  are  not  permitted  to  smve  in 
State  funds  or  some  similar  criteria,  in  an  either/or  situation,  I  would 
exclude  schools  from  eligibility  as  letidei'S. 

Mi'.  Dellenback.  Would  Vou  agree,  Mr.  Evans? 

Mr.  Evans.  Yes,  I  would  agree  with  that}  but  let  me  add  that  if 
the  purpose  of  the  program  and  if  what  is  done  for  the  lenders  is 
sufficient  for  compensating  him,  I  think  enough  resources  will  be 
available  that  we  will  not  need  a  wholesale  onslaught  of  schools. 

Mr.  Dellenback.  Yes.  Then  the  last  question  about  who  should 
guarantee,  do  I  gather  that  the  thrust  of  your  suggestion  is  that  we 
should  not  have  the  duplication  where  we  have  both  the  State  giuir- 
antee  program  and  FISL  ? 
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Thus,  we  have  a  choice  of  which  program  we  should  have,  but  we 
should  not  have  both.  You  would  suggest  that  we  have  lust  the  btate 
guarantee  program  and  eliminate  the  FISL  program?^ 

Do  I  read  correctly  the  underlying  thrust  of  your  testimony  f 

Mr.  Evans.  What  we  are  saying,  Mr.  Dellenback,  is  that  we  feel  the 
double  standard  should  be  eliminated.  In  other  words,  m  the  State  of 
Penn^lvania,  right  now,  we  are  asking  for,  for  the  upcommg  fiscal 
year,  $2.8  million  as  backup  reserve,  and:  close  to  $1  million  for  admin- 
istratioii.  In  addition  to  that,  we  must  pay  20  percent  of  each  loss.  We 
are  saying  remove  that  disincentive  for  us  to  "go  Federal. 

We  have  nine  regional  directors  in  the  field  that  work  with  lending 
institutions,  that  go  into  their  shops,  that  work  with  the  schools,  work 
with  students.  But  then  you  take  your  FISL  States  that  do  not  have 
these  things,  they  don't  have  the  expense,  expenses,  that  we  incurred, 
but  their  expenses  which  are  incurred  are  100  percent  out  of  the  Fed- 
eral Government's  pocket.  .  ^  , .  , 

Mr.  Dellenback.  Yes.  I  am  not  arguing,  you  see.  I  think  there  is  a 
possibility  of  misinterpreting  my  question.  I  think  your  testimony 
raises  some  excellent  questions.  ,You  have  then,  under  each  of  those 
questions,  given  us  a  great  deal  of  grist  for  the  mill.  What  I  am  try- 
ing to  find  out  is  your  answer  to  each  of  the  questions,  and  that  I 
didn't  find  anywhere  in  the  testimony.  Thus  I  am  not  arguing,  but 
I  merely  want  to  be  sure  as  to  what  you  have  given  us  in  the  way  ot 
information,  and  what  it  is  you  would  suggest  as  an  answer  to  the 
questions.  ^         ,  „      , , 

You  have  given  me  answers  to  the  fii-st  four,  and  I  would  like  you 
to  clarify  your  answer  to  the  fifth  one:  Ave  you  suggesting  to  us  that 
we  eliminate  FISL,  in  effect,  and  go  the  State  guarantee  route?  In 
other  words,  we  shouldn't  have  double  standards  and  the  better  of 
the  two  is  the  State  guarantee  program?    ;  . 

Mr.  EvAxs.  I  don't  think  we  are  sayirig  eliminate  FISL,  but  we  are 
saying  eliminate  the  double  standard.  If  we  have  a  90-percent  or  80- 
percent  reinsurance  factor  in  Pennsylvania,  why  can't  the  State  of 
Califomia  also  pick  up  that  20  or  10,  whichever  you  might  elect  it  to 
be?  In  other  words,  what  you  would  do  then  in  the  State  of  California, 
if  you  want  to  pick  the  program  up,.you  would  pick  up  10  or  20  percent 

of  the  cost.  -   ^        .,  ..^^ 

Mr.  Deiaenbaok.  You  are  saying  we  should  elimmate  any  situation 
whereby,  under  any  program  we  have  100  percent  of  principal  losses 
guaranteed  unless  it  is  under  all  programs,  or  administrative  costs 
100  percent  covered  unless  it  is  under  all  programs.  If  we  do  it  with 
everybody  having  100  percent  we,  in  effect,  say  everybody  will  be 
likely  to  not  appropriate  State  moiley  because  there  is  no  need  to  do 
so,  so  therefore  it  is  better  to  go  the  route  which  induces  this  kind  of 
initiative  because  it  is  right}  is  that  correct? 

Mr.  Nes-ter.  No?  I  want  to  comment  a  bit  on  tbis.  About  1967  the 
State  of  New  Jei-sev  had  committed  all  of  its  reserve  moneys.  It  was 
unable  to  get  any  additional  funds  from  the  legislature  for  reserve 
guarantee  purposes.  We  had  at  that  time  some  4f00  applications  the 
lenders  had  committed  themselves  to  and  were  willing  to  make  the  loans 

Since  we  could  not  get  money,  we  turned  to  the  law  whicli  said  that 
the  Federal  Government  could  come  in  then  and  msui'e  the  loans  di- 
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rectly.  The  Fedeml  Govei'nmont  did  so.  So  we  have  had  expenence 
under  both  Federal  and  State  programs. 

Serious  thought  was  given  to  continuing  under  the  Federal  program 
at  that  time  for  some  of  the  I'easons  which  were  commented  on  and  so 
on.  We  found  that  even  though,  or  when  the  shift  was  made,  even 
though  we  worked  closely  with  our  lendei^s  and  pleaded  witli  them 
to  honor  commitments:,  only  60  percent  of  all  of  our  lenders  agreed  to 
follow  through  and  make  loans  under  the  Federal  pr6gmm. 

By  the  end  of  this  10-month  period,  we  were  told  by  a  large  majority 
of  our  lendei^s  t 

If  we  don't  go  back  to  the  state  program,  we  are  closing  our  boolcs  on  student 
loam*  TTe  wlU  not  continue  unless  we  have  a  state  guarantee  Drograni, 

So,  in  tenns  of  our  own  experience,  I  think  you  have  an  answer  to  the 
question  of  how  we  feel. 

Mr.  Dellenback.  Let  me  then  follow  that  a  little  further  because, 
while  I  undei^sttmd  what  you  say,  I  am  not  sure  it  leads  to  the  same 
suggestion  as  was  made  on  Mr.  Evans'  behalf,  namely  to  eliminate 
the  extension.  Your  State,  because  it  felt  the  advantages  were  not 
woith  the  disadvantages  went  the  State  guarantee  road  while  other 
States  came  to  the  other  conclusion  and  have  gone  the  other  route.  You 
are  now  recommending  not  because  your  State  is  going  the  road  it  does 
not  think  it  wants  to  go  but  for  other  reasons—that  we  should  elimi- 
nate the  procedure  that  another  State  wants  to  follow? 

Mn  Nester.  No,  but  you  just  made  a  point  I  think  prior  to  my  com- 
ment that  if  all  came  to  pass  so  it  was  equal  under  either  program,  that 
the  States  then  would  automatically  go  the  Federal  route,  because  of 
the  money  hivolved,  they  would  not  nec/^^sarily  do  so.  I  guess  I  reply 
to  that  and  say  it  may  not  be  true  in  all  cases. 

Mr.  Dellenbaok.  Your  real  suggestion,  then,  is  not  to  eliminate 
FISL,  but  rather  to  let  the  States  go  both  routes  if  they  wish  to 
do  so? 

Mr.  Nester.  If  they  wish  to* 

Mr*  Dellenhack.  But  we  eliminate  the  80  percent  against  100  per- ' 
cent  of  anything  under  such  programs* 
Mr*  NEsim  That  is  right* 

Mrs*  Wennerdahl.  There  are  hawks  and  doves  in  our  Councih 
There  af  e  some  among  us  who  would  miss  the  FISL  program  less  than 
others*  I  think  youf  statement  was  well  taken  that  the  State  of  New 
Jersey  now  does  not  need  the  20  percent  insurance  provided  tlie  other 
States  in  order  for  the  New  Jersey  legislatut^e  to  support  them*  Ho^v- 
ever,  it  would  be  an  extremely  painful  process  for  each  one  of  us  to 
have  to  go  through,  having  upheaval  in  our  States  for  a  period  of  a 
year  to  convince  our  State  legislatures  that  one  program  is  superior 
over  the  other.  ^ 

^  New  Jersey  is  still  feeling  the  effects  of  that  year  and  it  was  some 
time  aj^o*  All  we  say  is^  if  it  be  the  policy  of  this  body  that  we  have  a 
State  mvestment  in  this  program,  then  it  make  it  easy  for  us  to  con- 
vince out'  State  legislators  to  do  so*  Give  program  administrators  in  all 
80  States  the  same  task.  If  the  Federal  Government  wishes  to  under- 
write the  total  guarantee  and  expense  in  all  SO  States,  fine*  I  think  on 
that  basis  we  cah  still  sell  our  State  governments  with  the  superioHty 
of  the  local  administration* 
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Mr,  Dru^ENBACK,  I  have  just  one  more  comment.  But  you  are  not 
saying  then  that  we  should  eliminate  FISU 

If  we  were  to  take,  in  a  reach  for  equality,  the  present  disparity 
and  resolve  that  in  favor  of  an  80  percent  bind  for  evei'ybody— -instead 
of  100  percent  bind  for  everybody— I  think  it  would 'in  efl?ect  take  a 
great  many  States  and  drive  them  out  of  the  business.  Either  the  whole 
program  would  die  or  else  the  States  would  have  to  step  in.  I  am  per- 
suaded that  where  there  is  jio  States  guarantee  of  that  20  percent,  and 
if  the  Federal  Government  mefely  says,  "We  are  goipg  to  guarantee 
80  percent  instead  of  100  percent,"  the  commercial  lenders  would 
abandon  it  in  droves.  I  thiuk  that  would  follow  inexorably,  so  if  you 
say  we  should  eliminate  disparities  in  guarantees,  what  you  are  in- 
directly saying  is  must  move  100  percent  because  we  don't  back  away 
the  other  way  or  eliminate  FISL. 

Mrs.  Wbnnpjrdahl.  There  are  States  operating  with  guarantee 
agencies  right  now  with  less  than  100-percenl  guarantee  and 
flourishing. 

Mr.  Dellenback.  Are  you  suggesting  to  us  it  might  b<»  a  good  idea? 

Mi's.  Wbnnerdahl.  No.  I  am  just  making  a  comment  that  it  is  not  im- 
possible for  the  lending  community  to  exist  with  less  than  100-percent 
guarantee. 

Mr.  Dellenback.  If  we  did  have  somewhere  along  the  line  either  a 
Federal  loan  or  combination  Federal-State  100-percent  guarantee, 
would  we  find  a  material  fall-off?  ,  . 

Mrs.  Wennbrdahl.  That  is  possible. 

Mr.  Dellenback.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  O'Hara.  Well,  thank  you  very  much  for  your  testimony.  We  ap- 
preciated hearing  from  you  today  and  you  have  given  us  a  good  deal 
for  us  to  think  over. 

^  Our  second  witness  today  is  Mr.  Gregory  Lancaster,  appear- 
ing for  the  Security  Pacific  National  Bank  of  CaH^:ornia.  I  don't 
have  the  precise  comparative  figures  before  me,  but  I  am  led  to  believe 
that  Security  Pacific  is  amon^y  the  Nation's  largest  lenders  of  guar- 
anteed student  loans.  Wlio  ever  holds  the  cup  at  the  moment,  I  know 
Mr.  Lancaster  will  be  able  to  speak  to  us  from  extensive  experience 
with  the  federally  guaranteed  student  loan  program. 

STATEMENT  CF  G»ECM)RY  LANCASTER,  AiSSXSTANT  VICE^PRESI. 
Dm,  SECtRMY  PACIFIC  NAXIONAI  BANK 

Mr.  Lancaster.  My  name  is  Gregory  F.  T^ahcaster.  I  am  an  assist- 
ant  vice  president  of  Security  Pacific  National  Bank,  the  second  larg- 
est national  bank  in  the  Western  United  States,  which  is  headquartei-ed 
in  Los  Angeles,  Calif.  Since  January  1971, 1  liave  been  deeply  involved 
in  the  supervision  of  the  bank's  participation  as  a  lender  under  part  B 
of  title  IV  of  the  Higher  Education  Act  of  196&.  Public  Law  88-^829, 
ns  amended,  otherwise  known  as  the  guaranteed  student  loan  program. 

The  bank's  participation  in  the  program  has  steadily  grown  o\  sr 
the  past  7  years  and  at  present  it  has  more  than  36,000  outstanding 
loans  totaling  approximately  $80  million.  I  appear  here  today  on  be- 
half of  the  bank  m  order  to  comment  specifically  on  the  pending  bill 
known  as  H.R.  13069  and  generally  on  certain  deficiencies  regarding 
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the  giinranteed  student  loan  program  which  have  surfaced  in  recent 
yeai-s  and  require  remedial  legishition. 

It  should  be  added  that  the  following  views  and  ijroposals  are  gen- 
erally shared  by  other  participating  lenders  in  California,  including 
United  California  Bank,  a  State  chaitered  bank  headquaitered  in  Los 
Angeles,  Calif .,  which  has  outstanding  loans  to  some  39,000  students 
totaling  approxinmtely  $40  million.  . 

With  respect  to  section  2  of  H.R.  13059,  the  bank  must  express  its 
res|)ectful  opposition.  Section  2  would  amend  that  poition  of  the 
Emergency  Student  Ix)au  Act  of  1969  empowering  the  Secretary  of 
the  Department  of  Health,  Education,  and  Welfare  to  prescribe  a  spe- 
cial allowance  to  be  paid  by  the  Commissioner  of  Education  to  holders 
of  eligible  loan?  in  order  to  compensate  them  for  vagaries  of  the  money 
market. 

The  maximum  special  allowance  presently  permitted  on  outstand- 
ing loan  volume  is  3  percent  and  section  2  would  increase  the  nniximum 
to  4  percent.  Given  the  current  and  prospective  volatility  of  the  money 
market,  it  is  respectfully  submitted  that  even  a  4-percent  special  allow- 
ance might  not  be  compensating. 

In  the  bank's  best  judgment,  the  Secretary  of  the  Department  of 
Health,  Education,  and  AVelfare  should  have  at  least  a  5-percent  maxi- 
mum limit  in  owler  to  keep  the  pi  ogram  accept  able  to  lenders.  The*  tenn 
"acceptable"  in  the  preceding  sentence  is  not  intended  to  connote  prof- 
itability because  this  program  is  founded  on  socrial  missions  rather  than 
on  monetary  profits.  .    ,  .    ,  , 

Oil  the  other  hand,  the  reality  that  must  be  recognr/ed  is  that  the 
{•ompetitive  nature  of  the  banking  industry  doos  not  allow  lenders  to 
fcUffage  in  transactions  where  they  must  absorb  the  cost  of  money. 

Tlie  bank  also  desires  to  express  its  o)pposition  to  section  5  of  H.K. 
13059.  Section  »  piwides  for  increases  in  loan  limitations  bctii  as  to 
principal  amount  and  time  for  repayment.  It  will  establish  a  new  bor- 
rowing ceiling  for  gmduate  and  professional  students  of  S.'i.OOO  per 
vear  from  the  present  $2,500  and  increase  the  aggregate  insured  unpaid 
principal  amount  of  all  insured  loans  to  any  student  to  $25,000  from 
the  present  $10,000.  ,  ,  ,   .         ,      .i  . 

It  will  also  extend  the  repayment  schedule  inasmuch  as  the  stu- 
dent will  have  15  rather  than  10  years  following  the  cessation  of  his 
formal  education  and  the  required  grace  period  to  complete  the  re- 
payment of  his  bormwings  and  the  maximum  loan  term  will  be  20 
rather  than  15  years.   ,   i  i  .       ^  • 

Section  5  of  the  proposed  legislation  is  indeed  designed  to  in- 
crease the  accessibility  to  guaranteed  students  loans.  From  the  bank's 
perspective  as  a  participating  lender,  however,  section  5  may  well  per- 
inii:.  a  student  borrower  to  contract  indebtedness  which  will  be  ex- 
tremely burdensome,  if  not  financially  impossible,  to  repay..  This  con- 
tention  is  illustrated  by  the  following  hypotheticalst  „  .  « 

(A)  ^Juppose  that  under  the  present  law  a  student  borrows- $2,500 
on  September  1, 1974,  and  the  same  amount  on  each  Septeniber  1  of 
the  next  3  years  with  an  anticipated  graduation  date  of  June  1978. 
He  graduates  on  schedule  and  on  May  1, 1979,  following  the  expiration 
of  the  mandatory  grace  periotl,  his  first  paytiient  would  be  due. 

Assuming  the  loan  was  not  subsidiy^ed  r.nd  the  student  has  not  paid 
the  accruing  interest  (at  the  rate  of  7  psrcent  per  annttm  as  during 
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repayment)  as  billed,  the  principal  owed  on  May  1,  1079,  >vottld  be 
$10,000  and  the  accfued  interest  would  total  $2,567.04.  Using  the 
amount  of  $12,567.54  and  amortizing  it  over  10  yeai's,  the  student 
borrower  would  have  120  monthly  payments  of  $145.92  each  or  a 
total  of  payments  of  $17,510.40.  Assuming  the  student  had  a  subsidized 
loan  or  paid  the  accruing  interest  as  bil^d^  he  would  owe  at  the  com- 
mencement of  the  repayment  schedule  the  ^10,000  in  principal  and 
his  monthly  payments  would  be  $116.11  each  for  120  months  or  a  total 
of  payments  of  $13,933.20. 

(B)  Suppose  that  imder  the  proposed  laVf  a  student  borrows  $2,500 
on  September  1, 1974,  and  the  same  amount  on  each  September  1  of 
the  next  3  yeai*s  and,  upon  entering  graduate  scliool,  borrows  $5,000 
on  September  1^  1978^  and  the  same  amoiuit  on  September  1  of  the 
next  2  yeai*s  with  an  anticipated  graduate  date  of  June  1981. 

Ho  graduates  on  schedule  and  on  May  1^^  1982,  following  the  expira* 
tibn  of  the  mandatory  grace  period,  the  lirst  payment  would  be  due* 
Assuming  the  loan  was  not  subsidissed  and  the  student  had  not  paid 
the  accruing  interest  as  billed,  the  pruicipal  amount  owed  on  May  1, 
1982,  would  be  $25,000  and  the  accrued  interest  would  total  $5,924.25. 
Using  the  amount  of  $30,924.25  and  amortis$ing  it  as  requii'ed,  he  would 
have  148  montlily  payments  of  $312.54  or  a  total  of  payments  of  $46,- 
255.92.  Assuming  the  same  student  had  a  subsidis^ed  loan  or  paid  the 
accruing  interest  as  billed,  he  would  owe  at  the  commencement  of  the 
repayment  schedule  the  $25,000  in  principal  and  his  monthly  payments 
would  be  $252.66  each  for  148  months  or  a  total  of  payments  of 
$37,393.68. 

(C)  Using  the  same  facts  as  pi*esented  in  (B)  but  adding  the  fact 
that  our  student  has  married  another  student  who  also  had  $25,000 
in  outstanding  guaranteed  student  loans  which  have  a  concurrent 
maturity  date,  the  combined  family  debt  and  required  monthly  pay- 
ments would  be  double  those  amounts  set  f  oitli  in  ( B ) . 

It  has  been  the  bank^s  observation  over  the  years  as  a  participating 
lender  that  student  borrowers  have  generally  had  the  financial  abilitv 
to  repay  their  indebtedness  as  it  matures  and  is  amortissed.  Although 
the  student  borrowing  the  maximum  aggregate  amount  pei  missible 
under  section  5  will  have  to  be  a  graduate  or  professional  student  who 
will,  following  graduation,  probably  earn  an  income  larger  than  that 
of  the  average  member  of  his  age  group,  it  does  not  necessarily  follow 
that  he  will  have  a  disposable  income  of  a  size  to  accommodate  the 
riiouired  payment  on  said  loan. 

A  loan  in  the  prhicipal  amount  of  $25,000  is  similav  in  amount  to 
a  loan  for  the  purchase  of  a  home.  Such  a  loan  represents  perhaps  the 
largest  investment  ever  made  by  a  consumer  and  it  demands  a  signify 
icant^  but  warranted,  portion  of  his  income  for  servicing* 

As  a  prudent  lendejs  the  bank  would  not  extend  credit  in  such 
amounts  to  a  loan  applicant  of  our  student  borrower's  age  and  income 
other  tlian  to  finance  the  purchase  of  a  home  because  the  normal  alio* 
cation^i  of  his  budget  would  suggest  his  prospective  inability  to  repay* 

Section  6  may  welt  increase  tlie  accessibility  to  guaranteed  student 
loans4  but  it  will  also  cast  the  die  for  great  hardship  when  the  time  for 
repayment  comes,  if  not  inalterably  program  the  student  borrower's 
financial  demise* 
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It  is  the' bank's  understanding  that  the  default  rate  under  the 
guaranteed  student  loan  pr.>gram  was  5.2' percent  for  fiscal  1973  and 
1ms  been  projected  at  7.2  percent  for  fiscal  1974.  The  bank  is  compelled 
to  believe  that  passage  of  section  5  will  ultimately  cause  this  default 
rate  to  soar  upwards.  The  bank  therefore  opposes  section  5  because  of 
its  potential,  but,  admittedly,  unintended  results. 

The  following  testimony  is  addressed  to  some  of  the  deficiencies  of 
the  Higher  Education  Act  of  1965,  as  amended,  aS  perceived  by  the 
bank  by  virtue  of  its  total  experience  as  a  participat'iig  lender.  It 
should  be  emphasiaed  these  were  latent  deficiencies  v  hich  have  sur- 
faced over  the  years  and  now  require  remedial  legislation  inasmuch 
as  curative  regulations  l  ould  not  be  vrJidly  promulgated. 

Section  430(a)  of  the  act,  aS  amended  by  section  332B(c)  of  the 
education  amendments  of  1972,  Public  Law  92-318,  provides  for  the 
payment  of  the  "amount  of  loss"  sustained  by  the  insured  lender  upon 
"default"  by  the  student  borrower. 

The  tei-m  "amount  of  loss"  is  therein  defined  as  "an  aniount  equal 
to  the  unpaid  balance  of  the  principal  amount  and  interest."  The 
term  "default"  is  defined  in  section  430(b)(2)  and  includes  "only 
such  defaults  as  have  existed  for  (A)  120  d.ays  in  the  case  of  a  loan 
which  is  repayable  in  monthly  installments  *  *  *."In  other  words,  if 
a  student  borrower  fails  to  make  a  payment  due  on  January  1,  default 
for  purposes  of  being  entitled  to  insurance  proceeds  does  not  occur 
untill20  days  have  elapsed  on  April  30. 

THie  amount  of  loss  paid  pursuant  to  the  loan  insurance  is  the  un- 
paid balance  of  the  principal  amount  and  interest  as  of  April  80.  The 
problem  with  this  arrangement  is  that  it  usually  requires  an  additional 
90  to  120  days  after  the  date  of  "default'^  (April  30)  to  receive  actual 
payment  and  there  is  no  compensation  for  the  interest  lost  during  the 
interim. 

The  loss  sustained  by  participating  lenders  is  substantial  in  light  of 
the  annual  rate  of  default  discussed  above  which  was  5.2  percent  for 
fiscal  1973  and  ha^  been  projected  to  bo  7.2  percent  for  fiscal  1974. 
In  order  to  compensate  lendei-s  for  the  3  or  4  months  of  lost  interest 
per  defaulted  loan,  it  is  suggested  that  section  430(a),  as  amended, 
be  further  amended  to  requfi-e  the  Commissioner  of  Education  to  pay 
interest  on  the  unpaid  balance  to  the  ddte  of  disbursement  of  the  in- 
surance proceeds  to  the  lender. 

Another  problem  concerns  section  430(c)  of  the  act  which  permits 
forbearances  for  the  benefit  of  the  student  borrower  which  may  be 
agreed  upon  by  the  parties  and  approved  by  the  Commissioner  of 
Education.  Such  forbearances  are  designed  to  accommodate  exigent 
situations  that  may  arise  creating  a  temporary  inability  of  the  nor- 
rower  to  meet  the  terms  of  his  repayment  schedule. 

When  a  forbearance  is  required,  it  demands  immediate  cft'ect.  The 
problem  liere  is  that  prior  approval  of  the  Commissioner  is  required 
atid  this  usually  consumes  a  minimum  of  45  days  from  the  date  of 
request  by  the  lender.  This  is  a  cumbersome  procedure  that  fails  to  ful- 
fill the  purpose  of  the  forbearance  provisions. 

It  is  the  Bank's  proposal  that  section  430(c)  be  amended  to  permit 
the  Commissioner  to  waive  the  prior  approval  requirement  with  re- 
spect  to  those  lendei-s  which  have,  in  the  Commissioner's  judgment, 
consistently  manifested  prudent  and  effective  collection  practices. 
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Such  a  waiver  could  ,be  predicated  on  the  existence  of  certain  enn** 
inerated  factual  situations  thus  retaining  the  prior  approval  required 
as  to  any  other  situations.  In  any  event,  section  430  (c),  as  it  stands, 
does  not  provide  this  latitude  and  its  amendment  appears  necessary/ 

There  is  also  a  problem  in  connection  ,  with  grace  periods  as  re- 
mured  by  section  428(b)  (X)  (D)*  This  section  provides  that  repayment 
siiall  not  begin  "earlier  tjian  9  months  nor  later  than  1  year  after  the 
student  ceases  to  pursue  a  full-time  course  of  study  at  an  eligible  in- 
stitution *  *  V 

While  the  Bank  certainly  does  not  oppose  the  grace  period  concept 
or  its  usual  application,  there  are  occasions  when  its  employment 
serves  no  useful  purpose*  >One  such  occasion  is  when  the  student  bor- 
rower who  is  at  the  tiine  on  repayment  for  existing  loans  under  this 
program,  rijturns  to  school  and  borrows  again. 

Under  section  428(b)  (1)  (p),  as  quoted  above,  he  is  entitled  to 
another  grace  period  Jbefore  conmiencing  repayment  of  the  new  lo^n.. 
In  the  Bank^s  ejrperience,  such  a  grace  period  is  unnecessary  becawsp 
the  student  tymcally  does  not  have  the  readjustment  stresses  that 
the  grace  period  was  designed  to  alleviatet 

In  any  event,'a  forebearanoe  under  section  430(c)  could  re  iaquested 
if  such  stresses  were  present.  The  Bank  believes  accordingly  that  sec^ 
tion  428(b)  (1)  (D)  snould  be  amended  to  state  clearly  that  there  shall 
be  one  grace  period  per  student  as  opposed  to  the  construction  possible 
,  J    under  the  existing  law  of  one  grace  period  per  loan. 

Finally,  it  is  fundantental  to  the  guaranteed  student  loan  program 
that  a  student  be  enrolled  or  accepted  for  enrollment  at  an  "eligible 
institution**  as  a  prerequisite  to  eligibility  for  insured  borrowing.  Sec- 
tion 436(a)  of  the  act  as  amended  by  the  Education  Amendments  pf 
1066,  Public  Law  89-*698,rand  the  Higher  Education  Amendments  of 
1968,  Public  Law  90-575,  defines  "eligible  institution**  to  include  an 
"institution  of  higher  education.** 

The  latter  term  is  defined  in  section  485  (b)  and  this  definition  is  the 
pith  of  the  problem.  The  Commissioner  of  Education  nmst  classify  an 
institution  as  ah  "institution  of  higher  education**  if  the  elements 
therein  ai'e  satisfied.  ^ 

Om  of  the  elements  is  that  the  institution  "is  accredited  by  a  na- 
tionally reco^ni^ed  accrediting  agency  or  association  approved  by 
the  Commissioner  for  this  purpose.**  The  problem  which  has  occurred 
at  least  once  concerned  an  institution  deemed  elij^ible  by  the  Commis- 
sioner in  part  because  of  its  accreditation  but  which  nevertheless  had  a 
curriculum  for  its  student  body  which  deteriorated  to  a  point  beyond 
substandard* 

For  some  reason  the  institution  retained,  its  accredited  status  even 
after  its  dooi*s  had  closed  and  therefore  it  retained  its  >^eligiblc  insti- 
tution** status  with  the  Commissioner.  The  Bank  in  this  instance 
fused  to  lend  to  the  students  enrolled  or  accepted  for  enrollment  in  the 
'  institution  but  they  were^  of  coui^se,  able  to  go  to  other  participating 
lendei*s* 

The  net  effect  of  this  case  was  that  the  miaranteed  student  loan  pro« 

gram  may  have  been  a  conduit  for  fraud- The  Bank  believes  this  could 
ave  been  avoided  if  the  Commissioner  had  the  statutoiy  authority 
to  e^tercise  some  degree  of  discretion  in  considering  the  continuing 
eligibility  of  "institutions  of  higher  Mucation**  notwithstandirii^;  their 
accredited  status* 
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*rhe  Bank  believes  that  section  435  should  be  amended  accordingly. 

Mv.  O'Haha.  Thank  yon  very  much,  Mr.  Lancaster. 

Mr.  Lancaster,  tell  us  a  little  more  about  the  last  problem  which  you 
mentioned,  the  institution  that  closed  its  doors. 

Mr.  Lanoasteh.  It  went  bankrupt  and  that  what  closed  it.  It  went 
baiiikmpt  because  it  was  a  school  lender.  We  lent  directly  to  the  stu- 
dents, but  did  not  purchase  any  of  its  paper.  In  1970-71,  it  came  to  our 
attention  that  the  education  they  were  offering  to  their  students  was 
completely  substandard.  We  were  not  getting  cooperation  that  we  felt 
we  should  out  of  an  eligible  institution.  ,  . 

We  ceased  making  loans  in  1971.  They  closed  their  doors  in  1973. 
Regarding  this  institution  we  Avere  in  constant  contact  with  the 
Department  of  H.E.W.,  the  Office  of  Education  in  San  Francisco, 
and  in  Washington.  They  were  fully  informed  of  the  problem  but 
couldn't  do  anything  about  it  because  the  Commissioner  did  not  have 
the  power  to  declare  the  school  ineligible.  They  were  also  a  school 
lender.  In  going  right  through  1978  they  continued  making  loans 
which  Avere  guaranteed  under  this  program  and  I  know^  right  now, 
there  ai-e  approximately  $900,000  spread  through  credit  unions  in 
California  and  they  have  a  very  serious  problem  and  it  is  extremely 
serious  to  them  because  they  do  not  have  servicing  ability  even  to  serv- 
ice the  students.  ,  .  „ 

Mr.  O'Hara.  On  that  point,  I  will  yield  to  my  colleague  from 
Oregon. 


missiotter  is  authorized  to  prescribe  such  regulations  as  may  be  neces- 
sary to  provide  for."  Then  we  drop  to  subnumber  3  s  "The  elimination, 


suspension  or  termination  of  eligibility  of  any  party,"  and  so  forth, 
"whenever  tUe  Commissioner  ha^  determined  that  such  a  violation 
has  occurred"  and  so  fot-th  as  described  in  this  part. 

I  wonder  if  the  Commissioner  does  not  already  have  statutory 
authority  to  write  a  regulation  which  covers  this  very  situation  to 
which  you  allude?  ■  ^  ....  .  , 

Mr.  Lanoasthr.  If  he  has  authority,  he  has  not  exercised  it. 
Mr.  DBttBNBACK.  But  he  could  have  it  from  the  standpoint  of  oui* 
rej^ponsibility  in  writing  the  law,  whether  section  438(a),  sub  8,  does 
or  does  not  give  him  the  grounds  for  doing  that  particular  thin?(  ? 

Anyway,  the  point  you  make  is  a  serious  one  and  it  may  be  what 
you  allude  to  could  have  occurred  prior  to  this  time,  because  the 
effective  date  is  August  28, 1972.  However,  I  thought  you  said  the  loans 
were  made  in  August  1978.  ,        .    , .   «  ^ 

Mr.  LANtoASTfifi.  That  is  correct,  but  not  by  the  Security  Pacific. 
Mr.  DBttiBNBAOK.  Right.  It  is  stated  carefully  then  for  the  benefit 
of  vour  own  stockholders.  It  is  made  dear  that  it  is  not  you  making 
ifc  * 

Anyway,  we  appreciate  your  bringing  this  to  our  attention.  From 
our  standpoint,  we  will  look  at  the  question  of  doing  anything  legisla- 
tively. But  a  snap  look  at  section  488  would  lead  me  fo  think -we  already 
took  care  of  that  kind  of  problem  by  creating  the  right  of  the  Secre- 
tary to  do  it.  We  will  follow  that  up.  ...  ■  .  . 
••  Mr.  O'Haua.  Mr.  Lancaster,  your  criticism  of  increasing  the  poten- 
tial maximum  loan  amount  under  the  program  is,  I  Ihink,  very 

ERIC  2,;o 


203 

well  ilhistmted.  Frankly,  Uv,  Lancaster,  the  exlstiiig  loan  limits 
woi'i'v  me  a  little  bit  in  terms  of  their  size.  Ut's  take  your  example. 
We  have  a  student  borrowing  $8,500  a  yeav  for  each  of  4  years,  owmg 
a  principal  amount  of  $10,000  at  the  end  of  his  college  study.  Pay- 
ments would  then  be  dependent  on  whether  or  not  his  loan  had  been 
interest-subsidized  or  whether  or  not  he  made  payments,  capital  pay- 
ments, which  would  then  be  either  $116  a  month  or  $146  a  month. 

Mr.  Lancaster.  That  is  correct. 

Mr.*0'HAR.v.  It  seems  to  ine  that  is  a  tremendous  amount. 

Mr.  Lancaster.  $30  right  there. 

Mr.  O'Hara.  You  know,  that  is  a  big  load,  really,  to  put  on  a  new 
college  graduate.  I  don't  know  what  the  average  salary  of  a  new 
college  graduate  is  nowadays.  Usually  you  are  putthig  the  burden 
on  them  at  the  time  they  are  trying  to  buy  a  house  and  start  a  family 
andbuyacar.  . 

Mr.  Lancaster.  When  that  conies  about,  you  have  that  educational 
loan  and  we  feet  tliis  is  the  one  reason  for  the  high  rate  of  bankruptcy, 
where  the  student  declares  bankruptcy  immediately  upon  leaving 

school.  .  «   .     ,  1 

Let's  say  he  has  been  subsidized  durmg  the  course  of  his  school 
period,  he  has  $116.11  due  a  month  for  10  years  and  that  really  gets 
to  be  a  bore  after  a  while,  making  $116.11  payments.  *  .  , 

Mr.  O'Hara.  I  pay  almost  that  exact  amount  on  a  car  that  I  bought 
a  couple  of  years  ago  and  I  find  it  terribly  irksome  to  keep  paying 
on  that  car.  I  am  not  sure  the  car  is  any  longer  worth  as  mucli  as  I 
paid  for  it.  I  still  owe  it.  ,  , 

It  is  really  quite  a  burden.  I  am  concernexi  about  the  size  of  the  loan. 

Mr.  Lancaster.  We  are,  tooj  and  this  is  the  primary  reason  we 
oppose  this.  ...  , 

Mr.  O'Hara.  Tow  can  count  on  me  to  oppose  to  the  bitter  end  any 
effort  to  increase  it.  I  might  look  with  favor  on  some  decrease,  but 
certainly  nothing  to  increase  the  sizer"I^arn  now  and  pay  later"  has 
some  merit,  but  a  limited  amount,  I  think. 

I  tliank  you,  Mr.  Lancaster.  .    .  , . , 

Mr.  Dellenback.  May  I  ask  one  or  two  questions  because  of  the 
time, Mr.  Chairman?  ,  .      .  ,         .  * 

We  did  not  get  into  the  full  recommendations  that  were  given  by 
the  previous  witness  at  the  tail  end  of  his  testimony,  and  I  have  not 
had  a  chance  to  examine  them  all,  but  one  of  them  addresses  this  point 
of  bankruptcy.  "Recommendation  10  s  Congress  should  amend  the  na- 
tional bankruptcy  laws  in  such  a  manner  to  provide  for  nondischarg- 
ability  of  guaranteed  student  loans  in  bankruptcy  during  the  school 
period  and  during  an  additional  minimum  period  of  5  years  foUowinc 
end  of  repayment  period."  As  a  banker,  what  do  you  think  oi  that  kind 

^^^Si^'lancaster.  It  is  a  step  in  the  riaht  direction.  It  certainly  is. 

Mr.  Dellenback.  Insofar  as  the  bank  is  conceiiied,  I  thought  it 
might  act  as  a  caveat  or  as  a  red  fiae  to  someone  Who  might  overextenjl. 

Mr.  Lancaster.  We  have  foundTthat  certain  schools  have  a  certain 
tendency  whei-o  students  come  out  and  declare  bankruptcy  and  I  think 
once  they  get  ii.to  a  repayment  program  in  this  6*yeaf  period,  that 
5-year  period  might  be  the  right  answer. 

1  think  it  is  a  step  in  the  riglit  direction. 
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Mr.  pKivtKNMAOK.  I  was  vovy  interested  in  your  reaction  to  that. 
I  would  go  along  tvitb  the  chairman  in  expressing  appreciation  for 
this  testimony.  It  certafinly  make  specific  recommendations  and  it  gives 
us  your  rationale  for  both  the  oppb^ition  that  you' expressed  relevant 
to  section  2  and  section  5.  You  have  provided  us  with  very  helpful 
information,  and  we  will  take  that  into  careful  consideration. 

Your  other  four  specific  proposals  I  read  with  interest.  We  will  take 
a  very  careful  look  at  them.  It  may  bo  that  your  fou'rth  point  is  already 
taken  care  of  statutorily,  but  if  counsel  comes  to  the  conclusion  it  is  not, 
we  will  welcome  any  further  note  you  might  send  along  to  us  in  that 
particular  regard.  It  may  b6  that  section  438"will  take  care  of  ii  It 
migit  not,  but  it  seems  to  me  in  first  reading  it,  that  the  burden 
shifts  to  the  Cqmrnission  in  this  regard  and  they  should  be  niovinff  in 
to  block  that  kind  of  situation. 

Mr.  Lancaster.  In  questioning  the  regional  oflice  of  the  Office  of 
Education^  therstate  that  their  counsel  interprets  this  that  they  dO  hot 
have  power  to  declare  a  school  ineligible. 

Mr.  Bellenback'.  Because  they  have  not  written  the  rOgulations  that 
section  488  gives  them  the  power  to  act. 

Mr.  Lancaster.  Specifically,  I  don't  know  what  the  reasohing  is. 

Mr.  DEttKNBAOK.  Essentially,  the  point  I'm  making  is  if  a  goodlug. 
gestion  comes  along,  and  this  sounds  to  me  like  a  good  suggestion— the 
question  is  :  Do  we  need  the  right  statute  to  give  authority  to  sOmeone 
to  do  what  should  be  done,  or  do  we  heed  to  apprise  somebody  to  move 
under  already  existing  statutory  authority  to  do  what  heeds  to  be 
done?  .  .  1 

We  will  do  further  exploring  on  thttt^  but  I  thfenk  you  Veiy  hiuch 
for  your  testimony.  >  ■ 

Mr.  O'Hara.  Our  final  witness  this  morning  will  be  Dr.  Rfembert 
Stokcsi  president  Of  Wilberforce  Uttivei'Sity,  Wilberfbrce,'  Ohio:  Iri  ad- 
dition  to  the  many  other  cHsefe  and  problems  'which  a  college  Must 
face  these  days,  Wilberforce  liad  to  contend  it'8ho¥t  tirpe  ago  With 
the  consequences  of  a  tornado  which  d^ta^ated  tHel'  camtitig  Of  this 
outstanding  institution.  We  will  heaj?  what  ,yo\!i  h'f{v6  to  f)r. 
Stokes,  With  the  realization  that  there  areh't  Wi^ny  college  pk-esiddnts 
who  have  had  exactly  the  kind  of  experience  you  }idv6  had  With  what 
we  somfetitti^s  Call  the  Winds  of  change*  .  ■ 

ssAmm  OF  BR.  mLWm  mom,  mmom,  mmmmct 

BEII  PAS',  tTB»B»At  BOCiRAM 

ph  ^TOKES.  Mr;  Chairman  and  members  of  the  special  subcom- 
mittee. We  have  lived  through  the  crisis  of  the  tornadd  and  the  first 
and  foremost  thing,  after  enduring  the  fury  of  that  natural  ©vent,  we 
are  lUst  happy  to  be  alive  and  iom  able  to  contemplate  further  our 
problems,  as  grave  as  they  are,\but  we  are  also  grateful  hv  the  tre- 
mendous response  of  the  Federal  Government  and  the  many  agencies 
m  the  Office  of  Education  now  that  you  have  given  us  special  assistance 
during  this  time. 

.   Mr.  Chairman,  1  appear  before  you  to  present  testimony  relating  to 
student  Loans.  As  president  of  Wilberforce  University  my  observations 
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and  recommendations  dovivo  from  tliese  unique  institutional  cliarac- 
tenstics!^ 

\  (1)  It  is  the  oldest  black  college,  with  118  years  of  continuous  educa- 
tional effort. 

(2)  It  is  the  only  black  college  totally  committed  to  cooperative 
education. 

(8)  Historically,  it  has  a  balanced  and  national  student  body. 

In  the  Wilberforce  experience,  especially  over  the  past  10  years,  the 
loan  has  become  the  keystone  of  the  four  building  blocks  of  our  finan* 
cial  aid  program.  In  a  day  of  "entitlement"  in  the  Federal  guaranteed 
student  loan  is  the  indispensable  filler  after  family  scholarship-grant 
and  job. 

The  guaranteed  student  loan  falls  short  in  three  characteristics : 

(1)  Accessibility. 

(2)  Negotiability. 

(3)  After-college  impact. 

AOOESSIBIUTT  1 

Students  from  rural  Georgia  or  studentsj  f rom  innercity  Phila- 
delphia find  It  extremely  difficult  to  assess  the  student  loan  possibili- 
ties of  their  local  banks.  Restrictive  regulations  further  limit  and  dis- 
courage the  beginning  student*  Recommendation  re  accessibility :  Make 
colleges  like  wilberforce  bona  fide  lenders;  allow  loans  to  freshmen; 
allow  yearly  maximum  of  $8,t)0Cf, 

YN^^OtlABlUW 

"We  must  be  able  to  convert  student  notes  to  cash  promptly  and  in 
full  value— oUr  experience  since  April  is  not  encouraging.  Neither 
commercial  banks  nor  agencies  of  government  seem  Prepared  to  liqui- 
date oui<  notes.  Recommendation  re  negotiability;  OlariJ^f  ''due  dili- 
genoB,"  employ  bo^ided  outside  entities  if  necessaiy-^but  act  promptly 
on  FjederaVgtiarantee.  Develop  accrediting  and  certifying  bodies,  State 
by  ,  State,  to  control  and  audit  college  fiscal  and  loan  policies.  Structure 
interest  subsidy  so  that  GSL  will  bo  competitive  on  the  organized 
nioney  ijtiarkets.  '  \ 

■  ,      /  Amn-COIAEOB  IMPACT 

i  Willserforce  students  secure  loans  from  multiple  sources  over  the 
4  to  6  years  it  takes  them  to-graduate.  After  graduation  comes  the 
reitlization  1  Each  loan  program  has  its  own  independent  repayment 
rt^inimum,  and  the  total  is  frequently  near  to  impossible. 

On  top  of  .the  above,  we  find  niari-iage  still  a  popular  custom,' and 
very- frequently  two  Wilberforceans.  How  does  this  new  family  create 
an  economic  future  when  they  combine  their  loan  obligations?  How 
can  they  consider  a  family?  Recommendation  re  after-college  impact'. 
First}  there  needs  to  be  a  means  of  renegotiation.  There  needs  to  be  an 
individualirsed  program  of  repayment  which  considers  family  income 
and  which  pools  all  of  the  family's  obligations. 

Second,  there  needs  to  be  a  societal-benefit  '/write-off**  as  in  NDSL. 
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SUMMAHY  . 

A  veusonable  Federal  lonii  program  can  produce  a  new  generation  of 
creative  and  producti\e  citizens— it*  the  program  is  not  handicapped 
by  the  conservative  banltin^'  value  which  would  expect  capital  equity 
in  student  and  institution  alike.  .      ,         ,  , 

Wilberforce  University  suggests  that  you  examine  the  attacliett 
chart,  "The  Wilbert'orce  Plan'^  to  realize  how  willing  and  able  the 
low-income  student.  Note  that  the  student  commitment  covered  79 
percent  of  his  needs  in  1971-72.  Note  that  he  earned  56  percent  of  his 

But  realize  the  increasing  importance  of  accessible,  negotiable  and 
reasonable  Federal  student  loaiis.  .       .   „  ,  , 

I  thank  you,  Mr.  Chairman.  I  have  with  me  the  Federal  program 
director,  Mr.  Campbell  Graf,  who  over  the  past  8  years  has  placed 
several  thousand  students  in  co-op  jobs.  • .    »  i. 

If  I  could  just  allow  him  a  moment  to  say  a  woid  about  this  chart, 
this  study,  he  has  made  concerning  grants  and  loans  in  jobs,  I  would 
appreciate  it  very  much. 

[The  document  referi'ed  to  follows  j] 

TMB  WlLBERFORCe  PLANS,  1971-72--A  12.M0NTH.A.YBAft  PBOORAM  FOR  A  StUDESI! 
P0l»tJLA'«0N  WHICU  AVteBAOED  1187  ... 


 ""v^ 


ERIC 


207 


Exponditure 

Por  student 

'  .  Peroent 

ElomanUofexpfnsft: 

$1,270 
910 
1,670 

33 
24 
43 

im 

100 

Etem«nt$  Of  fundlngt 

2,166 
803 
653 
228 

■  i? 

17 
6 

Total  furtdine  . 

<%  OCA 

3,850 

100 

EloinanU  of  earnings: 

500 
1,680 

23 
77 

2,180' 

100 

WILBERFORGE  UNIVERSITY 

STUDENT  INCOME  AND  EXPENSE 

(1,163  students  (iverigs)] 

Amount 

Average 

Percent 

Expense,  by  plan  groupst 
P  an  1-^-3  study/no  work, 


   iy/nov 

Pjan  2-2  study/no  wo^li.. 
Plan  3-1  study/2  work.. 
Plan  4^2  sjudy/l  work.. 
Plan  5— I  study/no  work.. 
Plan&-1  $tudy/l  work.. 


$1,995,000 
255,000 
920,000 
890,000 
225,000 
890,008 


Total  expense  ,   5,175,058 


form 


1036^  Income,  by  source: 
|6  veterans'  Administration. 
E5  Social  Security...  


38,984 
31200 


t4i450 


E9  State  grants  ;  

11  inMitutionai  scholarships. 

|4  loans,  other  

E2  tnstitional  loins  

.Total  

47  NOSL  *  


164,000 
41  386 
53,712 
0 


329,282 
819,626 


Perents-Non'SEOQ  students. 
F3  Parents-SEOOMudents.. 
13  Go-op-Non-CWSP. 


1  Campus  ]obs--Non'GWSP.. 
Total  


E3  CO'opiobs-GWSP... 
El  Gam^usjobs-GWSPi. 


Total. 


COO.. 
Total  Income. 


283 
705 


6 
16 


250,000   i  ,  . 

129,000                  .  .  !i* 

1,535  280   :     : ! 

..  2,157,795 

1^355 

42 

610,100  .... 

.4  1,021,205 
847,150 

878 
728 

20 
16 

5,175,058 

4,450 

100 

Mr.  P*Hara.  We  would  appreciate  him  coming  up  and  testifying 
about  the  chart.  t 

Mr.  OttAf.  As  cooperative  education  has  become  an  integral  part, 
you  will  find  that  the  student  costs  represented  in  these  three  elements 
of  the  inner  circhng  out  to  48  percent  for  his  cost  of  living  and  work- 
ing, and  24  percent  for  the  campus  living  and  83  percent  for  the  cam- 
pus academic. 
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Then,  ho  starts  to  meet  thoso  costs,  our  stutlenta  are  earning  enoiigh 
to  meet  all  off-campus  costs  and  move  halfway  through  campus  living 
costs.  The  family  percentage  is  6  percent,  a  litte  moi-e  in  campus 
living  and  then  you  start  from  here  over  here  and  the  grants,  wh^ither 
scholarships  or  governmental  grants,  cover  two-thii-ds  perhaps  of 
campus  academic  and  then  the  loan  fills  in  the  gaps.  He  mentionea 
the  necessary  filler  on  the  loan  end.  On  an  individual  basis  that  allows 
at  the  moment  when  we  need  it  to  complete  the  package  and  makes  it 
a  reasonable  way  for  the  youngster  to  go,  . 

I  think  that  <i  lot  of  the  questions  we  have  heard  this  morning  become 
somewhat  more  pragmatic  because  when  we  have  an  employer  in- 
volved aiid  he  sees  potential  for  a  youngster,  an  awful  lot  of  repay- 
ment and  the  problems  of  how  a  man  controls  finances,  and  whether 
colleges  get  into  the  business  of  lending  becomes  really  superficial 
because  tie  youngster  is  going  to  work  at  a  given  employer  site  and 
wants  to  build  a  home  or  whatever  else,  and  he  is  going  to  protect 
his  credit  and  the  employer  also  will  look  to  catching  his  credit  and 
protection  of  his  credit  image. 

Mr.  O'Haiia.  Thank  you  very  much.  . 

Dr,  Stokes,  i  don't  think  this  subcommittee  has,  in  the  time  I  have 
been  chairman,  ever  had  a  witness  that  said  so  much  in  just  a  few 
words,  so  I  want  to  award  you  the  loving  cup- for  that. 
'  Dr.  Stokes.  Thank  you,  Mr.  Chairman. 

Mr.  O'Hara.  And  were  you  a  graduate  of  Wilberforce? 

Dr.  Stokes.  YesJ  I  am.  .  ,  ,  '   »    ,  " 

Mr.  O'Haba.  I  will  tell  you  Wilberforce  gives  a  good  education  be- 
cause  you  have  been  able  to  put  it  all  in  a  nutshellaild  I  don't  think 
I  ever  had  a  better  witness.  I  want  you  to  know  that  to  start  off  with. 

Dr.  Stokes.  Thank  you.  , ,     "   ,   ,     , .« 

Mr.  O'Hara.  The  points  you  make  are  really  excellent  and  they  are 
points  that  we  have  l)een  concerned  about.  The  whole  business  of  ac- 
cessibility, clearly,  the  argument  could  be  made  thai  the  loan  .that 
is  obtained  from  the  college  is  much  mom  accessible  thaiti  the  one 
when  you  have  to  go  to  a  pnvate  lender,  but  if  the  college  is  the  lender, 
essentially  there  are  two  complaints  made,  and  one  is  if  the  college 
is  the  lender,  the  defMt  rate  will  go  up  and  the  delinquency  rate, 
and  they  are  not  go^ig  to  be  as  good  about  collecting  and  it  js  not 
going  to  seem  as  real  an  obligation  as  it  would  seem  if  tney  went  down 
to  the  marble  halls  of  the  banks  and  met  with  the  stbhy-hearted  presi- 
dent and  had  him  ^are  at  them  for  a  while  and  tell  them  what  a  favor 
he  was  doing  them.  ^      „    .;  V  » 

I  don't  know  about  that,  it  may  be  so.  Secondly,  it  has  been  said 
that  only  the  wealthy  institutions  would  be  able  to  finance  this  kmd 
of  operation  and  that  the  less  well-endowed  colleges  would  ]ust  be 
squeezed  right  out.  ^      .       ,         .  • 

I  Would  Rke  to  hear  from  you  on  this.  What  about  the  question  of 
delihquency  and  default  I  What  lias  your  experience  been^?  HdW  does  it 
compare  to  the  general  experience?    ,  .      » ,  * 

Dr.  Stokes.  It  has  been  a  very  serious  question  with  us.  I  am  surd 
initially,  through  the  NDSL  program,  we  did  not  give  enough  orien- 
tation to  the  studont  about  his  obligations,  ahd  many  students,  I  am 
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siiw,  of  our  colleges,  consldef  tliese  loans  as  grants  which  they  were 
not  expec^^d  to' repay.  ,.  a 

So  we  have  improved  our  program  of  preloan  counselms  and  post- 
loan  counseling  and  when  the  student  makes  his  exist  from  tlie  college, 
we  have  tightened  up  our  procedures  considerably.  In  the  earher  years 
when  our  efforts  of  collection  wei^e  made  artd  so  forth,  of  course  the 
job  opportunities  had  not  been  a^  plentiful  for  bltick  students  as  they 
are  today  and  especially  now  with  our  co-op  education  program,  and 
the  students  getting  job  orientation  and  some  personal  financial  respon- 
sibility as  he  completes  his  education,  this  has  been  iinproved. 

But  I  agree,  when  the  college  does  it,  there  is  still  a  likelihood  of 
a  greater  length  of  time.  , 

Mr.  O'Hara.  But  you  aren't  one  of  the  wealthy  institutions,  you 
aren't  very  well  to  do,  I  don't  suppose,  I  mean  the  fact  you  have  been 
able  to  run  a  loan  program  suggests  that  sometimes  less  well-endowed 
institutions  are  able  to  run  loan  progi-ams  if  they  want  to.  • 

Dr.  Stokes.  Well,  we  have  had  difficulties  in  funding  our  loans. 
We  have  now  gained  our  FISL  license  and  we  have  perhaps  at  the 
moment  for  the  past  two  terms  about  a  quarter  million  dollars  in  loans 
that  we  would  like  to  have  purchased  by  some  agency. 

Mr.  O'tLvUA.  Where  do  you  get  your  capital  for  the  FISL  loans  that 
you  mentioned?  ,       n  i. 

Dr.  Stokes.  That  is  our  problem.  We  have  not  as  yet  been  able  to 
find  a  commercial  bank  to  buy  the  loans,  so  we  are  in  negotiations  now 
with  a  Chicago  bank,  but  it  has  not  happened  yet.  This  poses  a  serious 
problem  for  us.  ,    ,      l\     a.  l' 

Mr.  O'Hailv.  I  assume  that  is  the  same  Chicago  bank  that  has  testi* 
ficd  to  us  before. 
Dr.  Stokes.  Right.  ,  • 

Mr.  O'Hara.  It  happens  we  are  ^•oting  on  something.  I  am  going 
to  try  to  learn  from  your  example  and  not  spend  a  long  tune  on  ques- 
tioning vou  and  we  are  going  to  nave  to  leave  in  about  5  minutes.  I  will ' 
ask  Mr.'Dellenback  if  he  had  been  inspired  enough  to  ask  a  couple  of 
brief  questions.  ,  ,  *  i  ♦a  i 

Mr.  Dellenback.  Your  testimony  has  been  very  helpf  uL  Dr.  fetokes, 
and  we  thank  you  for  it.  T  would  just  ask  a  couple  of  followup  ques- 
tions that  are  not  simple;  you  stimulated  them  with  a  couple  of  your 
rccommendaiions.  Making  loans  by  Wilberforce  is  a  vital  interest.  . 
Dr.  Stokes.  I  am  speaking  predominently  here  of  the  fact  that  it 

can  cause  universities  like  W^ilberforce  problems.  

Mr.  Dellekback.  Should  we  be  difficult  in  allowing  colleges  to 
qualify,  or  should  we  be  lax? 

Dr.  Stokes.  I  am  sure  there  would  have  to  be  due  diligence  and  l 
think  fau'ly  stringent  requirements  should  be  placed  upon  colleges  m 
making  loans.  .  ^        „  ,   .     ,   ,  . 

Ml'.  Deiaenbaok.  You  would  have  colleges  directly  involved  in 
making  loans,  as  one  of  the'  earlier  witnesses  suggested,  but  you  would 
put  restrictions  on  their  qualifying? 
Stokes* 

Mr.  Dellenbaok.  You  talk  about  a  maxhnum  of  $8,000.  Is  it 
important  to  raise  the  limit?  '  . 

Dr.  Stokes.  I  think  it  is  for  some  students,  even  as  they  move 
through  their  co-op  period,  going  into  Very  low-paying  kinds  of  vo- 
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cations  initially.  They  would  not  i-eceive  the  kind  of  remttnemtion 
in  these  jobs  for  these  three  trimesters  they  worked  to  afford  them  the 
kind  ofyield  to  meet  their  tuitions  when  they  return  to  college. 

Mr.  pELtBNBACK.  You  have  heard  the  earlier  conunents  on  loan 
limitations  and  the  difficulties  that  face  those  ^\\th  loans  in  future  years. 
Shouldn't  we  be  trying  legislatively  to  make  dollai-s  available  to  permit 
t]\e  students  to  get  their  education,  but  keep  it  as  low  a  figure  as  possible 
so  that  the  student  does  not  go  out  and  find  himself  or  herself 
smothered  by  the  loan  balance? 

Dr.  Stokes.  Well,  yes,  on  an  individual  basis.  I  think  this  is  abso- 
lutely  true. 

Ml-.  Dbli.knback.  It  seems  almost  necessary;  it  is  almost  an  in- 
evitable consequence  that  a  student  will  attempt  to  go  to  the  maximum 
and  that  the  institution  will  tend  to  permit  the  maximum. 

Dr.  Stokes.  Without  very  careful  administration  of  that,  I  admit 
the  danger  m  that  possibility. 

Mr.  DBU.EN11A0K.  While  many  institutions  have  first-rate  loan  offices, 
we  have  heard  testimony  that  there  is  a  sizable  number  of  institutions 
where  loan  programs  are  less  than  adequately  administered.  But,  that 
IS  not  part  of  the  question. 

^  Your  comment  on  structuring  the  subsidy  so  it  will  be  a  competi- 
tively organized  money  market  is  fundamental,  and  it  must  be  so.  The 
prior  witness  testified  even  though  there  is  a  great  deal  of  public  serv- 
ice  involved  they  are  not  going  to  subsidize  it.  Tliey  want  protection. 

One  last  question  on  the  financial  recommendation  under  your  third 
point  dealing  with  a  societal  Insnefit  "write-off."  That  is  one  of  the 
points  that  Congress  has  been  working  its  way  toward,  find.  there 
lire  all  sorts  of  difficulties  and  problems  attached  to  it.  Would  you  limit 
very  narrowly  the  write-off,  so  that  only  if  the  student  does  certain 
very  stringent  things  that  there  would  be  a  write-off? 

Dr.  Stokes.  Yes;  I  think  that  cei-tain  vocational  choices  such  as 
•  teaching  and  some  other  types  of  public  service  jobs  which  would 
be  filled  for  X-number  of  years  would  give  him  some  reduction  in 
amount  to  be  pnid. 


given  our  oversiipply  of  teachers. 

Dr.  Stokks.  Tins  is  true,  too;  but  I  think  it  ought  to  be  some  other 
types  of  public  sei'vice  jobs  which  are  traditionally  low-paying  which 
might  be  considered  the  kind  of  jobs. 

Mr.  Dkllenback.  I  wish  there  were  more  time  because  I  Would  liko 
to  follow  up  some  other  areas,  but  may  I  close  by  saying  I  thank  you 
personally  for  what  I  think  is  helpful  and  very  welcome  testimony. 
Dr.  Stokes.  Tluink  you  very  much. 
Mr.  O'Haka.  Thank  you  very  much;  Dr.  Stokes. 
Today's  hearing  concluded  the  testimony  on  the  loan  component, 
though  t  will  ask  unanimous  consent  that  the  staff  may  receive  and 
make  a  part  of  the  hearing  record  other  data  relevant  to  the  loan 
pmgram. 

Tomorrow  we  will  tui'U  to  problems  of  graduate  education,  and 
specifically  on  financial  assistance  to  graduate  students.  Our  witness 
will  be  from  the  National  Board  on  Graduate  Education. 
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The  subcommittee  stands  adjouvned  until  10  o'clock  tomorrow  mom- 
ing  in  room  2261,  this  building. 

[Whereupon  at  12sl0  p.m.,  the  subcommittee  adjourned,  to  recon- 
vene the  following  day  at  10  a.m.] 


[The  following  material  was  submitted  for  the  record :] 

IBxeeriitB  from  the  Hlghor  Education  Act  of  1065  as  amended,  and  other  legtshitlonj 

HIGHER  EDUCATION  ACT,  TITLE  IV 

Part  B—Federal,  State,  and  Private  Programs  op  liOW-lNTEREsr 
.  Insured  Loans  to  Students  in  Institutions  op  Higher  Educa- 
tion * 

statement  op  purpose  and  appropriations  authorized 

Sec.  421.  (a)  The  purpose  of  this  part  is  to  enable  the  Commis- 
sioner (1)  to  encourage  States  and  nonprofit  private  institutions  and 
organizations  to  establish  adequate  loan  insurance  programs  for  stu- 
dents in  eligible  institutions  (as  defined  in  section  435),  (2)  to  pro-' 
vide  a  Federal  program  of  student  loan  insurance  for  students  or 
lenders  who  do  not  have  reasonable  access  to  a  State  or  private  non- 
profit program  of  student  loan  insurance  covered  by  an  agreement 
under  section  428(b),  (8)  to  pay  a  portion  of  the  interest  on  loans 
to  qualified  students  which  are  made  by  a  State  under  a  direct  loan 
program  meeting  the  requirements  of  section  428(a)  (1)  (B),  or  which 
are  insured  un^r  this  part  or  under  a  program  of  a  State  or  of  a 
nonprofit  private  institution  or  organization  which  meets  the  re- 
quirements of  section  428(a)  (1)  (0),  and  (4)  to  guarantee  a  portion 
oif  each  loan  insured  under  a  program  of  a  State  or  of  a  nonprofit 
private  institution  or  organization  which  meets  the  requirements  of 
section  428(a)(1)(C). 

(b)  For  the  purpose  of  carrying  out  this  part— 

(1)  there  are  authorized  to  be  appropriated  to  the  student  loan 
insurance  fund  (established  by  section  481)  (A)  the  sum  of 
$1,000,000,  and  (B)  such  further  «ums,  if  any,  as  may  become 
necessary  for  the  adequacy  of  the  student  loan  insurance  fund, 

(2)  there  are  authorized  to  be  appropriated,  for  pa^fments 
under  section  428  with  respect  to  interest  and  administrative  cost 
allowances  on  student  loans  and  for  payments  under  section  437, 
such  sums  for  the  fiscal  year  ending  June  30, 1966,  and  succeeding 
fiscal  years,  as  may  be  required  therefor,        ,  ^.^  

(3)  there  is  authorized  to  be  appropriated  the  sum  of  $17,600,- 
000  for  making  advances  pursuant  to  section  422  for  the  reserve 
funds  of  State  and  nonprofit  private  student  loan  insurance 
programs,  and  ^       .  ...  * 

(4)  there  is  authorized  to  be  appropriated  the  sum  of  $12,- 
500,000  for  making  adva'ices  after  June  80,  1968,  pursuant  to  sec* 

i"ThP  Wwprwney  inmired  StiidenifiOfttt  Act  of  lOdO**  tnodifleB  title  IV-3  with  mm\ 
it  special  auSSes  for  leaders     inetired  student  loans.  Teit  appeare  on  page  20S. 
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tion  422  for  the  reserve 'funds  of  St^jJs  and  nonprofit  priVate 
student  loan  insurance  programs.  '  .  .  ' 

Sums  appropriated  under  clauses  (1),  (2)  and  (4)  of  this  subsection 
shall  remain  available  until  expended,  and  sums  appropriated  tuider 
clause  (3)  of  this  subsection  shall  remain  available  for  advances  under 
section  422  until  the  close  of  the  fiscal  year  ending  June  30, 1968. 

■  (20  IJ.S.O.  IWl)  Enacted  Nov.  8, 1S0B»  P.L,  8»-329,  Title  XV,  sec.  421, 79  Stat. 
123d!  amended  Aug.  8, 1968,  p.L.  90-460,  sees.  2, 3, 82  Stat.  635-6;  amended  Oct, 
16, 1968,  P.L.  90-575,  Title  1,  sees.  113, 114, 119, 82  Stat.  1020, 1021, 1027. 

ADVANCES  POn  RESERVE  FUNDS  OP  STATtS  AND  NONPROFIT  HttVATB  WAN 

INSURANCE  PROGRAMS 

Sec.  422.  (a)  (1)  From  the  sums  appropriated  pursuant  to  clauses 
(3)  and  (4)  of  section  421  (b) ,  the  Commissioner  is  authoriised  to  make 
advances  to  any  State  with  which  he  has  made  an  agreement  pursuant 
to  section  428(b)  for  the  purpose  of  helping  to  establish  or  strengthen 
the  reserve  fund  of  the  student  loan  insurance  program  covered  by  that 
agreement.  If  for  any  fiscal  year  a  State  does  not  have  a  student  loan 
insurance  program  covered  by  an  agreement  made  pursuant  to  section 
428(b),  and  the  Commissioner  determines  after  consultation  with  the 
chief  executive  officer  of  that  State  that  there  is  no  reasonable  likeli- 
hood that  the  State  will  have  such  a  student  loan  insurance  program 
for  such  year,  the  Commissioner  may  make  advances  for  such  year  for 
the  same  purfiose  to  one  or  more  nonprofit  private  institutions  or  or- 
ganizations with  which  he  has  made  an  agreement  pursuant  to  section 
428(b)  in  order  to  enable  students  in  that  State  to  participate  in  a 
program  of  student  loan  insurance  covered  by  such  an  agreement.  The 
Commissioner  ma;f  make  advances  under  this  subsection  both  to  a 
State  program  (with  which  he  has  such  an  agreement)  and  to  one  or 
more  nonprofit  private  institutions  or  organisations  (with  which  he 
has  such  an  agreement)  in  that  State  if  he  determines  that  such  ad- 
vances are  necessary  in  order  that  students  in  each  eligible  institu- 
tion have  access  through  such  institution  to  a  student  loan  insurance 
program  which  meets  the  requirements  of  section  428(b)(1). 

(2)  Xo  advance  shall  be  made  after  June  30, 1968,  unless  matched 
by  an  equal  amount  from  non-Federal  sources.  Such  equal  amoUnt 
may  include  the  unencumbered  non-Federal  portion  of  a  reserve  f  t,md« 
As  used  in  the  preceding^  sentence,  the  term  "unencumbered  non- 
Federal  portion"  means  the  amount  (determined  as  of  the  time  im- 
mediately preceding  the  making  of  the  advance)  of  the  reserve  fund 
leas'  the  greater  of  (A)  the  sum  of  (i)  advances  made  under  this  sec- 
tion prior  to  July  1,  1968.  (ii)  an  amount  equal  to  twice  the  amount 
of  advances  made  under  this  section  after  June  30,  1968^  and  before 
the  advance  for  purposes  of  which  the  determination  is  made,  and 
(iii)  the  proceeds  of  earnings  on  advances  made  under  this  section* 
or  (B)  any  amount  which  is  required  to  be.  maintained  in  such  fund 
pursuant  to  State  law  or  regulation,  or  by  agreement  with  lenders^ 
as  a  reserve  against  the  insurance  of  outstanding  loans. 

(3)  Advances  pursuant  to  this  subsection  shall  oe  upon  such  terms 
and  conditions  (including  conditions  relating  to  the  time  or  times  of 
payment)  consistent  with  the  requirements  of  section  428(b)  as  the 
Commissioner  determines  will  best  carry  out  thr<  purposes  of  this 
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section^  Advances  made  by  the  Commissioner  iinder  thia  subsection 
shall  be  ret>aid  within  such  period  as  the  Commissioner  may  deem  to 
be  appropriate  in  each  case  m  the  light  of  the  maturity  and  solvency 
of  the  reserve  fund  for  which  the  advance  was  made.  . 

(b)  (1)  The  total  of  the  advances  to  any  State  prior  to  Julv  1, 1968, 
pursuant  to  subsection  (a)  may  not  exceed  an  amount  which  bears  the 
same  ratio  to  2%  per  centum  of  $700,000,000  as  the  population  of  that 
State  aged  eighteen  to  twenty- two,  inclusive,  bears  to  the  total  popu* 
lation  of  all  the  States  aged  eighteen  to  twenty-two,  inclusive*  The 
amount  available,  however,  for  advances  to  any  State  for  each  fiscal 
year  ending  prior  to  July  1,  1968,  shall  not  be  less  than  $25,000,  and 
any  additional  funds  needed  to  meet  this  requirement  shall  be  derived 
by  proportionately  reducing  (but  not  below  $28,000  per  year),  the 
amount  available  for  advances  to  each  of  the  remaining  States.  Ad- 
vances to  nonprofit  private  institutions  and  organizations  prior  to 
July  1, 1968,  pursuant  to  subsection  (a)  may  be  in  such  amounts  as  the 
Commissioner  determines  will  best  achieve  the  purposes  for  which  they 
are  made,  except  that  the  sum  of  (1)  advances  to  such  institutions  and 
organizations  for  the  beneiit  of  students  in  any  State  plus  (2)  the 
amounts  advanced  to  such  State,  may  not  exceed  the  maximum 
amount  which  may  be  advanced  to  that  State  pursuant  to  the  first  two 
sentences  of  this  subsection* 

(2)  The  total  of  the  advances  from  the  sums  appropriated  pur- 
suant to  clause  (4 J  of  section  421(b)  (A)  to  nonprofit  private  insti- 
tutions and  organizations  for  the  beneBt  of  students  m  any  State 
and  (B)  to  such  State  may  not  exceed  an  amount  which  bears  the 
same  ratio  to  such  sums  as  the  population  of  such  State  aged  eighteen 
to  twenty-two,  inclusive,  bears  to  the  population  of  all  the  States  a^d 
eighteen  to  twentv-two,  inclusive,  but  such  advances  may  otherwise 
be  in  such  amounts  as  the  Commissioner  determines  will  best  achieve 
the  purpose^  for  which  they  are  made*  The  amount  available,  how- 
ever, for  advances  to  any  State  shall  not  be  less  than  $25,000,  and  any 
additional  funds  needed  to  meet  this  requirement  shall  be  derived  by 
proportionately  reducing  (but  not  below  $25,000)  the  dmount  avail- 
able for  advances  to  each  of  the  remaining  States. 

(8)  For  the  purposes  of  this  subsection,  the  population  aged  eight- 
een to  twenty-two,  inclusive,  of  each  State  and  of  all  the  States  shall 
be  determined  by  the  Commissioner  on  the  basis  of  the  most  recent 
satisfactory  data  available  to  him* 

(20  t.S.a  1072)  Btiacted  Nov.  s/lMS,  P.t.  8{>-829,  IHtle  IV»  sec.  422, 79  Stat. 
1286;  amended  Nov.  8*  19Q6«  P.L.  S9-762,  dec.  11«  80  Stat.  1248;  amended  Oct.  16» 
1968,  P.t/.  90-676,  Title  I,  sec.  114,  82  Stat.  1021. 

if 

tttr&Cm  OF  AOGQtrATE  N0l4'«1?E0BRAIi  PROORAMS 

Sec.  428.  (a)  Except  as  provided  in  subsection  (b))  the  Oonunis- 
sioner  shall  not  issue  certificates  of  insurance  under  section  429  to 
lenders  in  a  State  if  he  determines  that  every  elip(ible  institution  has 
reasonable  access  in  that  State  to  a  State  or  private  nonprofit  student 
loan  insurance  program  which  is  covered  by  an  agreement  under  sec- 

(h)  The  Commissioner  may  isstte  certificates  of  msurance  under 
section  429  to  a  lender  in  a  State— 
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(1)  for  insurance  of  a  loan  made  to  a  student  borrower  who 
does  not,  by  reason  of  his  residence,  have  access  to  loan  insurance 
under  the  loan  insurance  program  of  such  State  (or  under  any 
private  nonprofit  loan  insurance  program  which  has  received  an 
advance  under  section  422  for  the  benefit  of  students  m  such 
State), or  ,  ,         ,  ■ 

(2)  for  insurance  of  all  of  the  loans  made  to  student  boiTowers 
by  a  lender  who  satisfies  the  Commissioner  that,  by  reason  of  the 
i-esidence  of  such  borrowers,  he  will  not  have  access  to  any  sinde 
State  or  nonprofit  private  loan  insurance  program  which  will 
insure  substantially  all  of  the  loans  he  intends  to  make  to  such 
student  borrowers. 

(20  U.S.C.  1073)  Enacted  Nov.  8, 1065,  P.L.  80-820,  Title  IV,  sec.  428,  70  Stat 
1237  i  amended  Oct.  16, 1068,  P.L.  00-575,  sec.  119, 82  Stat.  1026. 

SCOPE  AND  DURATION  OF  FEDERAL  IiOAN  INStJRANCE  PROGRAM 

Sec.  424  (a)  The  total  principal  amount  of  new  loans  made  and 
installments  paid  pursuant  to  lines  of  credit  (as  defined  in  section 
435)  to  students  covered  by  Federal  loan  insurance  under  this  part 
shall  not  exceed  $1,400,000,000  for  the  fiscal  year  ending  June  30, 1972, 
{61,600,000,000  for  the  fiscal  year  June  80, 1973,  $1,800,000,000  for  the 
fiscal  year  ending  June  30,  1974,  and  $2,000,000,000  for  the  fiscal  year 
ending  June  30, 1976.  Thereafter,  Federal  loan  insurance  pursuant  to 
this  part  may  be  granted  only  for  loans  made  (or  for  loan  install- 
ments paid  pursuant  to  lines  of  credit)  to  enable  students,  who  have 
obtained  prior  loans  insured  under  this  part,  to  contmue  or  complete 
their  educational  program;  but  no  insurance  may  be  granted  for  any 
loanmadeorinstallmentpaidafter  June  30, 1979.  , 

(b)  The  Commissioner  may,  if  he  finds  it  necessary  to  do  so  in  order 
to  asaure  an  equitable  distribution  of  the  benefits  of  this  part,  assign, 
within  the  maximum  amounts  specified  in  subsection  (a) ,  Federal  loan 
insurance  quotas  applicable  to  eligible  lenders,  or  to  States  or  areas, 
and  may  from  time  to  time  reassign  unused  portions  of  these  quotas. 

(20  tJ.S.0. 1074)  Enacted  Nov.  8, 1065.  P.L.  80^20,  Title  IV,  sec.  424.  TO  Stat. 
1237  J  amended  Aug.  8, 1968,  P.L.  00-480,  sec.  1,  82  Stat.^6845  amended  Oct.  16, 
1068,  P.L.  00-575,  Title  I,  sec.  112,  82  Stat.  1020?  amended  June  28,  1072,  P.L. 
92-318,  sec.  132(a),  86  Stat  261. 

LIMITATIONS  ON  INDIVlDtfAt  FEDERALLY  INStmSD  LOANS  AND  ON  FEDERAL 

LOAN  INStTRANCE 

Seo.  426.  (a)  The  total  of  the  loans  mad©  to  a  student  in  any 
academic  year  or  its  equivalent  (as  determined  under  regulations  of 
the  Commissioner)  which  may  be  covered  by  ^Federal  loan  insurance 
under  this  part  may  not  exceed  $2,500,  except  in  cases  where  the  Com- 
missioner determines,  pursuant  to  regulations  prescribed  by  him,  that 
a  higher  amouijit  is  warranted  in  order  to-carry  out  the  purposes  of, 
this  part  with  respect  to  students  engaged  in  specialized  training  re; 
quiring  exceptionally  high  costs  of  education.  The  aggregate  insured 
unpaid  principal  amount  for  all  such  insured  loans  made  to  any  stu- 
dent shall  not  at  any  time  exceed  $7,600,  in  the  case  of  any  student  who 
has  not  succesfully  completed  a  program  of  undergraduate  education, 
and  $10,000  in  the  case  of  any  graduate  or  professional  student  (as 
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defined  by  regulations  oi  the  Commissioner  and  including  any  loans 
which  are  insured  by  the  Commissioner  under  this  part  or  by  a  State 
or  nonprofit  institution  or  organization  with  which  the  Commissioner 
has  an  agreement  under  section  428(b)  made  to  such  person  before  he 
became  a  graduate  or  professional  student).  The  annual  insurable 
limit  per  student  shall  not  be  deemed  to  be  exceeded  by  a  line  of  credit 
under  which  actual  payments  by  the  lender  to  the  borrower  will  not 
be  made  in  any  years  in  excess  of  the  annual  limit.  • 

(b)  The  insurance  liability  on  any  loan  insured  by  the  Commissioner 
under  this  part  shall  bit  100  per  centum  of  the  unpaid  balance  of  the 
principal  amount  of  the  loan  plus  interest.  The  full  faith  and  credit 
of  the  United  States  is  pledged  to  the  payment  of  all  amounts  which 
may  be  required  to  be  paid  under  the  provisions  of  section  480  or  437 
of  this  part. 

(20  V.S.0. 1075)  Enacted  Nov.  8, 1966,  P.L.  89-829,  Title  IV.  sec.  425,  79  Sf&t. 
1238:  amended  Oct.  16. 1968,  P.L.  99-R75,  Title.I.  sees.  119, 120, 82  Stat.  1023  and 
1027$  amended  June  23,  1972.  P.L.  92-^18.  sec.  182(a).  S6  Stat.  261;  further 
amended  June  23. 1972.  P.L.  92-^18,  sec.  132B(a),  86  Stat.  202. 

SOURCES  OP  FUNDS 

Sec.  426.  Iioans  made  by  eligible  lenders  in  accordance  with  this 
part  shall  be  insurable  by  the  Commissioner  whether  made  f  rom^  f  unds 
fully  owned  by  the  lender  or  from  funds  held  by  the  lender  in  a  trust 
or  similar  capacity  and  available  for  such  loans. 

(20  U.S.0. 1076)  Enacted  Nov.  8, 1966,  P,L.  89-829.  Title  IV.  sec.  426,  79  Stat. 
123& 

ELIOIBIUrr  OF  SltTOENT  BORROWERS  AND  TERMS.  OF  FEOERiVLLf  INSURED 

STUDENT  LOANS 

Sec.  427.  (a)  A  loan  by  an  eligible  lender  sball  be  insurable  by  the 
Commissioner  under  the  provisions  of  this  part  only  if^ 

(1)  made  to  a  student  who  (A)  has  been  accepted  for  enroll- 
ment at  an  eligible  institution  or,  in  the  case  of  a  student  already 
attending  such  institution,  is  in  good  standing  there  as  determined 
by  the  institution,  and  (B)  is  carrying  at  least  one-half  of  the 
normal  full-time  workload  as  determined  by  t|ie  institution  |  and 

(2)  evidenced  by  a  note  or  other  written  agreemenfc  which— 

(A)  is  made  without  security  and  '.  Ithout  endorsement, 
except  that  if  the  borrower  l^t  a  minor  and  such  note  or  other 
written  agreement  executed  by  him  would  not,  under  the 
applicable  law,  create  a  binding  6bligation,  endorsement  ma; 
berequirec^  • 

(B)  provides  for  repayment  (tixcepft  as  provided  in  sub- 
section (c))  of  the  principal  amount  of  th6  loan  in  install- 
ments over  a  period  of  not  less  than  fiv6  years  (unless  sooner 

.  repaid) .  nor  more  then  ten  years  beginning  not  earlier  than 
nine  months  nor  later  than  Qtie  year  after  the  date  on  which 
the  student  ceases  t6  carry  at  an  eligible  institution  at  least 
one-half  the  norwal  full-time  academic  \^orkload  as  deter- 
mined by  the  institution^  except  (i)  as  provided  in  clause  (C) 
below,  (li)  that  the  i)eiiod  6f  the  loan  may  hot  exceed  fifteen 
years  from  the  e^eeution  of.  the  ndte  or :  written  agreement 
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evidencing  it,  and  (iii)  that  the  note  or  other  written  instru- 
ment may  contain  such  provisions  relating  to  repayment  in 
the  event  of  default  in  the  payment  of  mterest  or  in  the 
payment  of  the  cost  of  insurance  premiums,  or  other  default 
by  the  borrower,  as  may  be  authorized  by  regulations  of  the 
Commissioner  in  effect  at  the  time  the  loan  is  made, 

(C)  provides  that  periodic  installments  of  principal  need 
not  be  paid,  but  ihteiast  shall  accrue  and  be  paid,  during  any 
period  (i)  during  which  the  borrower  is  pursuing  a^  full- 
time  course  of  study  at  an  "eligible  institution",^  (ii)  not  in  ex- 
cess of  throe  years,  during  which  the  borrower  is  a  member  of 
the  Armisd  Forces  of  the  Unitfed  States,  {iii)  not  in  excess  of 
three  years  during  which  the  borrower  is  in  service  as  a  volun- 
teer under  the  Peace  Corps  Act,  or  (iv)  not  in  excess  of  three 
years  during  which  the  borrower  is  in  service  as  a  full  time 
volunteer  under  title  VIII  of  the  Economic  Opportunity  Act 
of  19G4,  and  any  such  period  shall  not  be  included  in  determin- 
ing the  ten-year  period  or  the  fifteen-year  period  provided  in 
clause  (B)  above,         '  . 

(D)  provides  for  interest  on  the  unpaid  principal  balance 
of  the  loan  at  a  yearly  rate,  not  exceeding  the  applicable  maxi- 
mum rate  prescribed  and  defined  by  theBecretary  (within  the 
limits  set  forth  in  subsection  (b) )  on  a  national,  regional,  or 
other  appropriate  basis,  which  interest  shall  be  payable  in 
installments  over  the  period  of  the  loan  except  that,  if  pro- 

.  vided  in  the  note  or  other  written  agreement,  any  interest 
payable  by  the  student  may  be  deferred  until  not  later  than 
the  date  upon  which  repayment  of  the  first  installment  of 

Srinoipal  mils  due,  in  which  case  interest  that  has  so  accrued 
uring  that  period  may  be  added  on  that  date  to  the  principal, 

(E)  provides  that  the  lender  will  not  collect  or  attempt  to 
collect  from  the  borrower  any  portion  of  the  interest  on  the 
note  which  is  payable  by  the  Cfommissiorier  under  this  part, 
and  that  the  lender  will  enter  into  such  agreements  with  the 
Commissioner  as  may  be  necessary  for  the  purposes  of  section 
437, 

(F)  Vntitles  th6  student  borrower  to  accelerate  without 
penalty  repayment  of  the  whole  or  any  part  of  the  loan,  and 

(G)  contains  such  other  terms  and  conditions,  consistent 
with  the  provisions  of  this  part  and  with  the  regulations  is- 
sued by  the  Commissioner  pursuant  to  this  part,  as  may  be 
agreed  upon  by  the  parties  to  such  loan,  including,  if  agreed 
upon,  tt  provision  requiring  the  borrower  to  pay  to  the  lender, 
in  addition  to  principal  and  interest,  amounts  equal  to  the 
insurance  premiums  payable  by  the  lender  to  the  Commis- 
sioner with  respect  to  such  loan . 

(b)  No  maximum  rate  of  intefcst  presorihed  and  defined  by  the 
Secretary  for  the  purposes  of  clause  (2)(D^  of  subsection  (a)  may 
exceed  t  per  centum  pef  annum  on  the  unpaid  principal  balance  of  the 
loan. 

(o)  The  total  of  the  Payments  by  a  borrower  durinj^  any  year  of  any 
repayment  period  with  respect  to  the  a^fgregat^  amount  of  nil  loans 
to  that  borrowed  which  m  m  insured  under  this  part,  or  which  m 
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made  by  a  State  or  the  Commissioner  under  section  435(a)  (1)  (B)  or 
483,  respectively,  shall  not  be  less  than  $360  or  the  balance  of  all  of 
such  loans  (together  with  interest  therein),  whichever  amount  is  less, 

(20  U.S.0. 1077)  Enacted  Nov.  8, 1005,  P*L.  80-320,  Title  IV,  sec.  457,  70  Stat. 
1288,  amenaed  Nov.  8, 19C6,  1?.h.  80-704,  Title  XI,  sec.  1101  (b),  80  Stat,  1476} 
Amended  Au».  8,  1068,  P.L.  00-460,  sec.  2,  82  Stat.  0^5 ;  amended  Oct.  16, 1068, 
P.L.  90>575,  Titlti  I,  sec,  118, 110, 120^  82  Stat.  1021, 1023, 1027 ;  amended  June  23, 
1072,  P.L.  92-318,  see.  182B(b),  86  Stat.  262;  further  amended  June  23, 1072,  P.L. 
02~318.8ec.  lS2C(c),  86  Stat.  203. 

FEDERAL  PAYMENTS  TO  REDUCE  STUDENT  INTEREST  COSTS 

Sec.  428,  (a)  .  . 

(1)  Each  student  who  has  received  a  loan  for  study  at  an  eligible 
institution-— 

^ A)  which  is  insured  by  the  Commissioner  under  this  part} 

(B)  which  was  made  under  a  State  student  loan  program 
(meeting  criteria  prescribed  by  the  Commissioner),  and  which 
was  contracted  for,  and  paid  to  the  student,  withm  the  period 
specified  by  paragraph  (6)  j  or . 

(C)  which  is  insured  under  a  program  of  a  State  or  of  a  non- 
profit private  institution  or  organization  which  was  contracted 
for,  and  paid  to  the  student,  within  the  period  specified  in  para- 
graph (6),  and  which— 

(i)  in  the  case  of  a  loan  insured  prior  to  July  1,  1967, 
was  made  by  an  eligible  lender  and  is  insured  under  a  pro- 
gram which  meets  the  requirements  of  subparagrph  (E) 
of  subsection  (b)(1)  and  provides  that  repayment  of  such 
loan  shall  be  in  installments  beginning  not  earlier  than  Fixty 
days  after  the  student  ceases  to  pursue  a  course  of  study  (as 
described  in  subparagraph  (If)  of  subsection  (b)(1)  at  art 
eligible  institution,  or 

(ii)  in  the  case  oi  a  loan  insured  after  June  30,  1967,  is 
insured  under  a  program  coveted  by  an  agreement  made 
pursuant  to  subsection  (b). 

shall  be  entitled  to  have  paid  on  his  behalf  and  for  his  account  to 
the  holder  of  the  loan  a  portion  of  the  interest  on  such  loan  at  the 
time  of  execution  of  the  note  or  written  agreement  evidencing  such 
loan  under  circumstances  described  in  paragraph  (2)  < 

(2)  (A)  Each  student  qualifying  for  a  portion  or  an  interest  pay- 
ment under  paragraph  (1)  shall—  i  — 

(i)  have  provided  to  the  lender  a  statement  from  the  eligible 
institution,  at  which  the  student  has  been  accepted  for  enrollment 
or  at  which  he  is  in  attendance  in  good  standing  (as  determined 
by  such  institution) ,  which— 

(I)  sets  forth  sttnh  student^s  estimated  costs  ox  attendance, 
ana 

(II)  sets  forth  such  student^s  estimated  financial  assist- 
ance '  and 

(ii)  meet  the  requirements  of  subparagraph  (B) . 

(B)  For  the  purposes  of  clause  (ii)  of  subparagraph  (A),  a  stu- 
dent shall  m&im  for  a  portion  of  an  interest  payment  under  para- 
graph (1)  if  such  student's  adjusted  family  income--^ 
(i)  is  less  than  $13,000,  and-^ 
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(I)  tlie  amount  of  such  loan  would  not  cause  the  total 
amount  of  the  student's  loans  insured  by  the  Commissioner 
under  this  part  or  by  a  State  or  nonprofit  private  mstitu- 
tion  or  organization  which  has  an  agreement  under  subsection 
(b)  to  exceed  $2,000  in  any  academic  year,  or  its  equivalent, 
or 

(II)  the  amount  of  such  loan  would  cause  the  total 
amounts  of  the  loans  described  in  clause  (I)  of  this  sub- 
paragraph of  that  student  to  exceed  $2,000  m  any  academic 
year  or  its  equivalent,  and  the  eligible  institution  has  pro- 
vided, with  respect  to  the  amount  of  such  loans  m  excess 
of  '$2,000,  the  lender  with  a  statenftmt  recommending  the 
amount  ox  such  excess ;  or 

(ii)  is  equal  to  or  greater  than  $15,000,  and  the  eligible 
institution  has  provided  the  lender  with  a  statement  evidencing  a 
determination  of  need  and  recommending  a  loan  m  the  amount  of 
suchneed.  , .  , 

(C)  For  the  purposes  of  paragraph  (1)  and  this  paragraph— 

(i)  a  student's  estimated  cost  of  attendance  means,  for  the 
period  for  which  the  loan  is  sought,  the  tuition  and  fees  appli- 
cable to  such  student  together  with  the  institution's  estimate  of 
other  expenses  reasonabw  related  to  attendance  at  such  institu- 
tion, including,  but  hot  limited  to,  the  cost  of  room  and  board, 

*"    reasonable  commuting  costs,  and  costs  for  books  5 

(ii)  a  student's  estimated  financial  assistance  means,  for  the 
period  for  which  the  loan  is  sought,  the  amount  of  assistance  such 
student  will  receive  tmder  parts  A,  C,  and  B  of  this  title,  plus 
other  scholarship,  grant,  or  loan  assistance ;         ,    . , 

(iii)  the  term  ^eligible  institution"  when  used  with  respect 
to  a  student  is  the  eligible  institution  at  which  the  student  has 
been  accepted  for  enrollment  or,  in  the  case  of  a  student  who  is 
in  attendance  at  such  an  institution  is  m  good  standing  (as  deter- 
mined by  such  institution)  x        ,     ,  ,  ^   ,  , 

(iv)  the  determination  of  need  and  the  amount  of  a  loan 
recommended  by  an  eligible  institution  under  subparagraph 
(B)  ( ii)  and  the  amount  of  loans  in  excess  of  $2,000 Tecommendfed 
by  an  eligible  institution  under  subparagraph  (B)  (i)  (II)  with 
respect  to  a  student  shall  be  determined  by  subtracting  from  the 
estimated  cost  of  attendance  at  such  institution  the  total  of  the 
expected  family  contribution  with  respect  to  such  student  (as 
determined  by  means  other  than  one  formulated  by  the  Commis- 
sioner under  subpart  1  of  part  A  of  this  title)  olus  any  other 
resources  or  student  financial  assistance  reasonably  available  to 
such  student.     .    ^     .  .       ,  ,  .  . . 

(D)  In  additiohi  the  Commissioner  shall  pay  an  administrative 
cost  allowance  in  the  amount  established  by  paragraph  (3)  (B)  of 
this  subsection  with  respect  to  loans  to  any  student  without  regard  to 
the  borrower's  need.  For  the  purposes  of  this  paragraph,  the  adjusted 
family  income  of  a  student  shall  be  determined  pursuant  to  regulations 
of  the  Commissioner  in  effect  at  the  time  of  the  execution  of  the  note 
or  written  agreement  evidencing  the  loan.  Such  regulations  shall  pro- 
vide for  taking  into  account  such  faCtorsj  including  family  sisse, 
as  the  Commissioner  deems  appropriate.  In  the  absence  of  fraud 
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by  the  lender,  such  determinntion  of  the  need  of  a  student  under  this 
paragraph  shall  be  final  insofar  as  it  concerns  the  obligation  of  the 
Commissioner  to  pay  the  holder  of  a  loan  a  portion  of  the  interest  on 
the  loan. 

(8)  (A)  The  portion  of  the  interest  on  a  loan  ^vhich  a  student  is  en- 
titled to  have  paid  on  his  behalf  and  for  his  account  to  the  holder  of  the 
loan  pursuant  to  paragraph  (1)  of  this  subsection  shall  be  equal  to 
the  total  amount  of  the  interest  on  the  unpaid  principal  amount  of  the 
loan  which  accrues  prior  to  the  beginning  of  the  repayment  period  of 
the  loan,  or  which  accrues  during  a  period  in  which  principal  need  not 
be  paid  (whether  or  not  such  prmcipal  is  in  fact  paid)  by  reason  of  a 
provision  described  in  subsection  (c)  of  this  section  or  in  section 
427(a)(2)  (G) ;  but  such  portion  of  the  interest  on  a  loan  shall  not 
exceea,  for  any  period,  the  amount  of  the  interest  on  that  loan  which  is 
payable  by  the  student  after  taking  into  consideration  the  amount  of 
any  interest  on  that  loan  which  the  student  is  entitled  to  have  paid  on 
his  behalf  for  that  period  under  any  State  or  private  loan  insurance 
program.  The  holder  of  a  loan  with  respect  to  which  payments  are 
required  to  be  made  under  this  section  shall  be  deemed  to  have  a  con- 
tractual right,  as  against  the  United  States,  to  receive  from  the  Com- 
missioner the  portion  of  interest  which  has  been  so  determined  and 
the  administrative  cost  allowance  payable  under  this  subsection.  The 
Commissioner  shall  pay  this  portion  of  the  interest  and  administra- 
tive cost  allowance  to  the  holder 'Of  the  loan  on  behalf  of  and  for  the 
account  of  the  borrower  at  such  times  as  may  be  sijecified  in  regulations 
in  force  when  the  applicable  agreement  chtered  into  pursuant  to  sub- 
section (b)  waei  made,  or  if  theloan  was  made  by  a  State  or  is  insured 
under  a  program  which  is  not  covered  by  such  an  agreement,  at  such 
tim^s  as  may  be  specified  in  regulations  m  force  at  the  time  the  loan 
waspaid  to  the  student. 

(B)  If  (i)  a  State  student  loan  insurance  program  is  covered  by  an 
agreement  under. subsection  (b),  (ii)  a  statute  of  such  State. limits 
the  interest  rate  on  loans  insured  by  such  program  to  a  rate  which  is 
less  than  7  per  centum  per  annum  on  the  unpaid  principal  balance,  and 
(iii)  the  Commissioner  determines  that  section  428(d)  does  not  make 
such  statutory  limitation  inapplicable  and  that  such  statutory  limita- 
tion threatens  to  impede  the  carrying  out  of  the  purposes  of  this  paM, 
then  he  may  pay  an  admmistrative  cost  allowance  to  the  holder  of  each 
loan  which  is  insured  under  nuch  program  and  which  is  made  during 
the  p^ridd  beginning  on  the  sixtieth  day  aifter  the  date  of  enactment  of 
the  Higher  Education  Amendments  of  1968  and  ending  120  days  after 
the  adjournment  of  such  State's  first  regular  legislative  session  which 
adjourns  after  January  1,  1969.  Such  administrative  cost  allowance 
shall  be  paid  over  the  term  of  the  loan  in  an  a-niount  per  annum  (deter- 
mined by  the  Commissioner)  which  shall  not  eitceed  1  per  centum  of 
theunpaid  principal  balance  of  theloan.  , 

(4)  Each  holder  of  a  loan  with  respect  to  which  payments  of  inter- 
est or  of  administrative  cost  allowances  are  required  to  be  made  hy^  the 
Commissioner  shall  submit  to  the  Commissioner,  at  6uch  thne  or  times 
and  in  duch  manner  as  he  may  prescribe,  statements  containing  such 
information  as  may  be  required  by  or  pursuant  to  regulation  for  the 
purpose  of  enabling  the  Commissioner  to  determine  the  amount  of  the 
payment  which  he  must  make  with  respect  to  that  loan. 
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(5)  Tho  period  rot'on-od  to  in  subparagraphs  (B)  and  (0)  of  para- 
graph (1)  of  this  subsection  shall  begin  on  the  date  of  enactment  of 
this  Act  and  end  at  the  close  of  June  80,  1975,  except  that,  in  the  case 
of  a  loan  made  or  insured  under  a  student  loan  or  loan  insurance 
program  to  enable  a  student  who  has  obtained  a  prior  loan  jriade  or 
insured  under  such  program  to  continue  his  educational  program,  such 
period  shall  end  at  the  close  of  June  80, 1979. 

(6)  No  payment  may  be  made  under  this  section  with  respect  to 
the  interest  on  a  loan  made  from  a  student  loan  fund  established 
under  title  II  of  the  National  Defense  Education  Act  of  1958. 

(7)  Nothing  in  this  or  my  other  Act  shall  be  construed  to  pro- 
hibit or  require  unless  otherwise  specifically  provided  by  law,  a  lender 
to  evaluate  the  total  financial  situatipn  of  a  student  making  application 
for  a  loan  under  this  part,  or  to  counsel  a  student  with  respect  to  any 
such  loan,  or  to  make  a  decision  based  on  such  evaluation  and  counsel- 
ing with  respect  to  the  dollar  amount  of  any  such  loan. 

(b)  (1)  Any  State  or  any  nonprofit  private  institution  or  organiza- 
tion may  enter  into  an  agreement  with  the  Commissioner  for  the  pur- 
pose of  entitling  students  who  receive  loans  which  are  insured  under 
n  student  loan  insurance  program  of  that  State,  institution,  or  organi- 
sation to  have  made  on  their  behalf  the  i)ayments  provided  for  in 
subsection  (a)  if  the  Commissioner  determines  that  tlie  student  loan 
insurance  program— 

(Af  authorizes  the  insurance  of  not  less  than  $1^000  nor  more 
than  $2,500,  (except  in  those  cases  where  the  Commissioner  deter- 
mines, pursuant  to  regulations  prescribed  by  him,  that  a  higher 
amount  is  warranted  in  order  to  carry  out  the  purposes  of  this 
part  with  respect  to  students  engaged  in  specialissed  training  re- 
quiring exceptionally  high  costs  of  education)  in^loans  to  any  indi- 
vidual student  in  any  academic  year  or  its  equivalent  (a&  deter- 
mined under  regulations  of  tfie  Commissioner) ,  which  limit  $hall 
not  be  deemed  exceeded  by  a  line  of  credit  under  which  actual 
payments  by  the  lender  to  the  borrower  will  not  be  made  hi  any 
such  year  in  excess  of  such'  annual  limit }  and  provides  that  the 
aggregate  insured  unpaid  principal  amount  of  all  such  insured 
loans  made  to  any  student  shall  not  at  any  time  exceed  $7,600 
in  the  case  of  any  student  who  has  successfully  completed  a  pro- 
gram of  undergraduate  education*  and  $10,000  in  the  case  of  any 
graduate  or  professional  student  (as  defined  by  regulations  of 
the  Commissioner  and  including  any  loans  which  are  insured  by 
the  Commissioner  under  this  part  or  by  a  State  or  nonprofit  insti- 
tution or  organization  with  which  the  Commissioner  has  an  agree- 
ment under  this  part  made  to  such  person  before  he  became  a 
graduate  or  professional  student)  J  .     .*  ,  .  . 

(B)  authorizes  the  insurance  of  loans  to  any  individual  student 
for  at  least  six  academic  years  of  study  or  their  equivalent  (as 
determined  under  regulations  of  the  Commissioner  )  i      . ,  ,  / 

(C)  provides  that  (i)  the  student  borrower  shall  be  entitled  to 


and  (iii)  the  note  or  other  written  evidence  of  any  loan  may  con- 
tahi  such  provisions  relathig  to  repayment  in  the  event  of  default 
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by  the  borrower  as  may  be  authorized  by  regulations  of  the  Oom- 
missioner  in  effect  at  the  time  such  note  or  written  evidence  was 
executed;  ■ 

(D)  subject  to  paragraphs  (0)  and  (K)  of  this  paragraph 
and  except  as  provided  oy  subsection  (e)  of  this  section,  provides 
that  repayment  of  loans  shall  be  in  installments  over  a  period  of 
not  less  than  five  years  nor  more  than  ten  years  beginning  not 
earlier  than  nine  months  nor  later  than  one  year  after  the  student 
ceases  to  pursue  a  full-time  course  of  study  at  an  eligible  institu- 
tion, except  that  if  the  program  provides  for  the  insurance  of  loans 
for  part-time  study  at  eligible  institutions  the  program  shall  pro- 
vide that  such  repayment  period  shall  begin  not  earlier  than 
nine  months  nor  later  than  one  year  after  the  student  ceases  to 
carry  at  an  eligible  institution  at  least  one-half  the  normal  full- 
time  academic  workload  as  determined  bv  the  institution; 

(E)  authorizes  interest  on  the  unpaid  balance  of  the  loan  at  a 
yearly  rate  not  in  excess  of  7  per  centum  per  annum  on  the  unpaid 
principal  balance  of  the  loan  (exclusive  of  any  premium  for  in- 
surance which  may  be  passed  on  to  the  borrower) ; 

(F)  insures  not  less  than  80  per  centum  of  the  unpaid  principal 
of  loans  insured  under  the  program ; 

(0)  does  not  provide  for  collection  of  an  excessive  insurance 
premium;  ^'  ... 

(H)  provides  that  the  benefits  of  the  loan  insurance  program 
will  not  be  denied  any  student  who  is  eligible  for  interest  bene- 
fits tmder  section  428(a)  (1)  and  (2)  Rxcept  in  the  case  of  loans 
made  by  an  instrumentality  of  a  State  or  efigJbU)  institution ; 

(1)  provides  that  a  student  may  obtain  insurance  under^  the 
program  for  a  loan  for  any  year  of  study  at  an  eligible  institution ; 

(J)  ii)  the  case  of  a  State  program,  provides  that  such  State 
program  is  administered  by  a  single  State  agency,  or  by  one  or 
more  nonprofit  private  institutions  or  organizations  under  the 
supervision  of  a  single  State  agency ;  ,  , 

(K)  provides  that  the  total  of  the  payments  by  a  borrower 
during  any  year  of  any  repayment  period  with  respect  to  the 
aggregate  amount  of  all  loans  to  that  borrower  which  are  (i) 
insurwl  under  this  part,  or  (ii)  made  by  a  State  or  the  Commis- 
sioner under  section  428(a)  (1)  (B)  or  433,  respectively,  shall  not 
be  less  than  $360  or  the  balance  of  all  such  loans  (together  with 
interest  thereon),  whichever  amouiii,  is  less;  and     .       '  ,  , 

(L)  provides  that  periodic  installments  of  principal  need  not 
be  paid,  but  interest  shall  accrue  and  be  paid  during  any  period 
(i)  during  which  the  borrower  is  pursuing  a  full-time  course  of 
study  at  an  eligible  institution,  (ii)  not  m  excess  of  three  y«»*3 
during  which  the  borrower  is  a  member  of  the  Armed  Forces  of 
the  United  States,  (iii)  not  in  excess  of  three  years  during  which 
the  borrower  is  in  service  as  a  volunteer  under  the  Peace  Corps 
Act,  or  (iv)  not  in  excess  of  three  years  during  which  the  bor- 
rower is  in  service  as  a  full-time  volunteer  under  title  VIII  of 
the  Economic  Opportunity  Act  of  1964. 
<a)  Sitchan  agreement  shall--,     .  .„ .        ,  . 

(A)  provide  that  the  holder  of  any  such  loan  will  be  required 
to  submit  to  the  Commissioner,  at  such  time  or  tunes  and  in  such 
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manner  as  he  may  i)rescribo,  statements  (jontaining  such  informa- 
tion, as  may  be  required  by  or  pursuant  to  regulation  for  the  pur- 
pose of  enabling  the  Commissioner  to  determme  the  amount  of  the 
jpayment  which  he  must  make  with  respect  to  that  loan,' 

(B)  include  such  other  provisions  as  may  be  necessary  to  protect 
the  financial  interest  of  the  United  States  and  promote  the  pur- 
poses of  this  part,  including  such  provisions  as  may  be  necessary 
for  tlie  purpose  of  section  437,  and  as  are  agreed  to  by  the  Com- 
missioner and  the  State  or  nonprofit  private  organization  or  insti- 
tution, as  the  case  may  be ;  and 

(C)  provide  for  making  suqh  reports  in  such  form  and  con- 
taining such  information  as  the  CoiuMiissioner  may  reasonably 
require  to  carry  out  his  function  under  this  part  and  for  keeping 
such  records  and  for  affording  such  access  thereto  as  the  Com- 
missioner may  find  necessary  to  assure  the  correctness  and  verifi- 
cation  of  such  reports,  , 

(c)(1)  The  Commissioner  may  enter  into  a  guaranty  agreement  with 
anj;  State  or  any  nonprofit  private  institution  or  organization  with 
which  he  has  an  agreement  pursuant  to  subsection  (b),  whereby  the 
Commissioner  shall  undertake  to  reimburse  it,  under  such  terms  and 
conditions  as  he  may  establish,  in  an  amount  equal  to  80  per  centum 
of  the  amount  expended  by  it  in  discharge  of  its  insurance  obligation, 
incurred  under  its  loan  insurance  program,  with  respect  to  losses  (re- 
sultmg  from  the  default  of  the' student  borrower)  on  the  unpaid  bal- 
ance of  the  prmcipal  (other  than  interest  added  to  principal)  of 
any  insured  loan  with  respect  to  which  a  portion  of  the  interest  (A)  is 
payable  by  the  Commissioner  under  subsection  (a),  or  (B)  would  be 
payable  under  such  subsection  but  for  the  borrower's  lack  of  need. 

(2)  Thu  guaranty  agreement— 

(A)  shall  set  forth  such  administrative  and  fiscal  procedures  m 
may  be  necessary  to  protect  the  United  States  from  the  risk  of  un- 
reasonable loss  thereunder,  to  insure  proper  and  efficient  admin- 
istration of  the  loan  insurance  program,  and  to  assure  that  due 
diligence  will  be  exerdsed  in  the  collection  of  loans  insured  under 
the  program} 

(B)  shall  provide  for  making  such  reports,  in  such  form  and 
containing  such  information,  as  the  Commissioner  may  reasonably 
require  to  carry  out  his  functions  under  this  subsection,  and  for 
keeping  such  records  and  for  aifording  such  access  thereto  as  the 
Commissioner  may  find  necessary  to  assure  the  correctness  and 
verification  uf  such  repoits ; 

(C)  shall  set  forth  adequate  assurance  that,  with  respect  to  bo 
much  of  any  loan  insured  under  the  loan  insurance  program  a» 
tnay^  be  guaranteed  by  the  Commissioner  pursuant  to  this  sub- 
section, the  undertaking  of  the  Commissioner  under  the  guarantv 
fvgreement  is  acceptable  in  full  satisfaction  of  State  law  or  regu- 
lation requiring  the  maintenance  of  a  reserve } 

(D)  shall  provide  that  if,  after  the  Commissioner  has  madfr 
payment  under  the  guaranty  agreement  pursuant  to  paragraph 
(1)  of  this  subsection  with  respect  to  any  loan,  any  payments  are 
made  in  discharge  of  the  obligation  incurred  by  the  borrower  with 
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respect  to  such  loan  (including  any  payments  of  interest  accruing 
on  such  loan  after  such  payment  by  the  Commissioner) ,  tliere  shall 
be  paid  over  to  the  Commissioner  (for  deposit  in  the  fund  estab- 
lished by  section  431)  suoh  proporlion  of  the  amounts  of  such 
payments  as  is  determined  (m  accordance  with  regulations  pre- 
scribed by  the  Commissioner)  to  rei)resent  his  equitable  snare 
thereof,  but  shall  not  otherwise  provide  for  subrogation  of  thos 
United  States  to  the  rights  of  any  insurance  beneficiary:  Pro*' 
vided,  That,  except  as  the  Commissioner  may  otherwise  by  or 
pursuant  to  regulation  provide,  amounts  so  paid  by  a  borrower  on 
such  a  loan  shall  be  first  applied  in  reduction  of  principal  owing 
on  such  loan  I  and 

(E)  may  include  such  other  provisions  as  may  be  necessary  to> 
promote  the  purposes  of  this  part. 

(3)  To  the  extent  provided  in  regulations  of  the  Commissioner,, 
a  ^aranty  agreement  under  this  subsection  mav  contain  provisions 
which  permit  such  forbearance  for  the  benefit  of  the  student  borrower 
as  may  be  agreed  upon  by  the  partita  to  an  insured  loan  and  approved 
by  the  insurer. 

(4)  For  purposes  of  this  subsection,  the  terms  ''insurance  benefit 
ciary"  and  "default"  shall  have  the  meanings  assigned  to  them  by 
section  430(e). 

(6)  In  the  case  of  any  guaranty  agreement  entered  into  prior  to 
September  1,  1969,  with  a  State  or  nonprofit  j^rivate  institution  or* 
organization  with  which  the  Commissioner  has  in  effect  on  that  date 
an  agreement  pursuant  to  subsection  (b)  of  this  section,  or  section 
9(b)  of  the  National  Vocational  Student  Loan  Insurance  Act  of 
1965,  made  prior  to  the  date  of  enactment  of  this  subsection,  the- 
Commissioner  may,  in  accordance  with  the  terms  of  this  subsection^ 
undertake  to  guarantee  loans  described  in  paragraph  (1)  which  are 
insured  by  such  State,  institution,  or  organissation  and  are  outstand* 
ing  on  the  date  of  execution  of  the  guaranty  agreement,  but  only  with 
respect  to  defaults  occurring  after  the  execution  of  such  guaranty 
agreement  or,  if  later,  after  its  effective  date. 

(d)  No  provision  of  any  law  of  the  United  States  (other  thm 
sections  427(a)  (2)  (D)and  427(b)  of  this  Act)  or  of  any  State  (other 
than  a  statute  applicable  principally  to  such  State'tt  student  loan  in- 
.flurance  program)  which  limits  the  rate  or  amount  of  interest. payable 
on  loans  shall  apply  to  a  loan—  ^  .     *  . 

(1)  which  bears  interest  (exclusive  of  any  premium  for  insur- 
ance) on  the  unpaid  principal  balance  at  a  rate  not  in  excess  of  7 
per  centum  per  annum,  and 

(2)  which  is  insured  (A)  by  the  United  States  under  this  part, 
or  (B)  by  a  State  or  nonprofit  private  institution  or  organization 
under  a  program  covered  by  an  agreement  made  pui'suanfc  to  sub- 
section (b)  of  this  section. 

(20  U.S.C.  1078)  Bttactfed  Nov.  8, 106S,  P,h,  8&-829,  Title  IV,  sec,  428,  TO  Stat 
1240!  amended  Aug.  8,  IfiftS,  P.L.  fiO-460,  sec.  1,  2,  8,  82  Stttt.  684-688}  amended 
Oct.  le,  1968,  P.L.  WbT5.  Title  1,  seo.  Ill,  112, 118, 116, 116, 117,  120,  82  Stat. 
1020-27$  amended  June  28, 1072,  P.L.  02^818,  sec.  132(b),  86  Stat.  261  i  further 
amended  .Tune  28, 1072.  P.L.  02-818,  see.  1820  (a)  and  (b),  86  Stat.  202,  268} 
section  428(e)  fepented  .Tune  23, 1072,  P.L.  d2>-818,  sec.  132D(c),  80  Stat.  264; 
amended  ApfU  18, 1074,  P.L.  03-260, 88  Stat.  87, 
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•CBRTlFIOA'tB  OP  FEDERAL  LOAN  INSURANCES-EFFECTIVE  DATE  OF 

INSURANCE 

Seo.  429*  (a)  (1)  If,  upon  application  by  an  eligible  lender,  made 
upon  such  form,  containmg  such  information,  and  supported  by  such 
evidence  as  the  Commissioner  may  require,  and  otherwise  in  conform- 
ity with  this  section,  the  Commissioner  finds  that  the  applicant  has 
made  a  loan  to  an  eligible  student  which  is  insurable  under  the  pro- 
visions of  this  paii,  he  may  issue  to  the  applicant  a  certificate  of  m- 
surance  covering  the  loan  and  setting  forth  the  amount  and  tems  of 
tlie  insurance. 

(2)  Insurance  evidenced  by  a  certificate  of  insurance  pursuant  to 
subsection  (a)  (1)  shall  become  eflPective  upon  the  date  of  issuance  of 
the  certificate,  except  that  the  Commissioner  is  authorized,  in  accord- 
ance with  regulations,  to  issue  commitments  with  respect  to  proposed 
loans,  or  with  respect  to  lines  (or  proposed  lines)  of  credit,  submitted 
by  eligible  lendei's,  and  in  that  event,  upon  compliance  with  subsection 
(a)  (1)  by  the  lender,  the  certificate  of  insurance  may  be  issued  effec* 
tive  as  of  the  date  when  any  loan,  or  any  payment  by  the  lender  pur- 
suant to  a  line  of  credit,  to  be  covered  oy  such  insurance  was  made. 
Such  insurance  shall  cease  to  be  effective  upon  sixty  days'  default  by 
the  lender  in  the  payment  of  any  installment  of  the  premiums  payable 
pursuant  to  subsection  (c)*  ^ 

(3)  An  application  submitted  pui'suant  to  subsection  (a)  (1)  shall 
contain  (A)  an  agreement  by  the  applicant  to  pay,  in  accordance  with 
regulations,  the  premiums  fixed  by  tlie  Commissioner  pursuant  to  sub- 
section (c),  and  (B)  an  agreement  by  the  applicant  that  if  the  loan  is 
covered  by  insurance  the  applicant  will  submit  such  supplementary 
reports  and  statements  during  the  effective  period  of  the  loan  agree- 
ment, upon  such  foims,  at  such  times,  and  containing  such  informa- 
tion as  the  Commissioner  may  prescribe  by  or  pursuant  to  regiilation* 

(b)  (1)  In  lieu  of  requiring  a  separate  insurance  application  and 
issuing  a  separate  certificate  of  insurance  for  each  student  loan  made 
by  an  eligible  lender  as  provided  in  subsection  (a),  the  Commissioner 
niay,  in  accordance  with  regulations  consistent  with  section  424,  issue 
to  any  eligible  lender  applying  therefor  a  certificate  of  comprehensive 
insurance  coverage  whjcii  shall,  without  further  action  by  the  Com- 
missioner,  insure  all  insurable  loans  made  by  that  lender,  on  or  after 
the  date  of  the  certificate  and  before  a  specified  ctitoff  date,  within  the 
limits  of  an  aggregate  ma^iiimuin  amount  stated  in  the  certificate* 
Such  regulations  may  provide  for  conditioning  such  insurance,  with 
respect  to  any  loan,  upon  compliance  by  the  lender  with  such  requii*e- 
ments  (to  be  stated  or  incorporated  by  refei*ence  in  the  certificate)  as 
in  the  Commissioner's  judgment  will  best  achieve  the  purpose  of  this 
subsection  wliile  protecting  the  financial  interest  of  the  United  States 
and  promoting  the  objectives  of  this  part^  including  (but  not  limited 
to)  provisions  a^  to  the  rejporting  of  such  loans  and  information  rele- 
vant thereto  to  the  Commissioner  and  as  to  the  payment  of  initial  and 
other  premiiuns  and  the  effect  of  default  therein,  and  including  provi- 
sion for  confirmation  by  the  Commissioner  from  time  to  time  (through 
endorsement  of  the  certificate)  of  the  coverage  of  specific  new  loans  By 
such  certificate^  which  confirmation  shall  be  incontestable  by  the  Com- 
missioner ih  the  absence  of  fraud  or  misrepresentation  of  fact  or 
patent  erroft 
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(2)  If  the  holder  of  a  certificate  of  comprehensive  insurance  cover* 
age  issued  under  this  subsection  grants  to  a  student  a  line  of  credit 
extending  beyond  the  cutoff  date  specified  in  that  ceiiificate,  loans  or 
Payments  tliereon  made  by  the  holder  after  that  date  pursuant  to  the 
line  of  credit  shall  not  be  deemed  to  be  included  in  the  coverage  of  that 
certificate  except  as  may  be  specifically  provided  therein;  but,  subject 
to  the  limitations  of  section  424,  the  Commissioner  may,  in  accordance 
with  regulations,  make  commitments  to  insure  such  ftiture  loans  or 
payments,  and  such  commitments  may  be  honored  either  as  provided 
m  subsection  (a)  or  by  inclusion  of  such  insurance  in  compi'eliensive 
coverage  under  this  subsection  for  the  period  or  periods  in  which  such 
f  utureloans  or  paj^ments  are  madci 

(c)  The  Commissioner  shall,  pursuant  to  regulations,  charge  for 
insurance  on  each  loan  under  this  paii  a  premium  in  an  amount  not 
to  exceed  one-fourth  of  1  per  centum  per  year  of  the  unpaid  pruicipai 
amount  of  such  loan  (excluding  interest  added  to  principal),  i)ayable 
in  advance,  at  such  times  and  in  such  manner  as  may  be  prescribed  by . 
the  Commissioner.  Such  regulations  may  provide  that  such  premium 
shall  not  be  payable,  or  if  paid  shall  be  refundable,  with  respect  to 
any  period  after  default  in  the  payment  of  piincipal  or  intei'est  or 
after  the  borrower  has  died  or  becomes  totally  and  permanently  dis- 
abled, if  (1)  notice  of  such  default  or  other  event  has  been  duly  given^ 
and  (2)  requests  for  payment  of  the  loss  insured  against  has  b^en  made 
or  the  Commissioner  nas  made  such  payment  on  his  own  motion  pui*su- 
ant  to  section  430(a). 

(d)  The  rights^  of  an  eligible  lender  arising  under  insurance  evi- 
denced by  a  ceiiificate  of  insurance  issued  to  it  under  this  section 
may  be  assigned  as  security  by  such  lender  only  to  another  eligible 
lenderiand  subject  to  regulation  by  the  Commissioner. 

(e)  The  consolidation  of  the  obligations  of  two  or  more  federally- 
insured  loans  obtained  by  a  student  borrower  in  any  fiscal  year  into  a 
single  jpbligation  evidenced  bv  a  single  instrument  of  indebtedness 
shall  not  anect  the  insurance  by  the  United  States.  If  the  loans  thus 
consolidated  are  covered  by  separate  certificates  of  insurance  issued 
under  subsection  (a),  the  Commissioner  may  upon  surrender  of  the 
ori|itinal  certificates  issue  a  new  certificate  of  insurance  in  accordance 
with  that  subsection  upon  the  consolidated  obligation!  if  they  are 
covered  by  a  single  comprehensive  certificate  issued  under  subsection 
(b)^  the  Commissioner  may  amend  that  certificate  accordingly. 

(20  U.S.C.  1079)  Enttcted  Nov,  8,  1066,  P.L.  80-829,  Title  IV,  sec.  429,  79  Sttth 
1243. 

DEFAW;  OF  STUDENT  UNDER  FEDEnAL  LOAN  iNStmANOE  PROdRASl 

Seo.  480.  (a)  Ujbott  default  by  the  student  borrower  on  any^  loan 
covered  by  Federal  loan  insurance  pursuant  to  this  pai%  and  prior  to 
the  commencement  of  suit  or  other  enforcement  proceedings  upon  secu- 
rity for  that  loan,  the  insurance  beneficiary  shall  promptly  notify  the 
Commissioner,  and  the  Commissioner  shall  if  requested  (at  that  time 
or  after  further  collection  elfoiis)  by  the  beneficiary,  or  majf  on  his 
own  motion,  if  the  insurance  is  still  in  effect,  pay  to  the  beneficiary  the 
amount  of  the  loss  sustained  by  the  insured  upon  that  loan  as  soon  ad 
that  amount  has  been  determincdi  The  "amount  of  the  loss**  on  any 
loan  shall,  for  the  purposes  of  this  subsection  and  subsection  (b),  be 
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cleemed  to  be  an  amount  equal  to  the  unpaid  balance  of  the  principal 
amount  and  interest. 

(b)  Upon  payment  by  the  Commissioner  of  the  amoimt  of  the  loss 
pursuant  to  subsection  (a),  the  United  States  shall  be  subrogated  for 
all  of  the  rights  of  the  holder  of  the  obligation  upon  the  insured  loan 
and  shall  be  entitled  to  an  assignment  of  the  note  or  other  evidence  of 
.  the  insured  loan  bjr  the  insurance  beneficiary.  If  the  net  recovery 
made  by  the  Commissioner  on  a  loan  after  deduction  of  the  cost  of 
that  recovery  ( including  reasonable  administrative  costs)  exceeds  the 
amount  of  the  loss,  the  excess  shall  be  paid  over  to  the  insured. 

(c^  Nothinff  in  tliis  section  or  in  this  part  shall  be  construed  to 
preclude  any  forbearance  for  the  benefit  of  the  student  borrower  which 
may  be  agreed  upon  by  the  parties  to  the  insured  loan  and  ai>proved 
by  the  Commissioner,  or  to  preclude  forbearance  by  the  Commissioner 
in  the  enforcement  of  the  insured  obligation  after  payment  on  that 
insurance. 

(d)  Nothing  in  this  section  or  in  this  part  shall  be  construed  to  ex- 
cuse the  holder  of  a  federally  insured  loan  from  exercising  rt^asonable 
care  and  diligence  in  ^l)e  making  and  collection  of  loans  under  the  pro« 
visions  of  this  part^  X)  the  Commissioner^  after  reasonable  notice  and 
opportunity  for  hearing  to  an  eligible  lender«  finds  that  it  has  sub* 
fitantially  failed  to  exercise  such  care  and  diligence  or  to  make  the 
reports  and  statements  required  under  section  428(a)  (3)  and  section 
429(a)  (8),  or  to  pay  the  required  Federal  loan  insurance  premiums, 
he  shall  disqualify  that  lender  for  further  Federal  insurance  on  loans 
granted  pursuant  to  this  part  until  he  is  satisfied  that  its  failure  has 
<?eased  and  finds  that  there  is  reasonable  assurance  that  the  lender  will 
in  the  future  exercise  necessary  care  and  diligence  or  comply  with  such 
requirementSv  as  the  case  may  be. 

(e)  As  ubed in  this  section-—  ^  • 

(1)  the  term  "insurance  beneficiary'*  means  the  insured  or  its  . 
authorissv;d  assignee  in  accordance  with  section  429  (d) ;  and 

(2)  th('  term  "default**  includes  only  such  defaults  as  have 
exif  ?<;id  for  (A)  one  hundred  and  twenty  days  in  the  case  of  a  loan 
whicii  k  TiPpayable  in  monthly  installments^  or  (B)  one  hundred 
and  eighty  days  in  the  case  of  a  loan  which  is  repayable  in  less 
freqt;,ent  installments* 

(20  U.B.e.  1080)  Enacted  Nov.  8, 1068»  P.L.  89-329,  Title  IV,  sec.  480»  79  Stat 
1244  5  J.<»d  Oct.  16, 1968.  P.L.  90-676,  Title  I,  sec.  113, 82  Stat.  10121 }  amended 
June  23^  VH%      92-318i  dec.  182(B)  (c),  86  Stat.  262. 


S^^io.  431.  (a)  There  is  hereby  established  a  student  loan  insurance 
f imd  (hereinafter  in  this  section  called  the  "fund**)  which  shall  b^^ 
available  without  fiscal  year  limitation  to  the  Commissioner  for  mak-^ 
ing  payments  in  connection  with  the  default  of  loans  insured  by  him 
under  this  part,  or  in  connection  with  payments  under  a  guaranty 
agreement  under  Section  428j(c)*  All  amounts  received  by  the  uommis- 
sioner  as  premium  charges  for  insurance  and  as  receipts^  earnings,  6t 
proceeds  derived  from  any  claim  or  other  assets  acquired  by  the  Com- 
mission^r  in  connection  with  his  operations  under  this  ))art,  and  any 
other  moneys,  property,  or  assets  derived  by  the  Commissioner  from 
his  operations  m  connection  with  this  section,  shall  be  deposited  in  the 
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fund.  All  payments  in  connection  with  the  default  of  loans  insured  by 
the  Commissioner  under  this  part,  or  in  connection  with  such  guaranty 
agreements  shall  be  paid  from  the  fund.  Monies  in  the  fund  not  needed 
for  current  operations  under  this  section  may  be  invested  in  bonds  or 
other  obligations  guaranteed  as  to  principal  and  interest  by  the  United 
States. 

(b)  If  at  any  time  the  moneys  in  the  fund  are  insufficient  to  make 
payments  in  connection  with  the  default  of  any  loan  insured  by  the 
Commissioner  under  this  part,  or  in  connection  with  any  guaranty 
agreement  made  under  section  428(c),  the  Commissioner  is  authorized 
to  issue  to  the  Secretary  of  the  Treasury  netcs  or  other  obligations  in 
such  forms  and  denominations,  bearing  such  maturities,  and  subject  to 
such  terms  and  conditions  as  may  be  prescribed  by  the  Commissioner 
with  the  approval  of  the  Secretary  of  the  Treasury.  Such  notes  or  other 
obligations  shall  bear  interest  at  a  rate  determined  by  the  Secretary 
of  the  Treasury,  taking  into  consideration  the  current  average  market 
yield,  on  outstanding  marketable  obligations  of  the  United  States  of 
comparable  maturities  during  the  month  preceding  the  issuance  of  the 
notos  or  other  obligations.  The  Secretary  of  the  Treasury  is  authorized 
and  directed  to  purchase  any  notes  and  other  obligations  issued  here- 
under and  for  tnat  purpose  he  is  authorized  to  use  as  a  public  debt 
transaction  the  proceeds  from  the  sale  of  any  securities  issued  under 
the  Second  Liberty  Bond  Act,  as  amended,  and  the  purposes  for  which 
securities  may  be  issued  under  that  Act,  as  amended,  are  extended  to 
include  any  purchase  of  such  notes  and  obligations.  The  Secriatary  of 
the  Treasury  may  at  any  time  sell  any  of  the  notes  or  other  obligations 
acquired  by  him  under  this  subsection.  All  redemptions,  purchases, 
and  sales  by  the  Secretary  of  the  Treasury  of  such  notes  or  other  obli- 

§ations  shall  be  treated  as  public  debt  transactions  of  the  United  States, 
lums  borro\(;ed  under  this  subsection  shaii  be  deposited  in  the  fund 
and  redemption  of  such  notes  and  obligations  shall  be  made  by  the 
Commissioner  from  such  fund. 

(1!0  tJ.S.C.  1081)  Enacted  Nov.  8, 1965.  P.L.  80-329,  Title  IV,  sec.  431,  79  Stat' 
124!$;  amended  Atig.  8,  1968,  P.L.  90-460,  sec.  8,  82  Stat.  688. 

liEOAt  POWERS  AND  HESPONSlBltmES 

Steo.  482.  (a)  In  the  performance  of,  and  with  respect  to,  the  func- 
tions, powers,  and  duties  vested  in  him  by  this  part,  the  Commissioner 
may— 

(1)  prescribe  such  rejofulations  as  may  be  necessary  to  carry 
out  the  purposes  of  this  part  | 

(2)  sue  and  be  sued  in  any  court  of  record  of  a  State  having 
general  iurisdiction  or  in  any  district  court  of  the  United  States, 
and  such  district  courts  shall  have  ijnrisdiction  of  civil  actions 
arising  under  this  part  without  regard  to  the  amount  in  contro- 
versv.  and  action  instituted  under  this  subsection  by  or  againsfc 
the  Commissioner  shall  survive  notwithstanding  any  change  in 
the  t>erson  occupying  the  office  of  Commissioner  or  any  vacancy 
in  that  office }  but  no  attachment,  iniimetion*  ffftmishmpnt.  or  other 
similar  process,  mesne  or  final*  shall  be  issued  ap'ainst  the  Commis- 
sioner or  property  under  his  conrtol,  and  nothinisf  herein  shall  be 
ecnstrued  to  except  litigation  arising  out  of  activities  under  this 
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part  from  the  application  of  sections  507(b)  and  2679  of  title  28 
of  the  United  States  Code  and  of  section  316  of  Title  6*^ 

(3)  include  in  any  contract  for  Federal  loan  insurance  such 
terms,  conditions,  and  covenants  relating  to  repayment  of  prin- 
cipal and  payment  of  interest,  relating  to  liis  oblgations  and 

,  rights  and  to  those  of  eligible  lenders,  and  borrowei^s  in  case  of 
default,  and  relating  to  such  other  matters  as  the  Commissioner 
determines  to  be  necessary  to  assure  that  the  purposes  of  this  paii 
will  be  achieved;  and  any  term,  condition^  and  covenant  made 
pursuant  to  this  clause  or  any  other  provisions  of  this  part  may 
be  modified  by  the  Commissioner  if  he  determines  that  modifica** 
tion  is  necessary  to  protect  the  financial  interest  of  the  United 
States; 

(4)  subject  to  the  specific  limitations  in  this  ^art,  consent  to  the 
modification,  with  respect  to  rate  of  interest,  time  of  payment  of 
any  installment  of  principal  and  interest  or  any  portion  thereof, 
or  any  other  provision  of  any  note  or  other  instrument  evidencing 
a  loan  which  has  been  insured  by  him  under  this  part  i 

(6)  enforce,  pay,  or  compromise,  any  claim  on,  or  arising  be- 
cause of,  any  such  insurance  or  any  guarantee  agreement  under 
section428(c);and 

(6)  enforce,  pay,  compromise^  waive^  or  release  any  right,  title, 
claim,  lien,  or  demand,  however  acquired,  including  any  equity 
*    or  any  right  or  redemption.  ^ 

(b)  The  Commissioner  shall,  with  respect  to  the  financial  operations 
arising  by  reason  of  this  part— 

(1)  prepare  annually  and  submit  a  budget  program  as  pro* 
vided  for  wholly  owned  Government  corporations  by  the  Gov- 
emment  Corporation  Control  Act;  and 

(2)  maintain  with  respect  to  insurance  tinder  this  part  an  in- 
tegral set  of  accounts,  which  shall  be  audited  annually  by  the 
General  Accounting  Office  in  accordance  with  principles  and 
procedures  applicable  to  commercial  corporate  trahsactbns,  as 
provided  by  section  106  of  the  Government  Corporation  Control 
Act,  except  that  the  transactions  of  the  Commissioner,  including 
the  settlement  of  insurance  claims  and  of  claims  for  payments 
pursuant  to  section  428,  and  transactions  related  thereto  and 
vottchers  approved  by  the  Commissioner  in  connection  with  such 
transactions,  shall  be  final  and  conclusive  Upon  all  accounting  and 
other  officers  of  the  Government. 

(20  lt.S.a  1082)  Enacted  Nov.  8, 1968,  P.L.  8^320.  *ltte  IV,  sec.  432,  79  Stat. 
1246;  amended  Aug.  8, 1968,  P.!/.  9(M60  isec.  3»  82  Stat.  638. 

DIRECT  WAm 

Seo.  433.  (a)  The  Commissioner  may  make  a  direct  loan  to  any 
student  who  would  be  eligible  for  an  insured  loan  for  study  at  a 
vocational  school  rnider  this  |)art  if  (1)  in  the  particular  area  in  which 
the  student  resides  loans  which  are  insurable  under  this  Act  are  not 
available  at  the  rate  of  interest  prescribed  by  the  Secretary  pursuvnt 
to  section  427(a)  (2)  (D)  for  such  area,  or  (&)  the  particular  studeh; 

Md  mUced  by  28  U.S.C.  617.  Sept.  6»  1066i  P.tj.  89-55^      8&i  80  Stftt. 
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has  been  unable  to  obtain  an  insured  loan  at  a  rate  of  interest  whkh 
does  not  exceed  such  rate  prescribed  by  the  Secretary • 

(b)  Ijoans  made  under  this  section  shall  bear  interest  at  the  rate* 
prescribed  by  the  Secretary  under  section  427  (a)  (2)  (D)  for  the  aiea 
where  the  student  resides,  and  shall  be  made  on  such  other  terms  and 
conditions  as  the  Commissioner  shall  prescribe,  which  shall  conform 
as  nearly  as  practicable  to  the  terms  and  conditions  of  loans  insured 
under  this  Acti 

(c)  There  is  authorized  to  be  appropriated  the  sum  of  $1,000,000* 
for  the  fiscal  year  ending  June  30, 1969  and  for  each  of  the  succeeding 
fiscal  years  ending  prior  to  July  1, 1975,  to  carry  out  this  section* 

(20  U.S.a  1088)  Enacted  Nov.  8»  1905»  P.L.  89-329»  Title  1V»  sec.  433»  79  Stat. 
1247;  amended  Oct.  16, 1908  P.L.  90-675  Title  I»  sec.  110,  82  Stat.  1024;  amended* 
June  23»  1972;  P.L.  92-318;  sec.  132(c),  86  Stat.  201, 

PAKTICIPATION  BY  FEDERAL  CREDrT  UNIONS  IN  FEDERAL,  STATE,  AND 
PRIVATE  STUDENT  LOAN  INSURANCE  PROGRAMS 

Sec.  434.  Notwithstanding  any  other  provision  of  law,  Federal^ 
credit  unions  shall,  pursuant  to  regulations  of  the  Director  of  the 
Bureau  of  Federal  Cfredit  Unions,  have  power  to  make  insured  loans^ 
to  student  members  in  accordance  with  the  provisions  of  this  part 
relating  to  federally  insured  loans,  or  in  accordance  with  the  provisions 
of  any  State  or  nonprofit  private  student  loan  insurance  program* 
which  meets  the  requirements  of  section  428  (a)  (1)  (C)» 

(20  U.S.0. 1084)  Enacted  Nov.  8»  19e5»  P.L,  89-329,  Title  IV,  sec.  434,  79  Stat.. 
1247 ;  amended  Oct  16, 1969,  P.L.  90-576,  Title  I,  sec.  116, 82  Stat.  1024 ;  amended; 
June  23, 1972,  PL.  92-318,  sec.  132  D(e)  86  Stat.  264. 

DBFXNmONS  FOR  RCDUCED^INTEREST  STUDENT  LOAN  INStrHANC& 

PROGIUAC 

Seo«  435.  As  used  in  this  pait  i 

(a)  The  term  "eligibliB  institution**  means  (1)  an  institution  of 
higher  education,  (2)  a  Vocational  school,  or  (8)  with  respect  to  stu- 
dents who  are  nationals  of  the  United  States,  an  institution  outside  the* 
States  which  is  comparable  to  nn  institution  of  higher  education  or  to  a 
Vocational  school  and  which  has  been  approved  by  the  Commissioner 
for  purposes  of  this  part* 

(b)  The  term  ^'institution  of  higher  education**  means  an  educa- 
tional institution  in  anyState  which  (1)  admits  as  regular  students 
only  persons  having  a  certificate  of  graduation  from  a  school  providing 
secondary  education,  or  the  recognised  equivalent  of  such  certificate* 
(2)  is  legally  authorisjed  within  such  State  to  provide  a  program  of 
education  beyond  secondary  education,  (8)  provides  an  educational 
program  for  which  it  awards  a  bachelor *8  degree  or  provides  not  less 
than  a  two-year  program  which  is  acceptable  for  full  credit  toward' 
such  a  degree,  (4)  is  a  public  or  other  nonprofit  institution,  and  (5)  is 
accredited  by  a  nationally  recogniaied  accrediting  agency  or  associ- 
ation approved  by  the  Commissioner  for  this  purpose  or,  if  not  so* 
accredited,  (A)  is  an  institution  with  respect  to  which  the  Commis- 
sioner has  determined  that  there  is  satisfactory  assurance,  considering' 
the  resourced  available  to  the  institution,  the  period  of  time,  if  any^^ 
during  which  it  has  operated,  the  effort  it  is  making  to  meet  accredita-^- 
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tion  standards,  and  the  purpose  for  which  this  determination  is  being 
made,  that  {ihe  institution  will  meet  the  accreditation  standards  of 
such  an  ageucy  or  assoc  ■  >n  within  a  reasonable  time,  or  (B)  is  an 
institution  whose  credit  >  ^a-e  accepted  on  transfer  by  not  less  than 
three  institutions  which  are  so  accredited,  for  credit  on  the  same  basis 
as  if  transferred  from  an  institution  so  accredited.  Such  term  includes 
any  public  or  other  nonprofit  collegiate  or  associate  degree  school  of 
nursmg  and  any  school  which  provides  not  less  than  a  one-year  pro- 
..grarn  of  training  to  prepare  students  for  giainful  employment  m  a 
recognized  occupation  and  which  meets  the  provisions  of  clauses  (1), 
(2),  (4),  and  (5).  If  the  Commissioner  determines  that  a  particular 
category  of  such  schools  does  not  meet  the  requirements  of  clause  (5) 
"because  there  is  no  nationally  recojgnized  accrediting  agency  or  asso- 
ciation qualified  to  accredit  schools  m  such  category,  ne  shall,  pending 
the  establishment  of  such  an  accrediting  agency  or  association,  appoint 
an  advisory^  committee,  composed  of  persons  specially  qualified  to 
evaluate  training  provided  by  schools  in  such  category,  which  shall  (i) 
prescribe  the  standards  of  content,  scope,  and  quality  which  must  be 
met  in  order  to  qualify  schools  in  such  category  to  participate  in  the 
program  pursuant  to  this  part,  and  (ii)  detormme  whether  particular 
.schools  not  meeting  the  requirements  of  clause  (5)  meet  those  stand- 
ards. For  purposes  of  this  subsection,  the  Commissioner  shall  i)ubl\sh 
■a  list  of  nationally  recognized  accrediting  agencies  or  associations 
which  he  determines  to  be  reliable  authority  as  to  the  quality  of  train- 
ing offered. 

(c)  The  term  "vocational  school"  means  a  business  or  trade  school, 
or  technical  institution  or  other  technical  or  vocational  school,  in  any 
State,  which  (1)  admits  as  regular  students  only  persons  who  have 
•comjpileted  or  left  elementary  or  secondaiy  school  and  who  have  the 
ability  to  benefit  from  the  training  offered  by  such  institution)  (3)  is 
legally  authorized  to  provide,  and  provides  within  that  State,  a  pro- 
gram of  postsecondary  vocational  or  technical  education  designed  to 
nt  individuals  for  useful  employment  in  recognized  occupational  (8) 
has  been  in  existence  for  two  years  or  has  been  specially  accredited  by 
-the  Commissioner  as  an  institution  meeting  the  other  requirements  of 
this  subsection;  and  (4)  is  accredited  (A)  oy  a  nationally  re^iognized 
accrediting  agency  or  association  listed  by  the  Commissioner  pursuant 
to  this  clause,  (B)  if  the  Commissioner  determines  that  th^re  is  no 
iiationally  recognized  accrediting  agency  or  association  qualified  to. 
accredit  schools  of  a  particular  category,  by  a  State  agency  listed  by 
the  Commissioner  pursuant  to  this  clause  and  (C)  if  the  Commissioner 
determines  there  is  no  nationally  recognized  or  State  agency  t^r  associa- 
tion qualified  to  accredit  schools  of  a  particular  category.,  by  an  ad- 
visory committee  appointed  by  him  and  composed  of  persons  specially 
•qualified  to  evaluate  training  provided  by  schools  of  thft.t  category, 
which  committee  shall  prescribe  the  standards  of  content.,  scope,  and 
-quality  which  must  be  met  by  those  schools  in  order  for  loans  to  stu- 
dents attending  them  to  be  insurable  under  this  part  and  shall  also 
•determine  whether  particular  schools  meet  those  standards.  For  the 
purpose  of  this  subsection,  the  Commissioner  shall  publish  a  list  of 
nationally  recognized  accrediting  agencies  or  associations  and  State 
agencies  which  ne  determineo  to  be  reliable  authority  as  ix>  the  quality 
•of  education  or  training  affordedi 
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<d)  The  term  "collegiate  school  of  nursing'*  means  a  department, 
division,  or  other  administrative  unit  in  a  college  or  university  which 
iprovides  primarily  or  exclusively  an  accredited  program  of  education 
m  professional  nursing  and  allied  subjects  leading  to  the  degree  of 
tmchelor  of  arts,  bachelor  of  science,  bachelor  of  nursing,  or  to  an 
.  "equivalent  degree,  or  to  a  graduate  degree  in  nursing. 

(e)  The  term  ^'associate  degree  school  of  nursing"  means  a  depart- 
ment, division,  or  other  administrative  unit  in  a  junior  college,  com- 
munity college,  college,  or  university  which  provides  primarily  or  ex-/ 
•clusively  an  accredited  two-year  program  of  education  in  professional 
uursing  and  allied  subjects  leading  to  an  associate  degree  in  nui'sing 
•ur  to  an  equivalent  degree. 

(f)  The  term  "accredited"  when  applied  to  any^  program  of  nurse 
education  means  a  program  accredited  by  a  recognized  body  or  bodies 
:approved  for  such  purpose  by  the  Commissioner  of  Education. 

(g)  The  term  "eligible  lender"  m^ans  an  eligible  institution,^  an 
4»jgency  or  instrumentality  of  a  State,  or  a  financial  or  credit  institu- 
tion (including  an  insurance  company)  which  is  subject  to  examina- 
tion and  supervision  by  an  agency  of  the  United  States  or  of  any  State, 
•or  a  pension  fund  approved  by  the  Commissioner  for  this  purpose. 

(h)  The  term  "line  of  credit"  means  an  arrangement  or  agreement 
between  the  lender  and  the  borrower  whereby  a  loan  is  paid  out  by 
the  lender  to  the  borrower  in  annual  installments,  or  whereby  the  lend- 
er agrees  to  make,  in  addition  to  the  initial  loan,  additional  loans  in 
subsequent  years. 

(20  t.S.C.  1085)  EJnacted  Nov.  8, 1065,  P.L;  89-829,  Title  IV,  sec.  485,  79  Stat. 
1247  i  as  amended  Oct.  29,  1966,  P.L.  89-698,  Title  11,  sec.  204,  80  Stat.  1072} 
■amended  Oct.  16, 1968,  P.L.  90-575,  Title  I,  sees.  116, 118,  82  Stat.  1023>26. 

DISTRICT  OP  COtXIMBlA  SltJDEN'T  LOAN  INStWANOE  PKOORAM 

Sec.  436.  (a)  The  Board  of  Commissioners  of  the  District  of  Co- 
lumbia is  autlionzed  (1)  to  establish  a  student  loan  insurance  program 
which  meets  the  requirements  of  this  part  for  a  State  loan  insurance 
program  in  order  to  enter  into  agreements  with  the  Commissioner  for 
the  purposes  of  this  jbitle  and  such  Act,  (2)  to  enter  into  such  agree- 
ments with  the  Commissioner}  (3)  to  use  amounts  appropriated  to  such 
Board  for  the  purposes  of  this  section  to  establish  a  fund  for  such 
purposes  and  for  expenses  in  connection  therewith,  and  (4)  to  accept 
md  use  donations  for  the  purposes  of  this  section. 

(b)  Notwithstanding  the  provisions  of  any  applicable  law,  if  th(v 
borrower,  on  any  loan  insured  under  the  progi;am  established  pur- 
suant to  this  section,  is  a  minor,  any  otherwise  valid  note  or  other  writ- 
ten agreement  executed  by  him  for  the  purposes  of  such  loan  shall 
<sreate  a  binding  obligation. 

(c)  There  are  autliori^ed  to  be  appropriated  to  such  Board  such 
amounts  as  may  be  necessary  for  the  purposes  of  this  section. 

(20  U.S.O.  1086)  Enacted  Nov.  3,  1966,  P.L.  89-752,  sec.  12,  80  Stat.  1244$ 
amended  Oct.  16. 1968,  P.L.  90-675,  Title  I»  sec.  116, 82  Stat.  1024. 

fi&PAYMeNT  Bt  TUm  COMMlSStOKett  OF  LOANS  OF  D&OfiAS&D  OtH  t)ISA]}Lfit> 

BORROWtiBS 

Seo.  43?.  If  a  student  borrower  who  has  received  a  loan  described 
in  clause  (A),  (B),  or  (C)  of  section  428(a)  (1)  died  or  becomes  per^ 
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manently  and  totally  disabled  (as  determined  in  accordance  with  regu- 
lations of  the  Commissioner),  then  the  Commissioner  shall  discharge 
the  borrower's  liability  on  the  loan  by  repaying  the  amount  owed  on 
the  loan* 

(20  UiS.C.  1087)  Enacted  Oct.  16, 1968,  P.Iv.  00-575,  Title  I,  sec.  113,  82  Stat 
1020 }  amended  June  123, 1072,  P.L.  02-318,  sec.  132D,  86  Stat.  203. 

ELIGIBIUTT  OF  INSTWimONS  * 

Sec.  438.  (a)  Notwithstanding  any  other  provision  of  this  part,  the 
Commissioner  is  autiiorized  to  prescribe  such  regulations  as  may  be 
necessary  to  provide  for— 

(X)  a  fiscal  audit  of  an  eligible  institution  with  regard  to  any 
funds  obtained  from  a  student  who  has  received  a  loan  msured 
under  this  part,  or  insured  by  a  State  or  nonprofit  private  nistitu- 
tion  or  organization  with  which  the  Commissioner  has  an  agree* 
ment  under  section  428(b) ; 

(2)  the  establishment  of  reasonable  standards^ of  financial 
responsibility  and  appropriate  institutional  capability  for  the 
administration  by  an  eligible  institution  of  a  program  of  student 
financial  aid  with  respect  to  funds  obtained  from  a  student  who 
has  received  a  loan  insured  under  this  part,  or  insured  by  a  State 
or  nonprofit  private  institution  or  organization  with  which  the 
Commissioner  has  an  agreement  under  section  428(b) ; 

(3)  the  limitation,  suspension,  or  termination  of  the  eligibility 
under  this  part  of  any  otherwise  eligible  institution,  whenever  the 
Commissioner  has  determined,  after  notice  and  affording  an 
oppoiiunity  for  hearing,  that  such  institution  has  violated  or 
failed  to  carry  out  any  regulation  prescribed  under  this  part* 

(b)  The  Commissioner  shall  publish  a  list  of  State  agencies  which 
he  determines  to  be  reliable  authority  as  to  the  ciuality  of  public 
postsecondary  vocational  education  in  their  respective  States  for  the 
purpose  of  determining  eligibility  for  all  Federal  student  assistance 
programs^ 

(20  t.S.0. 1087-1)  Enacted  June  23, 1072,  P.L.  02-318,  sec.  182B(a),  86  Stat. 
264. 

S'rtn)E}ff  tOAN  MAKKETll^O  ASSOCIATION 

Se'J.  480.  (a)  The  Congress  hereby  declares  that  it  is  the  purpose  of 
this  section  to  establish  a  Government-sponsored  i}rivate  corporation 
which  will  be  financed  by  private  capital  and  which  will  serve  as  a 
secondary  market  and  warehousing  facility  for  insured  student  loans, 
insured  by  the  Commissioner  under  this  part  oi'  by  a  State  or  nonprofit 
private  institution  or  organization  with  which  the  Commissioner  has  an 
agreement  under  section  428(b)',  and  which  will  provide  liquidity  for 
student  loan  investments. 

(b)  (1)  There  is  hereby  created  a  body  corporate  to  be  known  as  the 
Student  Loan  Marketing  Association  (hereinafter  referred  to  as  the 
"Association").  The  Association  shall  have  succession  until  dissolved. 
B  shall  maintain  its  principal  office  in  the  District  of  Columbia  and 
shall  be  deemed,  for  purposes  of  venue  in  civil  actions,  to  be  a  resident 

*  ThlH  section  i0  effective  on  and  after  August  i!3, 1072. 
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thereof.  Offices  may  be  established  by  the  Association  in  such  other 
place  or  places  as  it  may  deem  necessary  or  appropriate  for  the  conduct 
of  iti  businesSi 

(a)  The  Association,  including  its  franchise,  capital,  reserves,  sur- 
plus, mortgages,  or  other  security  holdings,  and  income  shall  be  exempt 
from  all  taxation  now  or  hereafter  imposed  by  any  State,  territory,  pos- 
session, Commonwealth,  or  dependency  of  the  United  States,  or  by  the 
District  of  Columbia,  or  by  any  county,  municipality,  or  local  taxmg 
authority,  except  that  any  real  property  of  the  Association  shall  be  sub- 
ject to  State,  territorial,  county,  municipal,  or  local  taxation  to  the  same 
extent  according  to  its  value  as  other  real  propery  is  taxed. 

(3)  There  is  hereby  authorized  to  be  appropriated  to  the  Secretary 
.of  Health,  Education,  and  Welfare  $6,000,000  lor  making  advances  for 
ithe  purpose  of  helpmg  to  establish  the  Association.  Such  advances  shall 
be  repaid  within  such  period  as  the  Secretary  may  deem  to  be  appropri- 
Me  in  light  of  the  maturity  and  solvency  of  the  Association.  Such 
4idvances  shall  bear  interest  at  a  rate  not  less  than  (  A)  a  rate  deter- 
mined by  the  Secretary  of  the  Treasury  taking  into  consideration  the 
•current  average  market  yield  on  outstanding  marketable  obligations  of 
the  United  States  with  remaining  periods  to  maturity  comparable  to 
the  maturity  of  such  advances,  adjusted  to  the  nearest  one-eighth  of  1 
per  centiun,  plus  (B)  an  allowance  adequate  in  the  judgment  of  the 
iSecretanr  to  cover  administrative  costs  and  probable  losses.  Repay- 
ments of  such  advances  shall  be  deposited  into  miscellaneous  receipts 
•of  the  Treasury. 

(o)  (i)  The  Association  shall  have  a  Board  of  Directors  which  shall 
eonsist  of  twenl^-one  persons,  one  of  whom  shall  be  designated  Chair- 
man by  the  President.  .      ,    ,  . 

(2)  An  interim  Board  of  Directors  shall  be  appointed  by  the  Presi- 
dent, one  of  whom  he  shall  designate  as  interim  Chairman.  The 
interim  Board  shall  consist  of  twenty-one  members,  seven  of  whom 
.shall  be  representative  of  banks  or  other  financial  institutions  which 
.are  insured  lendprs  pursuant  to  this  section,  seven  of  whom  shall  be 
representative  of  educational  institutions,  and  seven  of  whom  shall  be 
■representative  of  the  general  public.  The  interim  Board  shall  arrange 
for  an  initial  offering  of  common  and  preferred  stocks  and  take  what- 
ever other  actions  are  necessary  to  proceed  with  the  operations  of  the 
Association.  _  «  . 

(3)  When  in  the  judgment  of  the  President,  sufficient  common 
;Stock  of  the  Association  has  been  purchased  by  educational  institutions 
and  bankft  or  other  financial  institutions,  the  holders  of  common  stock 
■which  are  educational  institutions  shall  elect  seven  membei-s  of  the 
Board  of  Directors  and  the  holdei-s  of  common  stock  which  are  banks 
.or  other  financial  institutions  shall  elect  seven  members  of  the  Board 
of  Directors.  The  President  shall  appoint  the  remaining  seven  direc- 
tors, who  shall  be  representative  of  the  general  public. 

(4)  At  the  time  the  events  described  in  paragraph  (8)  have 
Occurred,  the  ititerim  IBoard  shall  turn  over  the  affairs  of  the  Associa- 
tion to  the  regular  Board  so  chosen  or  appointed. 

(5)  The  directors  appointed  by  the  President  shall  serve  at  the 
•pleasure  of  the  President  and  until  their  successors  have  been  appointed 
.and  have  qualified.  The  remaining  directors  shall  each  be  elected  for  a 
tteim  ending  on  the  date  of  the  next  annual  meeting  of  the  common 
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stockholders  of  the  Association,  and  shall  serve  untU  their  successors! 
have  been  elected  and  have  qualified.  Any  appointive  sent  on  the  Board 
which  becomes  vacant  shall  be  filled  by  appointment  of  the  President. 
Any  elective  seat  on  the  Board  which  becomes  vacant  after  the  annual 
election  of  the  directors  shall  be  filled  by  the  Board,  but  only  for  the 
unexpii-ed  portion  of  the  term. 

(6)  The  Board  of  Directors  shall  meet  at  the  call  of  its  Chairman,, 
but  at  least  semiannually.  The  Board  shall  determine  the  general  poli- 
cies which  shall  govern  the  operations  of  the  Association,  The  Chair- 
man of  the  Board  shall,  with  the  approval  of  the  Boatd,  select,  appoint, 
and  compensate  qualified  persons  to  fill  the  offices  as  may  be  provided 
for  in  the  bylaws,  v  ilh  such  executive  functions,  powei-s,  and  duties, 
as  may  be  prescribed  by  the  bylaws  or  by  the  Board  of  I)irectoi«,  and 
such  persons  shall  be  the  executive  officei'S  of  the  Association  and.  shall 
discharge  all  such  executive  functions,  powers,  and  duties. 

(d)  (1)  The  Association  is  authorisjed,  subject  to  the  provisions  of 
this  section,  pursuant  to  commitments  or  otherwise,  to  make  advances, 
on  the  security  of,  purchase,  service,  sell,  or  otherwise  deal  in,  at  prices, 
and  on  terms  and  conditions  determined  by  the  Association,  student, 
loans  which  are  insured  by  the  Commissioner  under  this  part  or  by 
a  State  or  nonprofit  private  institution  or  organization  with  which  the^ 
Commissioner  has  an  agreement  under  section  428(b). 

(2)  Any  warehousing  advance  made  under  paragraph  (1)  of  this, 
subsection  shall  not  exceed  80  per  centum  of  the  mm  amount  of  an 
insured  loan.  The  proceeds  from  any  such  advance  shall  be  invested 
in  additional  insured  student  loans.  ,  , 

(e)  The  Association,  pursuant  to  such  criteria  as  the  Board  of 
Directors  may  presciibe,  shall  make  advances  on  security  or  i)urchas6 
student  loans  pursuant  to  subsection  (d)  only  after  the  Association  is. 
assured  that  the  lender  (A)  does  not  discriminate  by  pattern  or  prac- 
tice against  any  particular  class  or  category  of  students  by  requiring 
that,  as  a  condition  to  the  reecij^t  of  a  loan,  the  student  or  his  famil^r 
maintain  a  business  I'elationship  with  the  lender,  except  that  this, 
clause  shall  not  apply  in  the  case  of  a  loan  made  by  a  credit  union,, 
savings  and  loan  association,  mutual  savings  bank,  institution  of 
higher  education  or  any  other  lender  with  less  than  $60,000,000  in 
deposits,  and  (13}  does  not  discnminate  on  the  basis  of  race,  sex,  color, 
creed,  or  national  origin* 

(f )  (1)  The  Association  shall  hav(j  common  stock  having  a  par  value- 
of  $100  per  share  which  may  be  issued  only  to  lenders  under  this  par^. 
pertaining  to  guaranteed  student  loans,  who  are  qualified  as  insured, 
lenders  under  this  part  or  who  are  eligible  institutions  as  defined  m, 
section  436  ( a)  (other  than  an  institucion  outside  the  United  States) . 

(2)  Each  share  of  common  stock  shall  be  entitled  to  one  vote  with 
rights  of  cumulative  voting  at  all  elections  of  directors.  Voting  shall  be- 
by  classes  as  described  in  subsection  (c)(8). 

(3)  The  common  stock  of  the  Association  shall  be  transferable- 
only  as  may  be  prescribed  by  regulations  of  the  Secretary  of  Health, 
Education,  and  Welfare,  and,  as  to  the  Association,  only  on  the  books, 
of  the  Association.  The  Secretary  of  Health,  Education,  and  Welfare- 
shall  prescribe  the  maximum  number  of  shares  of  common  stock  the 
Association  may  issue  and  have  outstanding  at  any  one  time. 

(4)  To  the  extent  that  net  income  is  earned  and  reahaed,  subject- 
to  subsection  (g)  (2),  dividends  may  be  declared  on  common  stock  by 
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the  Board  of  Dirootors,  SuqU  dividends  as  may  be  declared  by  th& 
Board  shall  be  paid  to  the  holder?  of  outstanding  shares  of  common 
stock,  except  thoii  no  such  dividends,  sliall  be  payable  with  respect  to 
any  nhare  which  has  been  called  for  redemption  past  the  effective  date 
of  such  call. 

(g)  (1)  The  Association  is  authorized,  with  the  approval  of  the 
Secretaiy  of  Health,  Education,  and  Welfare,  to  issue  nonvoting  pre- 
ferred stock  with  apar  value  ox  $100  per  share.  Any  preferred  share 
issued  shall  be  freely  transferable,  except  that,  as  to  the  Association} 
it  shall  be  transferred  only  on  the  books  of  the  Association. 

(2)  The  holders  of  the  preferred  shares  shall  bo  entitled  to  such 
rate  of  cumulative  dividends  and  such  shares  shall  be  subject  to  such 
redemption  or  other  conversion  provisions,  as  may  be  provided  for 
at  the  time  of  issuance*  No  dividends  shall  be  payable  on  any  share 
of  common  stock  at  any  time  when  any  dividend  is  due  on  any  share 
of  preferred  stock  and  has  not  been  ^aid. 

(3)  In  the  event  of  any  liquidation,  dissolution,  or  winding  up  of 
the  Association's  business,  the  holders  of  the  preferred  shares  shall  be 
paid  in  full  at  par  value  thereof,  plus  all  accrued  dividends,  before 
the  holders  of  the  conunon  shares  receive  any  {payment. 

(h)  (1)  The  Association  is  authorized  with  the  approval  of  the 
Secretary  of  Health,  Education,  and  Welfare  and  the  Secretary  of  the 
Treasury  to  issue  and  have  outstanding  obligations  having  such 
maturities  and  bearing  such  vp'  ^  or  rates  of  interest  as  may  be  deter- 
mined by  the  Association.  Such  obligations  may  be  redeemable  at  the 
oj^tion  of  the  Association  before  maturity  in  stich  manner  as  may  be 
stipulated  therein. 

(2)  The  Secretary  of  Health,  Education,  and  Welfare  is  authorized, 
prior  to  July  1, 1982,  to  ^arantee  payment  when  due  of  principal  and 
interest  on  obligations  issued  by  the  Association  in  an  aggregate 
amotmt  determined  by  the  Secretary  in  consultation  with  the  Secre* 
tan' of  the  Treasury. 

(3)  To  enable  the  Secretary  of  Health,  Education,  and  Welfare 
to  discharge  his  responsibilities  under  guarantees  issued  by  him,  he  is 
authorizea  to  issue  to  the  Secretary^  of  the  Treasury  notes  or  other 
obligations  in  such  forms  and  denominations,  beaiing  such  maturities, 
and  subject  to  such  terms  and  conditions,  as  mayl}e  prescribed  by 
the  Secretary  of  Health,  Education,  and  Welfai'e  with  the  approval 
of  the  Secretarv  of  the  Treasury.  Such  notes  or  other  obligations  shall 
bear  interest  at  a  rate  determined  by  the  Secretanr  of  the  Treasury, 
taking  into  consideration  the  current  average  market  yield  on  outst».na- 
ing  marketable  obligations  of  the  Ujiited  States  of  comparable  matur- 
ities during  the  months  preceding  the  issuance  of  the  notes  or  other 
obligations.  The  Secretary  of  the  Treasury  is  authorized  and  directed 
to  purchase  any  notes  and  other  obligations  issued  hereunder  and  for. 
that  purpose  he  is  authorized  to  use  as  a  public  debt  transaction  the 
proceeds  from  the  sale  of  any  securities  issued  under  the  Second  Lib- 
erty Bond  Act,  as  amended,  and  the  purposes  for  which  securities 
may  be  issued  under  that  Act,  as  amended,  are  extended  to  iuclude 
any  purchase  of  such  notes  and  obligations.  The  Secretary  of  tlie 
Treasury  may  at  any  time  sell  any  of  the  notes  or  other  obligations 
acquired  by  him  under  this  subsection.  All  redemptions,  purchases, 
and  sales  by  the  Secretary  of  the  Treasury  of  such  notes  or  other 
obligations  shall  be  treated  as  public  debt  transactions  of  the  United 
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States.  There  is  authorized  to  be  appropriated  to  the  Secretary  of 
Health,  Education,  and  Welfare  such  sums  as  may  be  necessanr  to 
pay  the  principal  and  interest  on  the  notes  or  obligations  issued  by 
aim  to  the  Secretary  of  the  Treasury, 
(i)  The  Association  shall  have  power— 

(1)  to  sue  and  be  sued,  complain  and  defend,  in  its  corporate 
name  and  through  its  own  counsel ; 

(2)  to  ado^t,  alter,  and  use  the  corporate  seal,  which  shall  be 
judicially  noticed; 

(3)  to  adopt,  amend,  and  repeal  by  its  Board  of  Directors, 
bylaws,  rules,  and  regulations  as  may  be  necessary  for  the  conduct 
of  its  business; 

(4)  to  conduct  its  business,  carry  on  its  operations,  and  have 
officers  and  exercise  the  power  granted  by  this  section  in  any  State 
"Without  regard  to  any  qualification  or  similar  statute  in  any  State; 

(5)  to  lease,  purchase,  or  otherwise  acquire,  own,  hold,  improve, 
use,  or  otherwise  deal  in  and  with  any  property,  real,  personal,  or 
mixed,  or  any  interest  .therein,  wherever  situated ; 

(6)  to  accept  gifts  or  donations  of  services^  or  of  property,  real, 
personal,  or  mixed,  tangible  or  intangible,  m  aid  of  any  of  the 
purposes  of  the  Association ; 

(7)  to  sell,  convey,  mortgage,  pledge,  lease,  exchange,  and 
•otherwise  dispose  of  its  property  and  assets }      ' ' 

(8)  to  appoint  such  officers,  attorneys,  employees,  and  agents  as 
may  be  reqiiired,  to  determine  their  qualifications,  to  define  their 
duties,  to  fix  their  salaries,  require  bonds  f6r  them  and  fix  the 
penalty  thereof ;  and 

(9)  to  enter  into  contracts,  to  execute  instruments,  to  incur 
liabilities,  and  to  do  all  things  as  are  necessary  or  incidental  to  the 
proper  management  of  its  affairs  and  the  proper  conduct  of  its 
business. 

(j)  The  accounts  of  the  Association  shall  be  audited  annually. 
Such  audits  shall  be  conducted  in  accordance  with  generally  accepted 
auditing  standards  by  independent  certified  public  accountants  or  by 
independent  licensed  public  accountants,  licensed  on  or  before  Decem- 
ber 31, 1970,  who  are  certified  or  licensed  by  a  regulatory  authority  of  a 
State  or  other  political  subdivision  of  the  United  States,  except  that 
independent  public  accountants  licensed  to  practice  by  such  regulatoiy 
authority  after  December  31, 1970,  and  persons  who,  although  not  so 
<;ei*tifled  or  licensed,  meet,  in  the  opinion  of  the  Secretary,  standards 
of  education  and  evpericnce  representative  of  the  highest  standards 
prescribed  by  the  licensing  authorities  of  the  several  States  which  pro- 
vide for  tlie  continuing  licensing  of  public  accountants  and  which  are 
prescribed  by  the  Secretary  in  appropriate  regulations  may  perform 
such  audits  until  December  31,  1976.  A  report  of  each  such  audit 
shall  be  furnished  to  the  Secretai-y  of  the  Treasury.  The  audit  shall 
be  conducted  at  the  place  or  places  where  the  accounts  are  normally 
kept.  The  representatives  of  the  Secretary  shall  have  access  to  all 
books,  accounts,  financial  records,  reports,  files,  and  all  other  papei-s, 
things,  or  property  belonging  to  or  in  use  by  the  Association  and  nec- 
essary to  facilitate  the  audit,  and  they  shall  be  afforded  f till  facilities 
for  verifying  transactions  with  tlic  balances  or  securities  held  by 
depositaries,  fiscal  agents,  and  custodians. 
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{\0  A  report  of  each  such  audit  for  a  fiscal  year  shall  be  made  by 
the  Secretary  of  the  Treasury  to  the  President  and  to  the  Congress  not 
later  than  six  months  following  the  close  of  such  fiscal  year.  The  report 
shall  set  forth  the  scope  of  the  audit  and  shall  include  a  statement 
(showing  intercorporate  relations)  of  assets  and  liabilities,  capital  and 
surplus  or  do'^^  It^  o.  statement  of  surplus  or  deficit  analysis;  a  state- 
ment of  income  and  expense;  a  statement  of  sources  and  application  of 
funds;  and  such  comments  and  information  as  may  be  deemed  neces- 
sary to  keep  the  President  and  the  Congress  informed  of  the  operations 
and  financial  condition  of  the  Association,  together  with  sucli  recom- 
mendations with  respect  thereto  as  the  Secretary  may  deem  advisable, 
including  a  report  of  any  impairment  of  capital  or  lack  of  sufficient 
capital  noted  in  the  audit.  A  copy  of  each  report  shall  be  furnished  to 
the  Secretary  of  Health,  Education,  and  Welfare  and  to  the 
Association. 

(1)  All  obligations  issued  by  the  Association  shall  be  lawful  invest- 
ments, and  may  be  accepted  as  security  for  all  fiduciary,  trust,  and 
public  funds,  the  investment  or  deposit  of  which  shall  be  unpler  author- 
ity or  control  of  the  United  States  or  of  any  officer  or  officers  thereof. 
All  stock  and  obligations  issued  by  the  Association  pursuant  to  this 
section  shall  be  deemed  to  be  exempt  securities  within  the  meaning  of 
laws  administered  by  the  Securities  and  Exchange  Commission,  to 
the  same  extent  as  securities  which  are  direct  obligations  Of,  or  obl^a* 
tions  ^aranteed  as  to  principal  or  interest  by,  the  United  States.  The 
Association  shall,  for  the  purposes  of  section  14(b)  (2)  of  the  Federal 
Heserve  Act,  be  deemed  to  be  an  agency  of  the  United  States. 

(m)  In  order  to  furnish  obligations  for  delivery  by  the  Association, 
the  Secretary  of  the  Treasury  is  authoriz;ed  to  prepare  such  obligations 
in  sttch  form  as  the  Board  of  Directoi-s  may  approve,  such  obligations 
when  prepared  to  be  held  in  the  Treasury  subject  to  delivery  upon 
order  by  the  Association.  The  engraved  plates,  dies,  bed  pieces,  and  so 
forth,  executed  in  connection  therewith  shall  remain  in  the  custody 
of  the  Secretary  of  the  Treasury.  The  Association  shall  reimburse  the 
Secretary  of  the  Treasury  for  any  expenditures  made  in  the  prepa* 
ration,  custody,  and  delivery  of  such  obligations. 

(n)  The  Association  shall,  as  soon  as  practicable  after  the  end  of 
each  fiscal  year,  transmit  to  the  President  and  the  Congress  a  report  of 
its  operations  and  activities  during  each  year. 

(20  U.S.C.  1087-2)  kacted  June  23, 1072,  P.h.  92-318,  sec.  133(a),  86  Stat.  265, 
260. 


Emergency  Insured  Student  Loan  Act  of  1969 

INCENTIVE  PAYMENTS  ON  INStfKED  STUDENT  LOANS 

Sec.  2.  (a)  (1)  Whenever  the  Secretary  of  Health,  Education,  and 
Welfai'e  determines  that  the  limitations  on  interest  or  other  condi- 
tions (or  both)  applicable  under  part  B  of  title  IV  of  the  Higher 
Education  Act  of  1965  (Public  Law  89-829)  to  student  loans  eligible 
for  insurance  by  the  Commissioner  of  Education  or  under  a  State  or 
nonprofit  private  insurance  program  covered  by  an  agreement  under 
section  428  (b)  of  such  Act.  considered  in  the  light  of  me  then  current 
economic  conditions  and  in  particular  the  relevant  money  market, 
are  impeding  or  threatening  to  impede  the  carrying  out  of  the  pur. 
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poses  of  such  part  B  and  have  caused  the  return  to  holders  of  such 
loans  to  be  less  than  equitable,  he  is  hereby  authorized,  bv  regulation 
applicable  to  a  three-month  period  specified  therein,  to  prescribe 
(after  consultation  with  the  Secretaiy  of  the  Treasury  and  the  heads 
of  other  appropriate  agencies)  a  special  allowance  to  be  paid  by  the 
Commissioner  of  Education  to  each  holder  of  an  eligible  loan  or  loans. 
The  amount  of  such  allowance  to  any  holder  with  respect  to  such 
period  shall  be  a  percentage,  specified  in  such  regulation,  of  the  aver- 
age unpaid  balance  of  msbursed  principal  (not  including  interest 
added  to  principal)  of  all  eligible  loans  held  by  such  holder  during 
such  period,  which  balance  shall  be  computed  in  a  mamier  specified 
in  such  regulation ;  but  no  such  poimitage  shall  be  set  at  a  rate  in 
excess  of  3  per  centum  per  annum. 

(2)  A  determination  pursuant  to  param-aph  (1)  may  be  made  by 
the  Secretary  of  Health,  Education,  and  Welfare,  on  a  national,  re* 
gional,  or  other  appropriate  basis  and  the  regulations  based  thereon 
may,  accordingly,  set  differing  allowance  rates  for  different  regions  or 
other  areas  or  classifications  of  lenders,  within  the  limit  of  thi&,  ihaxi* 
mum  rate  set  forth  in  paragraph  (1 ) . 

(3)  For  each  thi-ee-mpnth  period  with  respect  to  which  ;tl;ie  Secre* 
tary  of  Health,  Education,  and  Welfare  prescribes  a  special  allow- 
ance, the  determination  required  by  paragraph  (1)  shall  be  made,  and 
tlie  percentage  rate  applicable  thereto  shall  be  set,  by  promulgation 
of  a  new  regulation  or  by  amendment  to  a  regulation  applicable  to  a 
prior  periocVor  periods. 

(4)  The  special  allowance  established  for  any  such  three-month 
period  shall  be  payable  at  such  time,  after  the  close  of  suph  period,  as 
may  be  specified  by  or  pursuant  to  regulations  promulgated  under  this 
Act.  The  holder  of  a  loan  with  respect  to  which  any  such  allo^yance  is 
tx>  be  paid  shall  be  deeme4  to  have  a  contractual  right,  as  against  the 
United  States,  to  receive  such  allowance  from  the  Commissioner. 

(5)  Each  regulation  or  amendment,  prescribed  under  this  Act, 
which  establishes  a  special  allowance  with  respect  to  a  three-month 
period  specified  in  the  regulation  or  amendment  shall,  notwithstand- 
ing section  505  of  the  Higher  Dducation  Amendments  of  1068,  amily 
to  the  three-month  periocT immediately  preceding  the  period  in  wnich 
such  regulation  or  amendment  is  published  in  the  Federal  Register, 
except  that  the  fii-st  such  regulation  may  be  made  effective  as  of 
Augtist  1, 1969,  and  notwithstanding  other  provisions  of  this  section 
requiring  a  three-month  period,  may  be  made  effective  for  a  period  of 
less  than  three  months. 

(6)  (A)  The  Secretary  of  Health,  Education,  and  Welfare  shall 
determine,  with  respect  to  the  student  insured  loan  program  as  author- 
ized under  pait  B  of  title  IV"  of  the  Higher  Education  Act  of  1966  and 
this  Act,  whether  there  are  any  practices  of  lending  institutions  which 
may  result  in  discrimination  against  particular  classes  or  categories  of 
students,  including  the  requirement  that  as  a  condition  to  the  receipt 
of  a  loan  the  student  or  his  family  maintain  a  business  relationship 
with  the  lender,  the  consequences  of  such  requirement,  and  the  prac- 
tice of  refusing  to  make  loans  to  students  for  their  freshman  year  of 
study,  and  also  including  any  discrimination  on  the  basis  of  sex,  color, 
creed,  or  national  origin.  The  Secretary  shall  make  a  report  with 
respect  to  such  determination,  and  his  recommendations,  to  the  Con- 
gress on  or  before  March  1, 19Y0. 
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(B)  If,  after  making  such  determination,  the  Secretary  finds  that,  in 
any  arda,  a  substantial  number  of  eligible  students  are  denied  a  fair 
opportunity  to  obtain  an  insured  student  loan  because  of  practices  of 
lending  institutions  in  the  area  which  limit  student  participation,  (i) 
he  shaU  take  such  steps  as  may  be  appropriate,  after  consultation  with 
the  appropriate  State  guarantee  agencies  and  the  Advisory  Council  on 
Financial  Aid  to  Students,  relating  to  such  practices  and  to  encourage 
the  development  in  such  area  of  a  plan  to  increase  the  availability  of 
financial  assistance  opportunities  for  such  students,  and  (ii)  he  shall, 
within  sixty  days  after  making  such  determination,  adopt  or  amend 
appropriate  regulations  pertaining  to  the  student  insured  loan  pro« 
gram  to  prevent,  where  i)racticable,  and  practices  which  he  finds  nave 
denied  loans  to  a  substantial  himiber  of  students. 

(7)  As  used  in  this  Act,  the  term  "eligible  loan"  means  a  loan  made 
on  or  after  August  U 1969,  and  prior  to  July  1, 19T5  which  is  insured 
under  title  IV-B  of  the  Higher  Education  Act  of  1965.  or  made  uiider 
a  program  covered  by  an  a-gi-eement  under  section  428(b)  of  such  Act 

(b)  The  Commissioner  of  Education  shall  pay  thtj  holder  of  an 
eligiSle  loan,  at  such  time  or  times  as  are  specified  in  regulations,  a  spe* 
ciaT  allowance  prescribed  pursuant  to  subsection  (a),  subject  to  the 
condition  that  such  holder  shall  submit  to  the  Cornmissioner,  at  such 
time  oi-  times  and  in  such  manner  as  he  may  deem  proper,  such  infor- 
mation as  may  be  required  by  regulation  for  the  purpose  of  enabling 
the  Secretary  of  Health,  Edijoation^  and  Welfure  and  the  Commis- 
sioner to  carry  out  their  functions  under  this  Act  and  to  carry  out  the 
purposes  of  this  Act. 

(c)  (1)  Thei-e  are  hereby  authorized  to  be  appropriated  for  special 
allowances  as  authorized  by  this  section  not  to  exceed  $20,000,000  for 
the  fiscal  year  ending  June  30,  197o^  $40,000,000  for  the  fiscal  year 
ending  June  30, 1971,  and  for  succeedmg  fiscal  yeai-s  such  sums  as  may 
be  necessary. 

(2)  Sums  available  for  expenditure  pursuant  to  appropriations 
made  for  the  fiscal  year  ending  June  30j  1969,  under  section  421(b) 
(other  than  clause  (1)  thereof)  of  the  Higher  Education  Act  of  1966 
shall  be  available  for  payment  of  special  allowances  under  this  Act, 
llie  authorization  in  paragraph  (1)  shall  be  reduced  by  the  amount 
made  available  pursuant  to  this  paragraph. 

Dttacted  October  22,  tm>  P.L.  91-96,  88  Stat.  141;  amended  Apdl  18,  im, 
P.L.  93-269;  88  Stat.  87. 


lERlC 


HIGHER  EDUCATION  ACT,  TITLE  IV 

Pakt  E— Direct  Loans  to  Stuobnts  in  iNsrmmoNS  ot»  Hiohek 

EnroATiON  * 

Ssci.  461.  (a)  The  Commissioner  shall  carina  out  a  program  of  stimu- 
lating and  assisting  in  the  establishment  and  mahitenance  ox  ftinds  at 
institutions  of  higher  education  for  the  making  of  low-interest  loans  to 

>  P&ti.  £)  eo&tittues.the  authority  formerly  eoutalued  iii  Title  1!  of  the  NDIOA.  Vot  the  lau* 
guage  of  that  Authority,  see  p.  246. 
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students  in  need  thereof  to  pursue  their  courses  of  study  in  such  insti- 
tutions. 

(b)  (1)  For  the  purpose  of  enabling  the  Commissioner  to  make  con- 
tributions to  student  lian  fun^  estawished  under  this  part,  there  are 
hereby  authorized  to  be  appropriated  $375^000,000  for  the  fiscal  year 
ending  June  30,  1973,  ond  $400,000,000  for  the  fiscal  year  ending 
June  30, 1973,  and  for  each  of  the  succeeding  fiscal  years  ending  prior 
toJuly  1,1975. 

(2)  In  addition  there  are  hereby  authorized  to  be  appropriated 
such  sums  for  the  fiscal  year  ending  June  30,  1976,  and  each  of  the 
three  succeeding  fiscal  years  as  may  be  necessai^y  to  enable  students 
who  have  received  loans  for  academic  years  ending  prior  to  July  1, 
1975,  to  continue  or  complete  courses  of  study* 

(c)  Any  sums  approptiated  pursuant  to  subsection  (b)  for  any 
fiscal  year  shall  be  availa.>le  for  apportionment  pursuant  to  section 
462  and  for  i>rt^ments  of  3^ederal  capital  coiitributions  therefrom  to 
institutions  of  higher  educt^tion  which  have  agreements  with  the  Com- 
missioner under  section  463,  Such  Federal  capital  contributions  and 
all  contributions  from  such  institutions  sliall  be  used  for  the  establish* 
ment,  expansion,  and  maintenance  of  student  loan  funds* 

(20  U.S.C.  1087aa)  Enacted  June  23»  1972,  P.L.  92-818,  sec.  137(b)»  86  Stat  278. 

(NmB;  Seed.  137  (c)  and  (d)  of  KL.  92-318  provide  as  foUbws:) 

(c)  la  the  case  oi!!  a  loan  made  before  July  1,  1972,  under  title  II  of  the 
National  Defense  Education  Act  of  1958  not  to  exceed  50  per  centum  of  such 
loan  (1)  shall  be  canceled  for  service  by  the  borrower  as  a  full-time  teacher 
in  a  public  or  other  nonpro&t  elementary  or  secondary  school  in  a  State^  in  an 
institution  of  higher  education,  or  in  an  elementary  or  secondary  school  overseas 
of  the  Armed  Forces  of  the  United  States  at  the  rate  of  10  per  cer^tttm 
of  the  total  amount  of  such  loan  for  each  complete  academic  year  of  such 
service,  except  that  (A)  such  rate  shall  be  15  per  centum  for  each  complete 
academic  year  of  service  as  a  full*tlme  teanher  in  a  public  pr  other  nonprofit 
elementary  or  secondary  school  which  is  in  the  school  district  of  a  local  edu* 
cational  agency  which  is  eligible  in  such  year  for  assistance  pursuant  to  title 
I  of  the  Elementary  and  Secondary  Education  Act  of  1965,  as  amended,  and 
which  for  purposes  of  this  paragraph  and  for  that  year  bus  been  determined  by 
the  Commissioner  (pursuant  to  regulations  and  after  consultation  with  the 
State  educational  agency  of  the  State  in  which  the  school  is  located  to  be  a 
school  in  which  there  is  a  high  concentration  of  students  from  low-income 
families,  except  that  (unless  all  of  the  schools  so  determined  are  schools  in 
which  the  enrollment  of  children  described  in  clause  (A),  (B),  or  (0)  of  section 
103(a)(2)  of  such  title  (using  a  low-income  factor  of  $3,000)  exceeds  50  per- 
centum  of  the  total  enrollment  of  the  school)  the  Commissioner  shall  not  make 
such  determination  with  respect  to  more  than  25  per  rientum  of  the  total  of 
the  public  and  other  nonprollt  elementary  and  secondary  schools  any  one 
State  tot  any  one  year,  (B)  HUuh  rate  shaU  be  15  per  centum  for  each  complete 
academic  year  of  service  as  a  fuU-time  teacher  of  handicapped  children  (includ* 
ing  mentally  retarded,  hard  of  hearing,  deaf,  speech  impaired,  visually  handi^ 
capped,  seriously  emotionally  disturbed,  or  other  health  impaired  children  who 
by  reason  thereof  require  special  education)  in  a  public  or  other  nonnrolit 
elementary  secondary  school  system,  and  (C)  for  the  purposes  of  any  can* 
collation  pursuant  to  clause  (A)  or  (B),  an  additional  60  per  centum  of  any 
such  loan  may  be  canceled^  and  (2)  shall  be  canceled  for  service  by  the  borrower 
after  June  80, 1970,  as  a  member  of  the  Armed  Forces  6f  the  tfnited  fcitat^s  at  the 
rate  of  12Vi  per  centum  of  the  total  amount  of  such  loan  for  each  year  ot 
consecutive  service,  but  only  if  such  loan  wast  made  after  April  18,  1970. 

(d)  (1)  Upon  enactment  of  this  Act,  the  program  authorissed  by  part  £}  of 
title  IV  of  the  Higher  Educallon  Act  of  196S  as  added  by  subsection  (b)  is. 
and  shaU  be  deemed  to  be,  a  continuation  of  the  progi'am  uuthorlised  l>y  title  11 
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of  the  National  Defense  Edncutlon  Act  of  1958.  in  accordance  with  regwlfitlons 
of  the  Commissioner.,  except  as  provided  In  subsection  (c),  all  rights,  privileges, 
dutlfs,  functions,  and  obligations  under  such  title  II  prior  to  the  enactment  of 
this  Act  fihall  be  deemed  to  be  vested,  as  the  Commissioner  determines  to  he 
appropriate,  under  such  part  Any  student  loan  fund  established  under  an 
agreement  under  such  title  II  shall,  lu  accordance  with  regulations,  be  deemed 
to  have  been  established  under  such  park  E ;  and  any  assets  of  such  student  loan 
fund  of  any  Institution  shall  be  deemed  to  be  the  assets  of  a  student  loan  fund 
established  under  an  agreement  of  that  institution  with  the  Commissioner  under 
such  parts. 

APX'ORTIONMENT  OP  AITHOX^RIATIONS 

Sec.  462.  (a)(1)  From  90  per  centum  of  the  sums  appropriated 
pursuant  to  section  461(b)  (1)  for  any  fiscal  year,  the  Commissioner 
shall  apportion  to  each  State  an  amount  which  bears  the  same  ratio 
to  the  amount  so  apjjropriated  as  the  number  of  ijersons  enrolled  on 
a  full<*time  basis  in  institutions  of  higher  education,  as  determined 
by  the  Comniissibner  for  the  most  recent  year  for  which  satisfactory 
data  are  available  to  him,  in  such  State,  bears  to  the  total  number 
of  poreons  so  enrolled  in  all  the  States.  The  remainder  of  the  sums 
so  appropriated  shall  be  apportioned  among  the  States  by  the  Com- 
missioner in  accordance  witn  equitable  criteria  which  he  shall  establish 
and  which  shall  be  designed  to  achieve  a  distribution  of  the  sums 
so  appi'opriated  among  the  States  which  will  most  effectively  carry 
out  the  purpose  of  this  part,  except  that  where  any  State's  apportion- 
ment under  the  first  sentence  for  a  fiscal  year  is  less  than  its  allotment 
tinder  section  202(a)  of  the  National  Defense  Education  Act  of  1968 
for  the  fiscal  year  ending  June  80,  1972,  before^  he  makes  any  other 
apportionments  under  this  sentence,  the  Commissioner  shall  appor- 
tion sufficient  additional  sums  to  such  State  under  this  sentence  to 
make  the  Staters  appoitionment  for  that  year  under  this  paragraph 
equal  to  its  allotment  for  the  fiscal  year  ending  June  30, 1972,  under 
such  section  202(a).  Sums  apportioned  to  a  State  under  the  preceding 
sentence  shall  be  consolidated  with,  and  become  a  part  of,  its  appor- 
tionment from  the  same  appropriation  under  the  first  sentence  of  this 
paragraph* 

(2)  Any  sums  appropriated  pursuant  to  section  461(b)  (2)  for  any 
fiscal  year  shall  be  apportioned  among  institutions  of  higher  education 
in  such  a  manner  as  the  Commissioner  determines  will  best  accomplish 
the  jpurpose  for  which  they  were  appropriated. 

(b)  (Ij  Any  institution  of  higher  education  desiring  to  receive  pay- 
ments or  Federal  capital  contributions  from  the  apportionment  of  the 
State  in  which  it  is  located  for  any  fiscal  year  shall  make  an  agree- 
ment under  section  463  and  shall  submit  an  application  therefor  to 
the  Commissioner,  in  accordance  with  the  provisions  of  this  jpart*  The 
Commissioner  shall,  from  time  to  time,  set  dates  before  which  such 
institutions  must  file  applications  under  this  section. 

(2)  The  Commissioner  shall  pay  to  each  applicant  under  this  sub- 
section tyhich  has  an  agreement  with  him  under  section  463,  from 
the  amount  apportionod  to  the  State  in  which  it  is  located,  the  amount 
requested  in  such  application.  Such  payment  may  be  made  in  such 
installments  as  the  Commissioner  determines  will  not  result  in  mmec* 
essary  accumulations  of  capital  in  the  student  loan  fund  of  olie  appli- 
<jant  established  under  its  agreement  under  section  463. 
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(c)  (1)(A)  If  the  total  amount  of  Federal  capital  contributions 
requested  in  the  applications  from  a  State  for  any  fiscal  year  exceeds 
the  amount  apportioned  to  that  State,  the  request  from  each  institu- 
tion shall  be  reduced  ratably.  .  ,  » 

(B)  In  case  additional  amounts  become  available  for  payments  to 
student  loan  funds  in  a  State  in  which  requests  have  been  ratably 
reduced  under  subparagraph  (A),  such  requests  shall  be  increased 
on  the  same  basis  as  they  were  reduced,  except  that  no  request  shall 
be  increased  above  the  request  submitted  imder  subsection  (b)  (1). 

(2)  If  the  amount  of  an  apportionment  to  a  State  for  any  fiscal 
year  exceeds  the  total  amount  of  Federal  capital  contributions 
requested  in  applications  from  that  State,  such  excess  shall  be  avail- 
able for  reapportionment  from  time  to  time  on  such  date  or  dates  as 
the  Commissioner  shall  fix.  From  the  aggregate  of  such  excess  for  any 
fiscal  year,  the  Commissioner  shall  reapportion  to  each  State  in  which 
requests  were  reduced  under  subparagraph  (A)  of  paragraph  (1) 
an  amount  which  bears  the  same  ratio  to  such  aggre^te  as  the  total 
amount  of  such  reduction  in  that  State  bears  to  the  total  amount  of 
such  reductions  in  all  the  States.  *  . 

(d)  The  aggregate  of  the  amounts  of  Federal  capital  contributions 
paid  under  this  section  for  any  fiscal  year  to  proprietary  institutions  of 
higher  education  may  not  exceed  the  amount  by  which  the  sums 
appropriated  pursuant  to  section  461(b)(1)  for  that  fiscal  year  ex- 
ceed $190,000,000. 

(20  U.S.0. 1087bb)  Bnticted  June  23, 1972,  P.L.  02-318,  sec.  137(b),  80  Stat.  273, 
274. 

AGREEMENTS  WITH  INSTITUTIONS  OP  HIGHER  EOTJOATlONr 

Seo.  463.  (a)  An  agreement  with  any  institution  of  higher  educa- 
tion for  the  payment  of  Federal  capital  contributions  under  this  part 
shall— 

(1)  provide  for  the  establishment  and  maintenance  of  a  student 
loan  fund  for  the  purposes  of  this  part ; 

(2)  provide  for  the  deposit  in  such  fund  of— 

(A)  the  Federal  capital  contributions, 

(B)  a  capital  contribution  by  such  institution  in  an 
amount  equal  to  not  less  than  one-ninth  of  the  amount  of  such 
Federal  contributions, 

(0)  collections  of  principal  and  interest  on  student  loana 
made  from  such  fund,. 

(D)  charges  collected  pursuant  to  regulations  under  sec- 
tion 464  (c)  fl )  (0 ),  and 

( E )  any  other  earnings  of  the  funds ; 

(3)  provide  that  such  student  loan  fund  shall  be  used  only  for— 

(A)  loans  to  students,  in  accordance  with  the  provisions 
of  this  part, 

(B)  administrative  expenses,  as  provided  in  subsection 
(b), 

10)  capital  distributions,  as  provided  in  section  466,  and 
D)  costs  of  litijgation,  and  other  collection  costs  agreed 
)y  the  Commissionel*  in  connection  with  the  collection  of 
a  loan  from  tlie  fund  (and  interest  thereon)  or  a  charge 
assessed  pursuant  to  regulations  under  section  464(c)  (1)  (G)  j 
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.  (4)  provide  that  where  a  note  or  written  agreement  evidenc- 
ing a  loan  has  been  m  default  for  at  least  2  years  despite  due  dili- 
gence on  the  part  of  the  institution  m  making  collection  thereon, 
the  institution  may  assign  its  rights  under  such  note  or  agree- 
ment to  the  United  States,  without  recompense,  and  that  in  that 
event  any  sums  collected  on  such  a  loan  shall  be  deposited  in  the 
general  fund  of  the  Treasury ;  and 

X  Wi.  »"5^"<i®  such  other  provisions  as  may  be  necessary  to  pro- 
tect the  financial  interest  of  the  United  States  and  promote  the 
purposes  of  this  part  as  are  agreed  to  by  the  Commissioner  and 
the  institution« 

(b)  An  institution  which  has  entered  into  an  agreement  under  sub- 
section (Q.)  shall  be  entitled,  for  each  fiscal  year  during  which  it  makes 
student  loans  from  a  student  loan  f imd  established  under  such  agree- 
ment, to  a  payment  m  lieu  of  reimbursement  for  its  expenses  in  aitoiin'^ 
Altering  its  student  loan  program  under  this  part  during  such  year, 
ouch  payment  shall  be  made  m  accordance  with  section  493. 
^^^20  U.S.C.  1087CC)  Enacted  June  23, 1972,  P.L.  92-S18,  sec.  187(b),  86  Stat.  274, 

•  rrEBMS  OP  LOANS 

Sec.  464.  (a)  (1)  Loans  from  any  student  loan  fund  established  pur- 
sutuit  to  an  agreement  under  section  463  to  any  student  by  any  insti- 
tution shall,  subject  to  such  conditions,  limitations,  and  requirements 
as  the  Commissioner  shall  prescribe  by  regulation,  be  made  on  such 
terms  and  conditions  as  the  institution  may  determine. 

(2)  The  aggregate  of  the  loans  for  all  years  made  by  institutions  o{^ 
higher  education  from  loan  funds  established  pursuant  to  agreements 
under  thi^  part  may  not  exceed— . 

(A)  $10,000  m  the  case  of  any  graduate  or  professional  student 
(as  defined  by  regulations  of  the  Commissioner,  and  including  any 
loans  from  such  funds  made  to  such  person  before  he  became  a 
graduate  or  professional  student) } 

(B)  $6,000  m  the  case  of  a  student  who  has  successfully  com- 
pleted two  years  of  a  program  of  education  leading  to  a  bachelor's 
degree,  but  who  has  not  completed  the  work  necessary  for  suc.'i  a 
degree  (determined  under  regulations  of  the  Commissioner,  and 
including  any  loans  from  such  funds  made  to  such  person  before 
he  became  such  a  student) ;  and 

(C)  $2,800  in  the  case  of  any  other  student. 

(8)  Regulations  of  the  Commissioner  under  paragraph  (1)  shall  be 
designed  to  prevent  the  impairment  of  the  capital  of  stujent  loan  funds 
to  the  maximum  extent  practicable  and  with  a  view  towai'd  thfe  objec- 
tive of  enabling  the  student  to  complete  his  course  of  studyi 

(b)  A  loan  from  a  student  loan  fund  assisted  under  this  part  may 
be  made  only  to  a  student  who— 

(1)  k  in  need  of  the  amount  of  the  loan  to  pursue  a  course  of 
etuxly  at  such  institution } 

(2)  is  caj)ttble,  in  the  opinion  of  the  institution,  of  maintaining 
good  standing  in  such  course  of  study  { 

(3)  has  been  accepted  for  enrollment  as  an  undergraduate, 
graduate,  or  professional  student  in  such  institution,  or,  in  the  case 
of  a  student  already  in  attendance  at  such  institution,  is  in  good 
standing;  and 
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(4)  is  canning  at  least  ono-lialf  the  normal  academic  workload, 
as  determined  by  the  institution.  *    ,^  ,    v  mia 

In  any  case  in  which  a  student  has  been  determmed  to  be  eligible  for  a 
loan  \mder  the  preceding  sentence,  and  such  student  thoroafter  tails  to 
maintain  good  standing,  the  eligibility  of  such  student  shall,  upon 
notice  to  the  Commissioner,  bo  suspqided,  and  further  payments  to,,  or 
on  behalf  of,  such  student  shall  not  be  made  until  such  student  regains 

good  standing.  ......       ^     i.  j  i  j  - 

(c)  (1)  Any  agreement  between  an  institution  and  a  student  lot 
a  loan  from  a  student  loan  fund  assisted  under  this  part--  / 

(A)  shall  be  evidenced  by  note  or  other  written  instrument 
•  which,  except  as  provided  in  paragraph  (2),  provides  for  repay- 

ment  of  the  principal  amount  of  the  loan,  togetlier  with  interest 
thereon,  in  equal  installments  (or,  if  the  borrower  so  i;equests,  in 
graduated  periodic  installments  determined  m.. accordance  with 
such  schedules  as  may  be  approved  by  the  Commissioner)  payable 
quarterly,  bimonthly,  or  monthly,  at  the  option  of  the  institution, 
over  a  period  beginning  nine  months,  after  the  xlato  on  which  the 
student  ceases  to  carrj'y  a*-,  an  institution  of  higher  education  or  a 
comparable  institution  outside  the  United  States  approved  for  this 
purpose  by  the  Commissioner,  at  least  one-half  the  normal  full- 
time  academic  workload,  and  ending  ten  years  and  nine  months 
after  such  date  5  .        ,  - 

(B)  shall  include  provision  for  acceleration  of  repayment  of 
the  whole,  or  any  part, of  such  loan,  at  the  option  of  the  borrower; 

(C)  may  provide,  at  the  option  of  the  institution  in  accordance 
with  regulations  of  the  Commissioner^  that  during  the  repayment 
period  of  the  loan,  payments  of  principal  and  interest  by.  the  bor- 
rower with  respect  to  all  outstanding  loans  made  to  him  from 
student  loan  funds  assisted  under  this  part  shall  be  at  a  rate  equal 
to  not  less  than  $80  per  month  ;  ,  .  .     .  _ 

(D)  shall  provide  that  the  loan  shall  bear  interest,  on  the 
unpaidbalance  of  the  loan,  at  the  rate  of  3  per  centum  per.annum, 
eJept  that  no  interest  shall  accrue  (i)  prior  to  t^^ 

of  repayment  determined  under  clause  (A)  (i)  or  (n)  during  any 
period  in  which  repayment  is  suspended  by  reason  of  paragraph 

unless  the  borrower  i«  a  minor  and  the  note  or  other  evi- 
dence of  obligation  executed  by  him  would.not,  under  applicable 
law,  create  a  binding  obligation,  shall  provide  that  the  loan  shall 
be  made  without  security  and  without,  endorsement ; 

( F )  shall  provide  that  no  note  or  evidence  of  obligation  may  be 
assigned  by  the  lender,  except  upon  the  transfer  of  the  borrower 
to  another  institution  participating  under  this  part  (or,  if  not  .so 
participating,  is  eligible  to  do  so  and  i«  approved  by  the  Commis- 
sioner for  such  purpose),  to  such  institution!  and .  .  . 

(G)  may,  pursuant  to  regulations  of  the  Commissioner,  provide 
for  an  assessment  of  a  charge  with  respect  to  the  loan  for  failure 
of  the  borrower  (i)  to  pay  all  or  uart  of  an  installment  when  .it  is 
due  or  (ii)  to  file  timaly  and  satisfactoiy  evidence  of  an  entitle- 
ment of  the  borrower  to  a  deferment  of  repayment  benefit  or  a 
cancellation  benefit  provided  under  this  part. 
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(2)  (A)  No  repayment  of  principal  of,  or  interest  on,  any  loan  from 
a  student  loan  fund  assisted  under  this  part  shall  be  required  during 
any  period  in  which  the  borrower— 

•  (i)  is  carrying  at  least  one-half  the  normal  full-time  academic 
workload  at  an  institution  of  higher  education  or  at  a  comparable 
institution  outside  the  United  States  which  is  approved  for  this 
purj)oso  by  the  Commissioner; 
(u)  is  a  member  of  the  Armed  B'brces  of  the  United  States? 
(ill)  is  in  service  as  a  volunteer  under  the  Peace  Corps  Act;  or 
(iv)  is  in  ser^rice  as  a  volunteer  under  title  VIII  of  the  Eco- 
nomic Opportunity  Act  of  1964. 
The  period  during  which  repayment  may  be  deferred  by  reason  of 
clause  (li),  (iii),,or  (iv)  shall  notexceed  three  years. 

(B)  Any  period  during  which  repayment  is  deferred  under  sub- 
paragraph (A)  shall  not  bs  included  in  computing  the  ten-year  maxi- 
mum period  provided  for  in  clause  (A)  of  paragraph  (1). 

(8)  The  Commissioner  is  authorized,  when'good  cause  is  shown,  to 
extend,  in  accordance  with  regulations,  the  ten-year  maximum  repay- 
ment period  provided  for  in  clause  (A)  of  paragraph  (1)  with  respect 
to  individual  loans. 

(4)  The  amount  of  any  charge  under  clause  (G)  of  paragraph  (1) 
shall  not  exceed-^ 

(A)  in  the  case  of  a  loan  which  is  repayable  in  monthly  install- 
ments. $1  for  the  first  month  or  part  of  a  month  by  which  such 
installment  or  evidence  is  late  and  $2  for  each  sucii  month  or  part 
of  a  month  thereafter ;  and 

(B)  in  the  case  of  a  loan  which  has  a  bimonthly  or  quai*terly 
repayment  interval,  $3  and  $6,  respectively,  for  each  such  interval 
or  part  thereof  by  which  such  installment  or  evidence  is  late. 

The  institution  may  elect  to  add  the  amount  of  any  such  charge  to  the 
principal  tvmount  of  the  loan  as  of  the  first  day  after  the  day  on  which 
such  installment  or  evidence  was  due,  or  to  make  the  amount  of  the 
charge  payable  to  the  institution  not  later  than  the  due  date  of  the 
ne;tt  installment  after  receipt  by  the  borrower  of  notice  of  the  assess- 
ment of  the  charge. 

(d)  An  agreement  under  this  part  of  payment  of  Federal  capital 
contributions  shall  include  provisions  designed  to  make  loans  from  the 
student  loan  fund  established  pursuant  to  such  agreement  I'easonablv 
available  (to  the  extent  of  the  available  funds  in  such  fund)  to  all 
eligible  students  in  such  institutions  in  need  thereof. 

(e)  In  determining,  for  purposes  of  clause  (1)  of  subsection  (b) 
of  this  section,  whether  a'student  who  is  a  veteran  (as  that  term  is 
defined  in  section  101(2)  of  title  88,  United  States  Code)  is  in  heed, 
an  institution  shall  not  take  into  account  the  income  and  assets  of  his 
pareftts. 

(20  U.S.C.  mm)  Enacted  June  23, 1072,  P.L.  92-818,  aec.  13r(b),  86  Stat. 
275,277. 

OAKfOJBLtATlON  Of  tOANS  fOK  CEttfAlN  Pmttd  SfiKVlCB 

Sfid.  465.  (a)  (1)  The  per  centum  specified  in  paragraph  (3)'  of  this 
subsection  of  the  total  amount  ot  any  loan  made  after  June  80, 1972, 
from  a  student  loan  fund  assisted  under  this  part  shall  be  canceled 
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ior  each  complete  year  of  service  after  such  date  hy  the  borrower  under 
/Circumstances  described  in  paragraph  (2) . 

(2)  Loans  shall  be  canceled  under  paragr«v]^h  ( 1 )  f or  service— 

(A)  as  a  full-time  teacher  for  service  in  an  academic  year  in  a 
public  or  other  nonprofit  private  elementary  or  secondary  school 

•,  which  is  in  the  school  district  of  a  local  educational  agency  which  is 
eli^ble  in  such  year  for  assistance  pursuant  to  title  I  of  the  Ele- 
mentary and  Secondary  Education  Act  of  196B,  and  which  for  the 
purposes  of  tliis  paragraph  and  for  that  year  has  been  determined 
,Dy  the  Commissioner  (piu'suant  to  regjuations  and  after  consul- 
tation with  the  State  educationaJ  agency  of  the  State  in  which  the 
school  is  located)  to  be  a  school  in  which  the  enrollment  of  chil- 
dren described  in  clause  (A),  (B),  or  (C)  of  section  103(a)(2) 
of  title  I  of  the  Elementary  and  Secondary  Education  Act  of  1965 
(using  a  low-income  factor  of  $B,000)  exceeds  80  per  centuin  of  the 

1  total  enrollment  of  tlialt  school  and  such  determination  shall  not 
be  made  with  respect  to  more  than  60  per  centum  of  the  total  num- 
ber of  schools  in  the  State  receiving  assistance  under  such  title  I; 

(B)  as  a  full-time  staff  member  in  a  jn^hool  program  car- 
ried on  under  section  222(a)(1)  of  the  Economic  Opportunity 
Act  of  1964  which  is  operated  for  a  period  which  is  comparable 
to  a  full  school  year  in  the  locality ;  Provided^  That  the  salary  of 
such  staff  member  is  not  more  than  the  salary  of  a  comparable 
employee  of  the  local  educational  agency,  or 

(C)  as  a  full-time  teacher  of  handicatyped  children  in  a  public 
or  other  nonprofit  elementanr  or  secondary  school  system;  or 

(D)  as  a  member  of  the  Armed  Forces  of  the  United  States, 
for  service  that  qualifies  for  special  pay  under  section  310  of 
title  87,  United  States  Code^  as  an  area  of  hostilities. 

For  purposes  of  this  paragraph,  the  term  "handicapped  children" 
means  children  who  are  mentally  retarded,  hard  of  hearing,  deaf, 
speech-impaired,  visually  handicapped,  seriously  emotionally  dis- 
turbed, or  other  health-impaired  children  who  by  reason  thereof 
require  special  education* 

(3)  (A)  The  per  centum  of  a  loan  which  shall  be  canceled  undet 
paragraph  (1)  of  this  subsection  is— 

(i)  in  the  case  of  service  described  in  clause  (A),  or  (0),  of  , 
paragraph  (2),  at  the  rate  of  15  per  centum  fof  the  first  or  second  * 
year  of  such  service,  20  per  centum  for  the  thifd  or  fourth  year  of 
such  service,  and  30  per  centum  for  the  fifth  year  of  such  service; 

(ii)  in  the  case  of  service  described  in  clause  (B)  of  para- 
graph (2)  at  the  rate  of  per  .centum  for  each  year  of  such 
service;  • 

(iii)  in  the  case  of  service  described  in  clause  CD)  of  para- 

?rraph  (i^j ,  not  to  exceed  a  total  of  50  per  centum  of  such  loan  at 
he  rate  of  121/^  per  centum  for  each  year  of  qualifying  service. 
(B)  If  a  ))ortion  of  a  loan  is  canceled  under  this  subsection  for  any 
year,  the  entire  amount  of  interest  on  such  loan  which  accrues  for  such 
year  shall  be  canceled. 

(0)  Nothing  in  this  subsection  shall  be  construed  to  authorize 
refunding  any  repayment  of  a  loan. 
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(4)  For  the  purposes  of  this  subsection,  the  term  "year"  where 
apphed  to  service  as  a  teacher  means  academic  year  as  defined  by  the 
Commissioner. 

(b)  The  Commissioner  shall  pay  to  each  institution  for  each  fiscal 
year  an  amount  equal  to  the  aggregate  of  the  amounts  of  loans  from 
its  student  loan  fund  which  are  canceled  pursuant  to  this  section  for 
such  year,  None  of  the  funds  appropriated  pursuant  to  section  461  (b) 
shall  be  available  for  payments  pursuant  to  this  subsection. 

(20  U.S.O.  lOSTee)  Enacted  June  23,  1972,  92-318,  sec*.  187(b),  86  Stat 
277, 278. 

DISTRIBUTION  OP  ASSETS  PROM  STUDENT  LOAN  FUNDS 

Seo.  466.  (a)  After  Jime  30,  1980,  and  not  later  than  December  81, 
1980,  there  snail  be  a  capital  distribution  of  the  balance  of  the  student 
loan  fund  established  under  this  part  by  each  institution  of  higher 
education  as  follows:  ' 

(1)  The  Commissioner  shall  first  be  paid  an  amount  which  bears 
the  same  ratio  to  the  balance  in  such  fund  at  the  close  of  June  30, 
1980.  as  the  total  amount  of  the  Federal  capital  contributions  to 
such  fund  by  the  Commissioner  under  this  iDart  bears  to  the  sum 
of  such  Federal  contributions  and  the  institution's  capital  con- 
tributions to  such  fund. 

,  (2)  The  remainder  of  such  balance  shall  be  paid  to  the  institu- 
tion. 

,(b)  After  December  31, 1980,  each  institution  with  which  the  Com- 
missioner has  made  an  agreement  under  this  part,  shall  pajr  to  the 
Commissioner  the  same  proportionate  share  of  amounts  received  by 
this  institution  after  June  30, 1974,  in  payment  of  principal  and  interest 
on  student  loans  made  from  the  student  loan  fund  established  pursuant 
to  such  agreement  (which  amount  shall  be  determined  after  deduc- 
tion of  any  costs  of  litigation  incurred  in  collection  Of  the  principal  or 
interest  on  loans  from  the  fund  and  not  already  reimbursed  from  the 
fund  or  from  such  ))ayments  of  principal  or  interest),  as  was  deter- 
mined for  the  Commissioner  under  subsection  (a). 
.  (c)  Upon  a  finding  by  the  institution  or  tm  Commissioner  prior 
to  July  1, 1980,  that  the  liquid  assets  of  a  student  loan  fund  established 
pursuant  to  an  agreement  under  this  paii  exceed  the  amount  required 
tor  loans  ot^  otherwise  in  the  foreseeable  future,  «tnd  upon  notice  to 
such  institution  or  to  the  Commissioner,  as  the  case  may  be,  there  shall 
be,  subject  to  such  limitations  as  may  be  included  in  regulations  of 
the  Commissioner  or  in  such  agreement,  a  capital  distribution  from 
such  fund.  Such  capital  distribution  shall  be  made  as  follows  i 

( 1 )  The  Commissioner  shall  first  be  paid  an  amount  which  bears 
the  same  ratio  to  the  total  to  be  distributed  as  the  Federal  capital 
contributions  by  the  Commissioner  to  the  studisnt  loan  fund  prior 
to  such  distribution  bear  to  the  sum  of  such  Federal  capital  con- 
tributions and  the  capital  contributions  to  the  fund  made  by  the 
institution. 

*  (2)  The  remainder  of  the  capital  distribution  shall  be  paid  to 
the  institution. 

(20  V,m  miii)  Bnacted  June  28, 1972,  P,t,  92^18,  sw.  187(b),  80  Stftt.  27$, 
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pePAmMCNT  OF  HEA(.TH.  CDUCATION.  AND  WHFAH6 
OFfiCe  OF  CDUCATtON 
WA9HtNQtON   O.C.  aP209 


STUDENT  AFFIDAVIT 


(For  fhc  Mc  dduwioml  Oppormity  (imt,  SuiipknwuQl  BducuHoml  OpHotttmity  Cmt,  CoWm  VforkrSmty* 
NaUoml  Oirect  Student  ioan,  Cmmticd  ond/Or  Meruily  Inmnil  ioan  fiommt) 


TO  THE  APPLICANT  FOR  FCOERAl  STUDENT  FINAN- 
ClAt  ASSISTANCE 

S<c«on  498  of  ihc.Hifthef  BduciHon  Act  (20  aS,C  tQ88g} 
requites  <hat  each  recipient  of  a  grartt,  loani  or  loan  guarantee 
under  the  lU$lo  Educailonal  Opportunity  Grant,  Supplement 
tal  Educational  Opportunity  Grant.  National  Dire(;t  Miident 
Loan  Of  Cuaranlecd/redenlly  Insured  Student  Loan  Pro*  . 
gtams  nie  an  affidavit  stating  that  money  attributable  to  such 
a  grant,  loan  or  loan  guarantee  will  be  used  solely  for  ex* 
pentes  related  to  attendance  or  continued  attendance  at  an 
institution  of  higher  education.  The  amount  of  com|)emat{on 
received  from  employment  under  the  College  Work-Study 
Program  is  based  on  a  student's  need  for  such  funds  to 
ittend  an  institution  of  higlier  education;  thus  earnings  from 
that  program  ntust  be  used  solely  for  expenses  related  to 
attendance  at  $uch  an  institution.  A  student  participating  In 
(he  College  Wurk>Study  piograni  shall  fltc  an  affidavit  to  that 
effect, 

WHERE  TO  FILE  THE  AFFIDAVIT 

A  notatited  copy  of  this  form  is  to  be  Hied  with  the  instltu* 
tlon  or  agency  which  provides  the  fundi  to  the  applicant 
under  these  programs,  In  other  words,  if  you  receive  » 
Federal  grant  ur  loan  from  an  institution  of  higlier  education 
art  affidavit  must  be  filed  with  that  institution.  If  youob* 


tain  a  Guaranteed  or  Federally  insured  loan  from  a  bank  or 
other  lending  agency»  the  form  must  be  Hied  with  that  bank 
or  lending  agency.  TIte  institution  or  agency  will  insert  the 
affidavit  in  your  records, 

NOTE}  The  student  must  $ign  ihl$  affidavit  in  the  presence 
ot  a  notary  or  other  person  legally  authorised  to  adtnlnlster 
oaths  or  afOrmations*  This  person  must  also  sign  the  afflda* 
vit. 

NUMBER  OF  COPIES  . 

You  may  need  to  file  niore  than  one  i.opy  of  this  affidavit 
in  case  ttiore  than  one  Institution  or  agency  Is  providing 
money  to  you.  If  you  receive  a  grant  from  an  institution 
of  higher  education  and  a  loan  from  a  banki  a  notarised 
copy  of  the  affidavit  must  be  filed  with  both  the  institution 
and  the  bank.  If  you  receive  a  grant.  work«study  asttstancei 
and  a  loan  from  an  Institution  of  higlier  education,  only  one 
copy  of  the  affidavit  must  be  filed  with  the  institution. 
WHEN  TO  SUBMIT  THE  AFFIDAVIT 
The  affidavit  must  be  submitted  before  or  at  the  time  you 
receive  financial  assistance  from  the  institution  or  agency. 
The  certification  is  effective  for  the  academic  Period 
coveied  by  the  student  financial  lid  award  you  iU  feceiv* 
ing.  * 


AFFIDAVIT 

I  hereby  affirm  that  any  funds  received  under  the  BaHc    |  National  Direct  Student  Loan,  or  the  Guaranteed/ 
Educational  Opportunity  Grant,  the  .Supplemental  £duca«     Federally  Insured  Loan  Programs  will  be  used  Jolely  for 
tional  Op^rtunity  Gtant.  the  College  Wurk'Study,  the     I  expenses  related  to  attendance  or  continued  attendance  at 


 Date:  ~ 


Academic  period  covered  by  award(s)^ 


.19. 


to* 


19. 


Subscribed  and  iwom  before  rt^e  (his*..^  day  of  


^,19-^ 


My  commission  expires! « 


lAuamt  of  /vt)  M/y  «)  n  utf 


OE  FORM  1289«  4/;4 
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The  GuAUANTi-iKi)  Student  Loan  PnoanAM,  Septembeh  1073 
(By  the  National  Council  of  HlgUei*  Etlueatlon  I^oan  Programs) 

FOUEWORO 

The  purpose  of  this  Issue  paper  is  to  provide  a  foundation  for  discussion  con- 
oorninK  the  purpose  and  the  future  of  the  Guaranteed  Student  I^au  Program, 
I'ew  am  deny  that  the  Education  Amenduients  of  1072  have  brought  much  con- 
fujslou  to  the  program,  with  the  result  that  couimevclal  lenders  have  reduced 
their  dollar  support  of  the  program.  ^  ^  •     ^  . 

This  paper  has  as  a  major  purpose  to  ask  Questions  of  those  people  who  estab- 
lish national  policy,  legislatively  and  administratively.  Those  persons  musst  first 
t?stublish  a  firm  foundation  of  policy  and  direction  before  tlie  program  adminis- 
trators can  begin  to  rebuild  the  program.  At  the  present  time,  the  program  is  being 
torn  Jipart  by  those  who  differ  among  themselves  as  to  the  program's  purpose  and 
imiMirtance. 

This  paper  has  been  written  by  persons  who  have  as  their  major  responsibility 
the  admhiistratlon  of  a  guaranteed  student  loan  program.  Rather  than  only 
viewing  this  program  ns  one  of  several  to  he  administered,  the  authors  live  with 
the  minute  details  of  this  program  day  In  atul  day  out.  It  Is  hoped  that  these  cre- 
dentials will  lend  some  weight  to  the  suggestions  nwde,  and  lend  some  urgency 
to  the  questions  asked. 

This  paper  seeks  not  only  to  address  the  problem  at  hand,  but  attempts  to  also 
rtlseuss  some  certain  crises  of  the  future.  To  the  best  of  their  ability,  the  authors 
reeorde<l  all  potential  options  and  solutions  which  came  to  their  ^collective  mhid, 
with  no  attempt  to  obscure  any  alternative  not  popular  with  the  authors, 

These  (iuestlons  and  suggestions,  now,  are  laid  lief  ore  those  who  must  decide 
the  future  of  this  program.  And,  It  Is  with  no  snmll  measure  of  hope  that  tliose 
who  are  used  to  legislating  and  regulating  In  arenas  of  "captive  audiences"  will 
vemcinber  the  central  lesson  of  the  past  year.  That  Is.  unless  this  program  is  kept 
slmi»le,  and  unless  It  is  reasonably  attractive  to  the  lending  community,  the  most 
eloquent  and  preclwe  legislative  and  regulatory  efforts  will  not  induce  the  lend- 
ing ciMumunlty  to  nmke  an  adequate  amount  of  dollars  available  to  our  nation's 
;:4tudents.  . 

OrtAnEtt  I--THE  Dilemma  op  the  States  fliEiNSUuANCE  on  FflDEHAt 

•  .  iNSUHANCE? 

I.  A  QUOTATION  ^KOM  THE  STATUTE 

"The  purpose  of  this  part  is  to  enable  the  Commissioner  (1)  to  encourage  Statei! 
and  nonprofit  private  Institutions  and  organisations  to  establish  adequate  loan 
insurance  programs  for  students  la  eligible  Institutions  •  .  .  (2)  to  provide  a 
iVrteral  program  of  student  loan  insurance  for  sttidetits  or  letulers  who  do  not 
have  reasotmble  access  to  a  State  or  private  nonprofit  program  of  student  lomi 
itiKUrnnce  . .  tttlgher  Education  Act  of  1003  (as  amended),  Title  IV,  Part  B, 
Section  421  (a )1 

II.  THE  AtTEHNATlVE  OP  t^HoOltAM  Al)AtlN*tSTUAT10iV  AVAlLAtltE 

TO  A  STATE 

A.  fifitablish  its  own  guarantee  agency.  ^  ^  ^      ^  ^ 

li.  (Contract  wlt^t.n  private  nonprofit  agency  to  admlnisfi »  the  state  program. 
C.  Kefiuest  the  implementation  of  the  Federally  Insured  Student  Loan 
t*rogram. 

in.  TltE  ntW'*EUlxVO  M5VRL8  Ot^  ^Rim«AT.  lNV«ST^fl^NT  tN  "ll-JhEKAL**  STATES  VS. 
STATES  WITH  OUAUANTEE  A(JENClES 

There  nre  «ix  dLstlhct  items  tn  the  Guaranteed  Siudent  Loan  Program  which 
rentiire  the  Investment  of  Federal  funds.  In  four  of  these  six  item«,  a  state 
would  reali'/e  an  advantage  by  ehooHlng  the  Implementation  of  the  Federally 
Insured  Loan  Program  over  the  other  two  non4>deral  alternatives.  For  tmr* 
posus  of  this  paper,  thewe  items  are  labelled  ''Federal  investment  Variables** 
(F,l.V.*s)  and  they  are  listed  and  comimred  In  the  table  on  the  followhig  page. 
13ach  of  these  variables  must  be  eJcamined  In  any  contemplated  attempt  to  bring 
greater  or  total  equity  In  the  treatmefit  of  all  fifty  states  and  the  territories* 


ERIC 


250 

tin  perconti 


Federal  I 
£edera  I 
Federa 
Federal  1 
Federal  I 
Federal  i 


States  with  th» 

Federal  Investment  varlablos  (FIVs)  ^'VSm  ^'teSeK 

!u!i!y    dejaulted  principal  amounts,.   m 

!5  K  {^^  dWt^**  accrued  interest  amounts^  \ im 

I  luml    cyJifiction  costs  and  pursuit  of  defaulted  claims/,^;,\\\\  m 

Mml  SI  l^T  costs  of  prograni  adminlslratlon,..  ,  v!  hi 

ftbi  y  for  payment  of  interest  benefits   '  h\ 

ability  for  payment  of  special  allowance...,,.  .!! hi 
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these  accoun  Siand  often  the  collection  costs  flxMeS  i^^^^^^^  the  full  costs  of  co  ec  on  oi> 

IV.  AN  HiSTORICAIi  I»ERSPECT1V£5 

A.  The  state  operated  its  own  guarantee  agency  j  or 

th?StSepwgmSr     """^  """'^  *°  a«»JnJ«ter 

Education  authorized  Uulted  Student  Aid  VnnAa  t«a  ♦.k 

t;  fhhlliS^i*'  ^''^  appropriated  Federal  seed  money  as  a  reserve  ftrnd. 

?f«l  «  0'  tl^elr  Federal  seed  money  allotment.  At  each 

tSltltc^^JT^^  W,,'^^^®  encumbered  by  student  Sn  volKe, 
Soii^m  n«     W  ^f***  of  appropriate  state  dollars  to  contlnuethe 

pro-am  on  its  then  current  basis,  or  to  choose  an  alternative  which  reattlreS 
sfn'tS'SlSnW  W'-Plementatton  of  the  Federally  InS  ffip^gram. 
lattSSteiSSfm  P'oSfa^*  over  one-half  of  the  states  have  chosen  the 

V.  THB  PflESBNT  SIWAMOW 

*t,?^!Sf«««if?]!!!4®^^^"Ti  24  states  who  continue  to  invest  state  dollars  in 
S.Lf'^^S*,^**  program  are  those  states  whose  commitment  to 

E"?«^fi??if  predates  the  1065  Federal  legislation.  However,  the  continuing 
easy  availability  of  the  fiat-ally  more  attractive  Federal  program  constantly 
threatens  the  continued  existence  of  these  established  state  programs.  Many 
program  administrators  undergo  very  penetrating  questtonlng  by  state  officials 

biennlum  as  they  seek  additional  cdmlni»Uative 
S'm*'^'  S'enter  reserve  i^nd  capacity,  or  any  type  of  amendment  to  state  legls- 

J"  states  right  now  are  considering  the 
potential  abolition  of  the  state  guarantee  agencies  as  m  easy  and  pnlnless 
means  to  rea Uko  a  substantial  savings  to  the  state  if  the  Federal  government 
will  offer  a  similar  program  and  assume  all  costs.  a?his  knowledge  often  leads 
state  program  administrators  to  be  ultraKJonservatlve  In  their  statements  of 
fitnftlng  and  monetary  requirements  (often  to  the  detriment  of  the  program's 
fldminlstratlve  quality)  as  they  seek  continued  renewal  of  tbeir  state's  fiscal 
support. 

VI.  A  COMPMC*  IM  l.E01StA*lVK  PORfOsB  AND  AOMlNlS'rnA'ttVI!  IMTBM* 

In  IMS,  the  Congres«  nppropriated  Federal  seed  money  to  fulfill  s«6  of  the 
stated  purposes  of  the  Act  which  was  to  encourage  the  establishment  of  adequate 
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non-Federal  loan  Insurance  programs.  In  1868,  the  Congress  amended  the  statute 
to  provide  a  substitute  for  the  seed  money  which  would  attempt  to  carry  out  the 
same  purpose.  This  substitute  was  named  ^^reinsurance"  and  provided  a  meana- 
J®  ^.'JS.o"^^^*®  Federal  credit  for  Federal  dollars.  Speaking  for  the  Administration 
in  1968  before  the  House  Special  Subcommittee  on  Education  concerning  the 
purpose  of  reinsurance,  [then]  Associate  Commissioner  for  Higher  Education 
Peter  Mulrhead  indicated  that  , .  In  the  long  run  what  we  would  like  to  see  la 
place  here  would  be  50  State  operated  programs  making  these  loans  available  •  • 
and  that  \  •  ,  our  objective,  our  clear-cut  objective  In  the  guarantee  loan 
program,  Is  to  look  toward  a  state  operating  In  these  programs,  endorsing  what 
this  committee  has  endorsed  many  times ;  the  whole  concept  of  creative  Federal- 
ism. We  should  do  all  that  we  can  to  carry  out  that  concept  and  to  have  the  States 
support  It." 

If,  Indeed,  it  today  remains  the  contention  of  the  Congress  and  the  Administra- 
tion tiiut  tiie  purpose  of  reinsurance  continues  to  be  to  provide  an  incentive  for 
states  and  private  organissutions  to  establish  adequate  loan  Insurance  programs, 
then  the  credibility  of  this  stated  purpose  must  be  examined  in  light  of  the 
alternative  to  reinsurance,  which  is  a  program  of  Federal  Insurance  at  no  cost 
Standing  alone,  reinsurance  could  )>  n  to  fulflU  its  stated  purpose.  However, 
when  viewed  in  light  of  the  alterna  .  of  the  no-cost  Federal  program  available 
to  every  state,  it  can  at  most  be  claimed  that  reinsurance  permits  the  survival 
of  the  more  determined  state  programs,  but  by  no  stretch  of  the  Imagination  can 
It  be  avguud  tlmt  It  fuinils  its  purpose  of  encouraging  the  establishment  of  any 
new  non-Federal  programs. 

yil.         OGNXKAL  ISSUG  TO  B&  RESoLVGD 

How  is  the  incompatibility  of  the  stated  purpose  of  reinsurance  and  the  con- 
tinuea  existence  of  the  alternative  no*cost  Federal  program  to  be  resolved?  There 
appear  to  be  two  alternatives ; 

A.  Strike  that  portion  of  the  statute  which  indicates  that  one  of  the  purposeia 
of  the  act  is  to  encourage  the  establishment  of  adequate  non-Federal  loan  insur- 
ance programs.  Insert  in  its  place  more  appropriate  wording  which  would  indicate 
that  a  purpose  of  the  act  was  to  permit  the  establishment  of  loan  insurance 
programs  by  wullng  states  or  private*  non-profit  agencies. 

B.  Amend  legislation  to  bring  greater  equity  of  Federal  investment  in  all  states* 
This  exercise  would  require  an  answer  as  to  whether : 

t  Too  little  is  being  offered  to  the  states  having  guarantee  agencies  t  or, 
2.  Too  much  is  being  offered  to  the  "Federal**  states. 

Vlir.  THE  OMIONS  m  tONG-jnANOS  ^noORAM  ADMlNlSTIlA'iiON 

The  Statute  may  be  amended  in  an  attempt  to  stablllsse  or  alter  the  dis(?4butlott 
of  Federal  and  non-Federal  states  by  establishing  total,  greater,  or  lesser  equity 
In  any,  or  all,  of  the  Federal  Investment  Variables.  One  of  the  following  goals 
must  be  first  establshed  t 

A.  Institute  a  nationwide  program  of  Federal  Insurance,  and  eliminate  further 
state  participation  and  Investment. 

B.  Seek  full  participation  by  all  60  states,  and  allow  the  Federal  program  to 
expire  on  a  timely  basis. 

0.  Maintain  a  mixture  of  Federal  and  non^Federal  states,  but 

(1 )  Seek  to  acquire  more  Federal  states. 

(2)  Seek  to  acquire  more  guarantee  agencies. 

(3)  Attempt  to  stabUlsse  the  current  distribution  of  Federal  and  non* 
Federal  states. 

IX.  MteTttOl)S  m  AOHilSVlNO  BACH  omoj^ 

ii  Ifatimotde  Fedmi  Pmram 

This  would  require  the  discouragement  of  the  continued  operation  of  the 
remaining  guarantee  agencies.  This  would  be  accomplished  by  any  widening  of 
the  dlsimritles  in  any  of  the  current  Federal  Investment  Variables,  Kemovlng 
Interest  benefits  or  special  allowance  eligibility  for  only  the  guarantee  agencies* 
student  loans  would  accomplish  this  goal  fairly  fast.  So  would  the  removal  or 
reduction  of  the  80%  reinsurance.  And,  as  long  as  the  alternative  Federal  pro* 
gram  remains  an  option,  so  would  any  revival  of  the  year-old  discussions  about 
requiring  all  guarantee  agency  states  to  charge  their  applicants  an  "Insurance 
fee"  (not  all  states  currently  do  so)  wMx  the  addittonttl  requirement  that  these 

a*)  -  . 
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states  remit  a  portion  of  sucU  fee  to  the  Federal  goveruineiit  for  the  privilege  of 
reinsurnnce,  (It  now  seems  IncrrUlble  that  the  Administration  oiico  considered 
charging  states  who  are  Investing  their  own  fnnds  In  the  program  [it  Insnranee 
fees  iire  coUooted,  they  never  fnlly  cover  all  administrative  expenses  and  defanlt 
llahilitiesj,  but  never  actively  diseussed  the  iwsslbillty  of  charging  non-Investing 
stato  governnu»nts  a  "fee"  to  cover  any  portion  of  adnUnlstratlve  costs  and  default 
liabilities  In  the  Federally  Insured  hom  Program, ) 

B.  Full  State  Partictpatm 

This  goal  could  be  accomplished  by  nothing  less  than  eventual  elimination 
of  the  alternative  li'ederal  program  (or  by  maUIng  the  Federal  program  more 
costly  to  a  state  tha..  the  establishment  of  their  own  program).  While  the 
Federal  program  originally  was  Implemented  In  the  states  on  a  **teniporary** 
basis,  these  states  continually  have  gambled  on  successive  extensions  of  the 
life  of  the  Federally  Insured  I^oan  Program— and  they  have  won  their  bets, 
What  state  governor  would  seriously  ask  his  legislature  to  appropriate  funds 
to  pay  for  a  program  tliey  are  now  getting  for  free  and  when  they  see  no 
prospect  of  It  expiring?  Constituent  denmnd  for  this  program  Is  now  much 
stronger  in  the  mld-lU70's  than  It  was  back  In  the  mld-lDOO's  when  numy  of 
the  no  states  had  never  truly  experienced  the  bonellts  of  a  statewide  i)rogram 
(or  lutd  had  only  a  short-term,  Inconclusive  experience  with  one),  and  tlielr 
cltl}^ens  had  not  become  accustomed  to  the  availability  of  this  form  of  assistance, 
Rt»c*mt  experience  with  the  vast  public  reaction  to  the  new  legislative  amendments 
should  Indicate  to  some  degree  the  pressure  an  aroused  cltl'/enry  would  place 
on  a  state  If  tlie  **teuiporary'*  Federal  program  was  to  be  given  a  definite  expira- 
tion date,  and  It  was  seen  that  the  sUUe  was  not  taking  steps  to  asstu'e  the 
continuation  of  similar  beiiellts  to  Its  cltlxens  by  establishing  a  state  program. 
If  this  alternative  Is  given  serlotis  consideration,  there  wotild  be  some  merit 
to  avoiding  a  single,  nationwide  expiration  date  of  the  Federally  Insured  Loan 
Progmni.  Kather,  It  might  be  more  appropriate  to  lapse  the  Federal  program 
within  Individual  states  a  speclfled  period  of  time  (0  monthsV)  after  the  final 
day  of  each  state's  m^xt  regularly  scheduled  session  of  their  legislature. 

This  alterimtlve  also  wotild  retptlre  the  Congress  to  re-examine  the  current 
parameters  within  which  Individual  state  agencies  have  been  allowed  to  tailor 
their  loan  programs  to  complehient  other  existing  state  student  assistance 
programs  and  state  higher  edticatlon  funding  goals.  (For  example,  state  agen* 
cles  currently  are  permitted  to  make  choices  of  borrowing  nmxlmums  for  Indi- 
vidual academic  years  which  range  from  $1,00()  to  .$2,500),  Many  of  these  state 
options  are  m)t  undesirable.  However^  It  would  be  most  unreasonable  for  the 
Congress  to  allow  50  state  agencies  a  range  of  choices,  and  then  expect  BO 
identical  responses.  The  present  variations  among  state  guarantee  ageticles 
bears  testimony  to  this,  (It  should  be  stated,  however,  that  any  substantial 
'•tightening'*  of  these  parameters,  wlthotit  first  removing  the  alternative  of  simply 
hnplementlng  the  Federal  program,  definitely  could  result  In  the  sudden  acqulsb 
tlon  of  several  more  "Federal**  states.) 

e.  Mfiintnhh  a  MMuro  of  Hoth  Fcdemt  amt  noH'P'vdmtt  Pro(fmm/i 
1,  ?<eek  to  acfiulre  more  Federal  states, 

A  continuation  of  the  current  disparity  In  the  Federal  Investmetit  Variables 
shduld  accomplish  this  goal  without  the  need  for  further  program  modification. 
2»  Seek  to  acquire  more  guarantee  agencies. 

To  reall'/e  this  goal,  all  the  Federal  Investment  Variables  would  have  to  be 
eqiuilP/ed  for  all  50  states,  aiul.  ideally,  at  least  one  of  the  variables  should  be 
futided  In  all  states  at  less  than  100*^.  TlTe  key  ingredient  Itt  this  altertuitlve  Is 
to  estaldlsli  a  fonndatton  on  which  a  state  nmy  choose  to  bull<l  The  comblnatlotis 
of  Ftuleral  Investment  Variables  are  endless.  For  Instance,  ratfier  than  Insuring 
100%  of  the  defaulted  principal  liability  In  half  the  states  and  reinsuring  8070 
in  tlie  otlier  half,  the  government  could  consider  Insuring  or  reinsuring  80%  or 
im/r  of  the  defanlted  prlncli)at  liability  In  all  states,  (Four  states  currently  are 
functifU){ng  wltfi  an  80%  or  a  J)0%  guarantee,)  A  state  coidd  choose  to  guarantee 
the  renutlnitig  10%  or  20%,  or  II:  nuiy  choose  not  to  do  so.  The  princliml  ingredl* 
ent  in  successfully  reallJiing  this  alterimtlVe  Is  to  be  certain  that  a  state  will  not 
realb.e  anv  fltmticlal  gala  by  implementing  or  retalnltig  the  Federally  Insured 
Loan  Program. 

3.  Attempt  to  stablU*.'*  the  /-jhu'ent  distribution  of  Federal  amt  noipFederal 
programs. 
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Complete  stability  Is  nearly  impossible.  The  progrnm  stniotuvo  which  would 
come  the  closest  to  this  «oul  would  be  to  equuU'/e  all  Federal  Investment  A  ariables 
in  all  50  stiites  at  100%  Federal  funding.  In  this  environment,  the  Federal  states 
would  continue  to  have  little  Incentive  to  estiiblish  agencies  (except  maybe  for 
the  advantages  of  local  administration,  an  incentive  which  might  be  easily  off- 
set by  simple  inertia  or  a  disinclination  to  get  involved  in  udmtnlKtrattve  *'red 
taim"  when  it  Is  not  required).  The  non-Federal  states  would  realisse  no  gain 
by  ''going  FederaV*.  However,  this  is  an  expensive  alternative,  and  it  has  only 
the  other  single  advantage  of  providing  and  retaining  local  servicing  staff  •ami 
the  other  benefits  of  local  administration  when  the  state  in  questlou  has  nn  es- 
tablished agency. 

The  trend  toward  **going  Federal"  can  be  partially  stabilized  (or  at  least  re- 
tarded) by  bringing  canity  to  some,  if  not  all,  of  the  Federal  Investment  Varia- 
bles. There  nve  currently  two  Federal  Investment  Variables  which  are  par- 
ticularly troublesome  to  state  agencies; 

(a)  Federal  liability  for  defaulted  accrued  interest  amotmts, 

Until  1972,  the  Federally  Insured  Loan  Program  and  some  of  the  state 
guarantee  agencies  did  not  insure  accrtied  interest.  In  1072,  the  Federal 
statute  was  chtttiged  to  insure  interest  in  the  Federal  program,  but  a  similar 
amendment  to  reinsure  interest  in  the  non-Federal  states  was  not  included. 
The  establisliment  of  SALLIE  MA13  has  nmde  the  insurance  of  Interest  prac- 
tically mandutory,  If  the  loan  paper  is  to  be  readily  marketable.  However, 
the  states  who  do  not  insure  interest  are  faced  with  the  potential  threat  that 
asking  their  legislators  to  assume  more  defaul  liability  at  this  tinm  could 
lie  the  ''straw  tluit  broke  the  earners  back  "  resulting  in  the  implement^itioii 
of  the  Federal  program  in  that  state. 

All  stiites  who  currently  are  insuring  interest  will  face  a  crisis  if  the 
Congress  should  adopt  any  further  legi»lative  provision  which  might  re- 
quire the  deferral  of  accruing  interest  on  non-subsidissed  )omH  during  the 
period  of  time  the  borrower  Is  in  school.  Such  a  provision  will  add  substan- 
tially to  the  dollar  amount  of  each  defatilted  claim.  Unless  such  additional 
amounts  were  reinsured,  nmny  state  tiscal  officers  could  mandate  the  aban- 
donment of  tlie  state  lu'ograin  and  the  implementation  of  the  Federal  pro- 
gram. The  ideal  ,  environment  which  would  afford  the  state  agencies  the 
greatest  amount  of  protection  would  be  the  total  equalisation  of  this  Federal 
investment  Variable  at  100%  for  all  uO  states.  However,  even  an  80%  rein- 
surance of  this  amotmt  would  be' helpful* 

(b)  Federal  Ihibllity  for  collection  costs  and  the  pursuit  of  defatilted 
claims. 

Many  state  agency  administrators  are  frequently  questioned  by  dollar 
conscious  state  olHcials  and  legislators  as  to  why  the  agency  nmst  spend 
amotmts  of  moufy  on  the  collection  of  defaulted  accounts  when  these 
collection  costs  often  exceed  the  20%  of  the  collected  payments  which  the. 
agency  nuiy  retain  on  reinsured  accounts,  Program  administrators  are 
occasionally  advised  to  accept  the  20%  loss  and  eliminate  the  expensive 
colleethm  functions.  It  is  diiilcutt  for  a  program  administrator  to  explain 
that  the  adoption  of  stK*h  an  attitude  wotild  result  in  the  caneethttion  of 
the  state\s  80%  H'insurjinee  privileges*  which  wotdd  reqtili^e  the  stnte  t(i 
accept  the  100%  Insurance  *ftltermitive  in  Its  place.  In  st)ite  of  the  fact 
that  legishitlve  passages  to  the  contrary  can  be  cited  by  state  program 
administrators,  their  informed  state  oiiiclats  and  legi  tators,  after  con- 
sidering the  availal)ility  of  the  [ilterimtlve  federal  program,  form  the* 
opttiton  that  the  Federal  govermnent  i«  not  assuming  80%  of  a  state^^ 
liability,  btit.  hither,  that  the  state  is  asstnning  20%  of  the  Federal  gov- 
ernment's liability^  and  paying  a  heavy  administrative  price  to  do  so. 

To  bring  total  equity  to  this  Federal  Investment  Variable  for  all  states** 
the  Federal  government  should  assume  100%  of  all  collection  costs  for  all  5(> 
states.  (If  total  eqtilty  is  not  desired,  the  current  S0%— 20%  relustirance 
"split**  seenis  a  reasonable  reqtiest  on  the  part  of  the  state  agencies.)  For 
administrative  ease,  and  to  eliminate  potential  ftiture  disagreements  'con- 
cerning the  legitimacy  of  specific  collection  costs,  the  Congress  shotdd  legis- 
late a  Hat  percentage  for  collection  costs  which  could  be  deducted  from 
reinsured  recoveries.  For  instance,  the  Federal  government  would  nay  the 
Ktat<»  80%  on  a  reinsured  claim,  and  the  state  would  return  a  flat  50%  of 
all  recoveries,  until  stich  time  as  the  government  has  been  relmbtir.^ed 
for  80%  of  the  claim  plus  interest.  (An  equitable  percentage  figure  cm 
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be  established  by  a  survey  of  the  average  collection  costs  on.  delinquent 
loan  portfolios.  Due  consideration  must  be  given  to  the  fact  that  guarantee 
agencies  hu/e  collection  costs  on  accounts  that  they  are  not  successful  in 
i*ecovering  which  often  exceed  the  costs  of  collections  on  accounts  which 
are  ultimately  fully  recovered.) 

2C*  BELATED  POLIOV  QUESTX0N8  WHXOH  MUST  BE  ANSWEBED 

*   A.  Whose  responsibility  is  it  to  bear  the  cost  of  this  program ? 
1  The  states? 

2.  The  Federal  government? 

3*  Is  it  to  be  shared  by  the  statei^  and  the  Federal  govermnent? 

4*  Are  the  full  costs  to  be  passed  directly  on  to  the  borrower  by  a  system  of 
application  and  processing  fees? 

Bt  What  value  Is  to  be  placed  on  local  program  administration?  In  dealing 
with  leaders?  Schools?  Students?  The  general  public? 

0*  What  discretion  should  individual  guarantors  have  in  establishing  student 
eligibility  criteria?  Should  the  Congress  establish  parameters  within  which  the 
guarantors  may  design  a  program?  'Should  the  Congress  establish  absolute 
eligibility  criteriai  and,  in  light  of  the  easily  available  Federal  program  alterna* 
tlve»  what  Incentives  could  be  given  a  state  for  the  adoption  of  same? 

I>*  Should  a  universal  application  form  be  mandated*  or  would  a  substantially 
common  school  certification  section  suffice?  (The  schools  are  practically  the  only 
jparty  to  the  application  who  deal  consistently  with  several  different  guarantors*) 

IS*  Should  the  state  agencies  be  offered  access  to  the  national  student  master 
computer  ille  to  checlc  for  activities  with  other  guarantors  and  establish  the 
student's  remaining  dollar  entitlement  under  the  statute?  (All  of  the  large 
agencies  already  are  computerized  and  could  use  telephone  line  hookups  directly 
into  the  Federal  system*  Or»  computer  tapes  or  cards  could  be  exchanged*} 

F*  Today  at  least  twenty-nine  States  serving  80%  of  the  nation*s  population  are 
processing  student  applications  for  financial  assistance*  Presently  there  Is  vir^ 
tually  no  coordination  between  State  and  Federal  agencies*  Students  seekbig 
aid  simultaneously  from  different  programs  are  faced  with  multiple  eligibility 
criteria*  multiple  application  forms*  and  multiplo  deadlines*  The  delivery  vehicles 
for  all  forms  of  student  nnauclal  aid  must  be  reassessed*  and  one  of  the  following 
goals  chosen  J 

1.  Administration  of  all  Federal  aid  programs  handled  solely  by  the  Office  of 
{Education  on  a  centraiissed  or  regionalized  basis* 

(a\  Student  applications  to  be  processed  by^  and  individual  student  ell* 
gibility  determined  by*  the  Office  of  Education* 
(b)  Would  require  rather  specilic  and  precise  student  ellgibllty  criteria  to 

^^(^^Se^rate  application  process  required  to  establish  eligibility  for  state 
assistance* 

(d)  Would  require  vehicle  for  the  coordination  of  aid  ''packaging''  to  be 
established  between  the  administering  agencies*  ^  ^ 

(e)  Tends  to  promote  a  ''student  consumer"  concept  in  which  a  student 
may  first  establish  his  eligibility  for  assistance  and  then  identify  the  school 
which  will  best  serve  hi^  educational  needs*  *  . 

2*  Administration  of  all  Federal  aid  programs  delegated  to  the  colleges  and 
vocational  schools  having  program  6Hglblllty*  ^  i  ^*       ,  .  ^  i. 

(a)  Student  applications  to  be  processed  by*  and  individual  student  ellgi- 
bility*  determined  by,  the  school  aid  counselor* 

(b)  Student  eligibility  may  be  rather  specific  and  precise*  or  fieitlble  and 
subject  to  interpretation  by  the  school  counselor*  as  ii^  currently  the  cAse^ 

(0)  Separate  appl  ..itlon  process  required  to  establish  eligibility  for  state 

assistance*  .     -    .   .*      *      ^  *    x*.     *  * 

(d)  Packaging  of  state  and  Federal  aid  performed  by  the  school  aid 

couuselor^^^  to  weaken  a  "student  consumer**  concept  since  student  must  seek 
a  school  on  the  basis  of  financial  considerations  in  addition  to  the  academic 
.  conslddi^rttions*  Flnunolal  assistance  can  vary  In  amounts  for  Individual 
students,  even  among  schools  of  similar  costs*     ^      ^  ^ 
3*  Adttiliiistration  of  all  Federal  aid  programs  contracted  to  the  state  agencies 
responsible  for  administering  state  student  aid  programs. 

(a)  StudHiit  applications  to  be  processed  by*  and  individual  student  ell* 
glblUty  determined  by<  the  state  contractor. 


ERLC 


265 


<b)  One  application  would  suffice  for  all  state  and  Federal  ald« 
(c)  Would  require  rather  specific  and  precise  student  eligibility  criteria 
to  be  employed  in  the  Federal  aid  programs. 

id)  The  central  packaging  concept  could  save  both  state  and  Federal  dol- 
lars which  are  lost  each  year  through  "over  awarding"  due  to  poor  coordina- 
tion between  programs« 
(e)  Strongly  promoter  the  "student  consumer'' concept 
(/)  Could  include  an  optional  feature  permitthig  the  school  counselor  to 
"override"  the  computed  eligibility  for  Federal  dollars. 

Chapter  U— Target  PoputATioN  Objectives  :  Who  Shouxj)  the  Pbooram  Sbrvb? 

t  the  OMOINAIi  purposes  ANO  effects  of  the  OUABANTEBD  W)AN  IiEQISIiATION 

A.  A  Guaranteed  loan  concepti  using  private  capital  along  with  the  Investment 
of  individual  states  was  less  expensive  to  the  federal  government  than  a  loan  pro* 
gram  fully  funded  and  administered  by  the  federal  government. 

B.  A  guaranteed  loan  concept  already  was  operative  in  several  statesi  and  the 
concept  had  proven  workable.  Also»  the  existing  programs  offered  an  attractive 
base  on  which  to  build. 

*  C.  A  Guaranteed  loan  was  the  only  means  by  which  the  private  \ending  com* 
niunity  would  offer  otherwise  unsecured^  low  interest  loans  to  sf:udents. 

D.  A  Guaranteed  loan  concept,  working  through  commercial  lendmg  institution 
was  eminently  suited  to  serve  the  (then)  middle  income  target  nopulation  be« 
cause  this  income  group  was  mostly  likely  to  havc^  or  be  a  prime  candidate  for« 
other  banking  relationships,  a  fact  which  would  make  such  a  program  more  at* 
tractive  to  commercial  lending  institutions. 

E.  A  Guaranteed  loan  provided  the  middle  income  family  a  loan  of  accommoda- 
tion which  they  were  permitted  to  use  to  replace  any  or  all  of  the  "expected 
family  contribution"  as  computed  by  the  traditional  needs  tests. 

F«  A  subsidised  loan  was  a  k*ss  expensive  alternative  to  offer  the  middle  in- 
come population  than  the  tax  credit  for  educational  expenses  proposals  which 
were  beilig  offered  at  the  same  time. 

G«  A  Subsidisied  loan  eliminated  the  need  to  choose  between  two  unsatisfactory 
alternatives,  either  of  which  would  increase  the  "risk  factor"  of  the  loan  if  the 
consumer  would  have  been  required  to  pay  his  own  interest  S  They  are : 

(1)  Require  the  student  to  periodically  pay  his  interest  while  he  is  a  studenti 
even  though  his  income  is  minimal ;  or, 

(2)  Require  the  lender  to  defer  the  accruing  interest  collection  until  the  stu* 
dent  leaves  school  (adding  the  deferred  interest  to  the  principal  amount  of  the 
student's  Payout  Note),  thus  obligating  the  student  to  attempt  to  manage  a 
greater  monthly  payment  when  he  leaves  school 

tX.  THE  CENTRAL  ISSUE :  IS  HIOHER  EDUOATtOK  A  RXOHT  OR  A  PRXVltEOE? 

i.  Thii  Low  Incme  Student 

(1)  Cannot  pay  educational  costs  out  of  current  income 

(2)  Requires  financial  aid  in  order  to  attend  school 

(3)  Financial  needs  analysis  contribution  curves  require  little,  if  any,  con*' 
trlDutlon  from  the  applicant's  family  towards  his  educational  costs 

(4)  Student  often  receives  a  financial  aid  package  approximately  his  total  cost 
o(  (education 

(6)  Personal  sacrifice  of  existing  family  standard  of  living  not  expected  in 
the  evaluation  of  need  for  assistance. 

The  High  Income  Student 

(1)  Can  pay  educatloftal  costs  out  of  current  Income 

(2)  Does  not  require  financial  aid  in  order  to  attend  school 

(3)  Personal  sacrifice  of  existing  family  standard  of  living  is  hot  an  Issue  be* 
cause  of  the  high  income  levels  which  easily  accommodate  the  educational  costs* 

(fi  The  Middle  income  Student 

(1)  Often  cannot  pay  all  educational  costs  out  of  current  Income 

<2)  Often  requires  financial  aid  in  order  to  attend  school 

(8)  Financial  needs  analysis  contribution  curves  require  fairly  substantial 
contributions  from  the  appUcnnt*s  family  towards  his  educational  costs 

(4)  Personal  sacrifice  of  the  family's  achieved  standard  of  living  is  definitely 
expected  in  any  evaluation  of  need  for  assistance* 

o  ^/r  
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Loan  program  a(lwtnlstratov.s  sense  tlint  tUeve  are  those  In  the  Congress  and 
the  AdminiHtration  who  seek  a  change  in  the  perceived  origiiial  purpose  of  a 
program  of  subsidissed,  guaranteed  U)ans  for  middle  income  families.  The  1065 
legisUition  appeared  to  give  recognition  to  the  fact  that  middle  income  families 
.were  having  great  difficulty  meeting  tlie  cofeta  of  a  post-aeeondary  education 
(especially  at  private  schools)  without  a  great  amount  of  tiuancial  $acHhce« 
These  families  were  usually  not  eligilde  for  any  other  sources  of  student  assist* 
ance  because  the  traditional  formulas  for  distrihuting  aVnilahle  financial  aid 
dollars  required  family  contributions  representing  flnanciul  sacvitice  in  the  case 
of  middle  income  families*  Before  the  implementation  of  the  liklucation  Amend- 
ments of  1972,  these  families  were  given  the  alternative  of  a  subsidlsied  loan  to 
replace  part  or  all  of  any  computed  **exi)ected  family  contribution/' 

However,  in  evaluating  the  effects  of  the  Education  AmeiUlments  of  1972.  there 
are  those  who  merely  seek  to  determine  whether  any  middle  income  students  are 
being  deprived  of  a  post-secondary  education  without  any  concern  as  tb  what  the 
cost  might  have  been  to  his  family*  Such  questions  presuppose  that  it  it  the  pur^ 
l>ose  of  this  program  to  assist  only  tlmse  students  who  Would  haVe  access  to  a 
posc*secondary  education  if  the  loan  funds  were  hot  availalde.  If  sich  is  the 
case,  then  it  must  be  mtide  clear  to  the  public  that  the  target  population  thi» 
program  is  to  serve  has  been  changed  over  the  last  eight  years. 

m.  THE  TAneEiT  POPUtATlON  OPTIONS 

In  order  to  establish  a  strong,  well  functioning 'Guaranteed  Student  Loan  Pro- 
gram,  one  of  tiie  flv^  target  popnlation  options  following  must  be  chosen  as  a 
.  definite  goal  of  the  program* 

A*  liow  Ilncome  Students  e^oUisiDetUi  offet'lng  ho  source  of  student  assistance 
to  a  student  from  a  middle  Income  family* 

B.  Low  Income  Students  prhnaritth  hut  withotit  excluding  those  middle  income 
students  who  have  sufficient  influence  with  lenders  to  secure  funds.  (The  effective 
target  population  at  present) 

G«  Middle  Income  SlEudents  ensalustvetyt  directing  the  low  income  family  to 
other  financial  aid  programs  for  assistance. 

D.  Middle  Income  Students  f»*/t}taH{2/,  hut  without  excluding  those  low  income 
students  who  have  sufficient  itifluence  with  lenders  to  secure  funds.  (The  per* 
ceived  original  1965  legislative  intent. ) 

G.  Both  Low  Income  and  Middle  lUicome  Students  eqUallif* ' 

IV.  DKSION  tCtlfiMBNTS  FOB  SlTCCESSFtJt  mtJtATION  ''TAttOfOTi^JO** 

Once  a  definite  tarjgct  population  option  from  above  is  selected/the  three  design 
elements  required  to  accomplish  the  targeting  must  be  totally  consistent  anumg 
themselves  and  with  the  objective.  The  current  state  of  the  program  is  the  results 
of  design  elements  which  are  inconsjlstent  witl)  the  stated  objective^  The  three 
design  elements  are; 

A.  indent  EtifftbitUyCHteria  '  ' 

Tlds  design  element  can,  be  interpreted  broadly  ehough  to  inchidl*  many  char- 
actertstics  8uch  as  number  of  credit  hours  being  taken,  type  of  institution  at- 
tended, etc.  However,  for  pui^poses  of  this  paper,  all  discussion  wlU  bfe  limited  to 
eligibility  criteria  as  it  pertains  to  a  student^^  financial  status  and  his  ability  to 
contribute  towards  his  educational  costt^i  ' 

Student  eligibility  cHteria  as  dtscuss<>d  in  this  context  may  be  applied  Inter- 
changeably to  eltgibtUy  for  a  loan  guai*ahtee  6r  elgtbtltty  fi>r  a  program  benefit 
of  such  significance  that  It  would  realistically,  but  not  technically,  determine  the 
student's  access  to  a  loan.  Fe<leml  lnterest1)eneftts  currently  serve  as  an  excellent 
example  of  the  latter.  (NOTJE)i  There  follows  later  in  this  chapter  a  dlscusshm 
of  possible  alternative  methods  of  Improving,  If  not  e<iualliilng,  the  attractiveness 
of  non^subsidl^ed  loans  as  they  cohipare  to  subsldked  loansO 

This  design  element  deals  with  the  flextblltty  which  any  party  to  the  application 
(schools,  lenders,  and  guarantors)  might  have  in  modifying  or  **overrldlng**  a 
specific  or  implied  ellglWlity  criteria.  It  speaks  to,  the  question  of  wheui  and  how 
frequently,  exceptions  may  be  made  in  the  administration  of  the  program.  In  the 
current  application  process,  it  deals  with  the  limitations  on  the  fiexlblHty  n 
school  or  lendei*  has  iti  overHdlng  the  compututlouttl  results  of  the  financial 
needs  analysiid  system, 
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0,  Admtnlstmtive  SimpUcltv  * 

IHie  i^xperience  of  the  past  year  has  taught  program  adiulnlstrator^  tliat 
oU«ihlllty  criteria  and  Interpretive  llexlblllty  alone  Is  not  sufficient  to  assure  that 
the  Intended  loan  recipients  will  be  properly  served,  Unless  the  administrative  re* 
qulreuients  attendUig  the  otlier  two  elements  are  simple  enough  to  nmlntUln  an 
adequate  level  of  school  and  lender  cooperation  and  participation,  the  objectives 
of  the  other  two  design  elements  will  not  be  realized.  iMuch  of  the  lenders*  cur- 
rent reluctance  to  maUe  non-subsldlzed  loans  Is  the  function  of  a  dellclenoy  in 
this  one  design  element, 

A,  Simhmt  EliffihiUty  Criteria  {anatv^is  of  lamilv  fimnvial  resources) 

1.  Do  not  change  the  current  method  of  amilyislng  fandly  timinclal  resources. 
This  alternative  will  result  lu  a  continued  targeting  of  guaranteed  loans  to  the 
low  income  student. 

2.  WberallKe  the  current  method  of  analysing  family  flimnclal  resources  to 
extend  eligibility  to  more  middle  income  students.  There  exist  several  methods 
available  to  accomplish  this : 

(a)  Retain  the  "needs  test"  concept,  but  employ  a  formula  which  results  In 
a  snuiUer  '^expected  family  contribution."  This  alternative  is  not  without  its 
liabilities,  a  few  of  which  follow  s 

(1)  There  will  be  Inertlal  resistance  from  many  schools  who  have 
employed  the  ACT  and  CSS  systems  for  many  years  and  have  some  deep- 
rooted  loyalties. 

(2)  Unless  ACT,  CSS  or  another  contractor  undertakes  to  offer  com- 
putation services,  the  new  needs  test  would  place  all  analysis  in  a  '  imnd 
computation"  environment  and  nearly  grind  processing  to  a  halt  at  the 
busiest  times  of  the  year. 

(3)  Whether  the  results  of  the  needs  test  are  hand  computed  or  com- 
puter produced,  n  cojitlnuatlon  of  any  form  of  needs  test  will  t>erpetuate 

:  file  complicated  july-AugUst-September  "log  jam"  of  applications  await- 
ing compututioU  results.  Many  August  and  Sei)tember  aiipllcants  will 
not  receive  loan  funds  in  time  to  pay  tuition  when  due. 

(4)  The  current  existence  of  three  major  national  needs  analysis  sys- 
tems (ACT,  KJ30G,'ah(l  CSS),  plus  individual  needs  analysis  systems 
for  the  awarding  of  state  financial  aid  benefits,  already  is  very  confusing 
to  many  people.  Adding  another  major  system  is  l)ound  to  create  more 
confusion,  and  potentially  result  in  the  wrorg  system  occasionally  being 
used  to  determine  eUglblllty  for  tt  specific  pro  j;ram. 

(5)  Workin»*^^vlth  two  (or  three)  different  needs  analysis  systems  will 
greatly  compluftte  the  school  counselor's  responsibility  for  constructing 
an  aid  package  which  does  not  exceed  a  student*«  "need." 

(8)  The  school  counselors  would' ffiCe  formidable  tasks  in  explaining 
to  a  student  and  his  family  that  their  "expected  family  tfontrlbution" 
for  a  National  tMv^t  Loan  Is  $2,000,  but  the  contribution  for  a  Guaran- 
teed Student  Loan  is  only  $700.  This  will  inevlt.a4)ly  invite  the  question 
froui  the  public  as  to  Which  is  the  more  ttccuriite  or  '^reasonable"  to 
expect  from  the  family  in  light  of  the  true  family  circumstances.  Such 
a  disparity  could  evoke  public  suspicion  as  to  whether  the  historical 
ineasuring  devices  are  truly  "reasonable,"  or  tvhether  they  merely  repre- 
sent arbitrary  devices  for  allocating  limited  funds  to  families  who  are 
.  comparatively  "most  needy"  while  trying  to  give  the  illusion  of  meetinj^ 
the  families'  a.-tral  tieed,  but  without  doing  so.  Arousing  public  suspicion 
regardltig  the  validity  of  the  historic  medtis  of  distributing  financial 
aid  could  result  in  a  crisis  in  all  financial  iiid  programs. 
{b)  Instead  of  a  "needs  test"  concept,  employ  an  "entitlement"  concept. 
There  are  two  types  of  entltleuient  concepts  t 

(1)  The  absolute  (or  "yes/no")  entitlement  eoncepti 
An  absolute  entitlement  concept  deals  with  determltihig  a  student^s 
eligibility  for  the  benefits  he  seeks,  as  opposed  to  determining  the  amount 
for  which  he  might  be  eligible.  (The  original  $13,000  adjusted  family 
Income  celUtig  for  interest  benefits  represented  a  very  shni)le  form  of 
determltiltig  absolute  entitlement  for  benefits.) 

(a)  Vi)V  those  who  favor  the  retention  of  the  adjusted  family 
income  concept  o,f  determining  entitlement,  but  w*lio  simultaneously 
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are  concerned  that  the  ourrent  formula  to  determine  the  adjusted  * 
family  income  Is  not  sensitive  enough  to  certain  family  drcum* 
stances,  the  adjust'v-d  family  income  formula  can  be  adjusted.  Sub- 
tractions could  bo  mode  for  all  the  oCf-sets  against  Income  allowed 
in  computing  a  family's  discretionary  income  in  the  BEOO  needs 
analysis.  In  tUe  most  literal  sense,  Uie  discretionary  income  amount 
is  an  **adjusted'*  family  income.  Of  course,  many  variations  on  this 
•theme  are  ^v^^ssible. 

(b)  If  i-^iative  simplicity  of  formula  was  retained,  the  student 
and  his  lUmlly  could  compute  eligibility  as  they  did  with  past 
adjusted  family  income  computations.  This  would  eliminate  the 
computational  delays  currently  being  experienced  with  the  needs 
test  and  help  relieve  the  July-August-September  "log  jam." 

(c)  The  "15/lS  proposal**  is  a  variation  of  an  absolute  entitlement 
concept. 

(2)  Theeimount  entitlement  concept 

The  anioimt  entltleuient  concept  deals  with  the  determination  of  a 
dollar  amount  of  benefits  that  a  student  is  entitled  to  receive. 

(a)  BoUowlng  is  a  simple  example  of  one  entitlement  formula 
.which  Is^glven  soleH'  for  Illustrative  purposes  and  without  defense 
of  any  of^its  comiioneuts  j  $250O+$TSOx+$15OOy-,2S« ;  x-munber 
of  dependents;  y«« number  of  family  members  in  post-secondary 
education;  to  t:^:  ad  justed  gross  income  from  income  tax  form. 

(b)  Simple  amount  entitlement  formulas  could  be  computed  by 
the  applicant  and  his  parent.  i-vunmitru 

i.  Student  Btiffibilitv  Criteria  (analvHs  of  family  flmnciat  resources) 

<^).(2)  (c)  The  amottiat  entitlement  concept  dlflfers  from  the  "liberalized** 
needs  concept  in  that  references  to,  and  computations  of,  expected  family 
contr  butlons  are  avoided,  thus  eliminating  the  necessity  of  explaining  the 
differing  contributions  to  families  to  take  exception.  A  second  difference  is 
that  the  amount  entitlement  is  based  solely  on  family  financial  data  and 
usually  does  not  Involve  a  comparison  of  educational  costs,  (An  amount  rep. 
resenting  educational  costs  could  be  inserted  but  not  without  some  diffleultv 
and  further  complexity.)  uii«i,uitjr 

(d)  An  amount  entitlement  concept,  if  used  to  determine  eligibility  for 
federal  Interest  benefits,  would  have  the  same  negative  feature  as  the  current 
.  needs  test  concept  does  now.  It  often  will  result  in  a  student's  loan  request 
being  part  ally  eligible  for  subsidy.  Given  lenders'  current  attitude  toward 
non-subsidl«ed  loans,  and  given  further  lenders*  almost  total  boycott  of  par- 
tlal  y  substdlised  loans,  an  amount  entitlement  used  for  determining  eligibility 
for  Interest  benefits  could  potentially  deny  many  students  their  rightful  maxi- 
mum loan  amount. 

3.  Instead  of  any  determlnaMon  of  financial  need  or  entitlement,  completely 
eliminate  all  financial  eHglblllty  criteria.  s^vunnvixsi^ 
The  question  must  be  answered  as  to  whether  the  collection  and  considera- 
tion of  parental  financial  data  is  relevant  to  the.guaranteed  student  loan  pro- 
gram. ITie  following  comparison  of  the  accepted  presmnptions  in  the  award- 
ing of  gift  aid  and  loan  ivid  bring  the  qucKtion  Into  focus  t 
Gift  Assistance 

Educational  costs  are  permanently  relieved^ 
Kducatlontti  costs  are  presumed  to  be  the  responsibility  of  the  parents 
of  dependent  students.  ^  ^ 

Educational  costs  are  immediately  paid  by  the  gift  assistance  at  a 
time  when  parental  flmindal  information  could  be  relevant  to  the  trans- 
action. 
T^oan  Assistance 

gtlucatlonal  mta  are  merely  deferred,  not  relieved. 
Kducational  Costs  are  legally  the  responsibility  of  the  student,  not  his 
parents,  the  minute  a  guaranteed  loan  promissory  note  is  signedi 

Kducational  costs  are  paid  (as  opposed  to  deferred)  by  the  student 
after  he  leaves  school  at  a  time  when  dated  parental  flnancial  data  is  no 
longer.  If  ever,  relevant, 
As  financial  eligibility  criteria  relates  to  the  eltglblllty  for  federal  Interest 
benollts,  there  are  two  conditions  under  which  such  financial  eUglbility  crl^ 
terla  can  be  ellmlimted.  They  are } 
{a)  netaln  federal  Interest  benefits  as  a  feature  of  the  program. 
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This  Is  a  costly  altei^uatlve  which  would  make  virtually  everyone  elU 
gible  for  federal  interest  benefits.  (The  criteria  could  be  removed  for 
some  students  as  In  the  "15/13  proposal,**  but  this  Is  truly  an  entitlement 
concept  variation.) 
(^)  Eliminate  the  federallnterost  benefits,  _ 

This  would  result  In  a  fantastic  savings  to  the  federal  government. 
However,  care  must  be  exercised  that  much  of  that  savings  is  not  also 
the  result  of  a  decline  In  default  payments  and  administrative  costs 
brought  about  by  the  total  collapse  of  program  application  volume. 

Alternative  means  of  collecting  accrued  Interest  fror*  the  borrower  ar<> 
listed  and  discussed  In  the  Appendix  at  the  end  of  this  chapter.  It  Is  dlffl^ 
cult  to  envision  any  of  the  alternatives  ub  being  equally  attractive  to 
lenders  as  the  current  program  of  Interest  subsidy,  and  limited  surveys 
of  lenders  have  conflmed  this.  Adoption  of  any  one  of  the  alternatives  as 
a  vehicle  for  eliminating  all  federal  Interest  benefits  could  result  In  re< 
ductlon  of  application  volumes  whlqh  could  range  from-  moderate  to 
severe.  ,   .  . 

However,  some  of  the  alternatives  listed  definitely  represent  viable 
means  of  Increasing  the  numbers  of  non-subsldlzed  loans  currently  being 
made  by  lenders*  and  could  provide  4in  excellent  complement  to  a  pro* 
gram  of  restricted  Interest  subsidy  eligibility. 

a.  tnterpretive  Flea^ibttitv  (Altermtive  Design  Element  Stmtures  fon) 

The  degree  of  Interpretive  flexibility  allowed  a  school  and  lender  under  the 
current  program  has  been  a  souice  of  dissatisfaction  to  many  people.  There  Is  a 
great  variance  In  the  Interpretations  of  schools  and  lenders  regarding  their  per* 
ceptlon  of  just  how  much  flexibility  they  truly  have  In  modifying  the  results  of 
needs  analysis  computations.  If  greater  flexibility  is  desired,  there  are  potentially 
two  alternatives  to  investigate : 
3L«  liegislative  remedy 

The  altertmtlve  of  legislative  amendment  offers  virtually  limitless 
options.  The  Congress  could  choose  to  make  the  results  of  the  needs 
analysis  virtually  binding  In  all  cases*  It  could  choose  to  make  It  totally 
non«blndlng  on  either  the  school's  recommendation  or  the  lender's 
deliberations,  or  it  could  choose  any  shade  of  flexibility  between  the  two . 
extremes.  However,  care  must  be  taken  that  any  degree  of  interpretive 
flexibility  be  consistent  with  the  target  population  goals  and  the  other 
target  population  design  elements. 
2.  Administrative  remedy  , 

Tlie  limits  lmi)Osed  by  the  wording  of  the  current  statute  would  permit 
few,  if  any,  ititerpretatlons  which  might  Increase  a  schooVs  or  a 
lender's  interpretive  flexibility.  Tlie  statute  fairly  speclflcally  defines 
the  limits  of  a  school's  flexibility.  Perhaps  more  flexibility  could  be 
given  a  lender  in  his  interpretation  of  the  school^s  recommendation  if  the 
foUowlng  presumptions  coul4  be  supported  by  counsel  t 

(a)  The  statute  requires  the  school  to  determine  a  student's  ''amount 
of  need"  in  both  the  under  $15,000  and  $16,000  or  greater  adjusted  family 
income  categories.  ^  ^  ^ 

(h)  The  statute  requires,  again  in  both  categories,  that  in  order  for 
the  student  to  be  eligible  for  federal  Interest  benefits  the  school  must 
forward  to  the  lender  a  statement  recommending  a  loan  In  the  amount , 
of  the  student's  need.  ^  ... 

(0)  In  the  under  $15,000  category,  the  school's  recommendation  in 
the  amount  of  the  student's  need  may  foe  mo  without  totally  precluding 
the  student's  eligibility  for  federal  interest  benefits.  (This  is  currently 
the  case,)     ^  ,  ' 

id)  In  the  $15,000  or  greater  adjusted  family  income  category,  beforo 
a  school  may  submic  to  a  lender  a  statement  recommending  a  loan  in 
the  amount  of  a  student's  need,  he  must  first  determine  that  the  student 
is  "in  need  for  a  tany]  loan."  This  determination  pretiumably  is  made 
by  employing  estientjally  the  same  process  used  to  determino  n  student's 
''amount  of  need."  if  such  determinatlon  i^hows  the  applicant  to  be  "in 
need"  otmxy  loan  (of  one  cent  or  more),  then,  and  only  then.  Is  he 
autliori^ed  to  make  a  recommendation  to  a  lender  in  the  amount  of  such 

(^)  There  is  a  definite,  intended  distinction  between  the  terms 
"amount  of  need"  and  '^nced"  (as  the  latter  is  employed  in  the  phrase 
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**.  .  ,  to  1)0  ill  nm\  of  (1  loiin  ,  ,  .*'),  Tlu»  toHns  uiul  lUGnnlngs  nre  not 
Intei'clmngoiible  in  tiu»  statiite,  Wiuuv  tho  tmw  **ani(>unt  of  neod".  is 
ouiployiut,  a  stndont'H  amount  ot  nnul  could  be  zero  without  pruoluding 
his  HiKihllity  for  Intoi'isst  btMu»Hts,  Tlio  tm*ni  **nniount  of  netur'  does  not 
imply  tho  vtMiuinul  i)r<*Koiio(»  of  "nt'od,'*  the  hittev  implying  tluit  sonie 
disparity  esist  botwetai  a  student's  educationai  costs  and  his  resources 
to  nu»et  those  costs, 

(/)  Tluit  tlie  statutory  languaRo  pbices  as  the  student*s  primary 
eii){it)ility  re(|Uirement  for  interest  beoeiits  that  ids  school  has  forward(«d 
to  the  hMider  a  recommeiuhition  in  accordance  with  the  statute  which 
can  only  l)e  done  by  the  scliool  if:  (1)  his  adjusted  faudl^^  income  is 
under  $15,(KH)«  or  (2)  Ids  adjusted  famiiy  income  is  $15»0iK)  or  more 
aiid  the  soiuxd  has  found  him  to  be  *1n  need."  * 

iff)  That  once  the  student's  eilgibility  f^r  interest  benefits  is  so 
dettM'iidned,  because  neltlier  tlie  text  of  tlie  lefdslaticai  nor  the  conference 
report  iiulicate  that  the  lender  is  to  regard  the  sdiool's  stntement  as  a 
decree  rather  than  a  recommendation  (generally  defined  aM  advice  or 
counsel),  the  lender  should  not  be  botmd  by  the  recommenr ition  nor 
should  be  required  to  give  any  form  of  explaimtion  for  any  deviation 
from  the  recommendation  after  giving  it  his  consideration. 

The  above  alternative  Interpretation  represents  an  absolute  rather 
than  an  amount  entitlement  concept  (discussed  earlier  in  this  chapter)* 
Kven  If  tills  hiterpretatiou  should  eventually  be  adopted,  however,  many 
lenders  (probably  most  lenders)  stlU  would  not  exceed  the  school  rec- 
onunendatlon  In  nmt  cases,  especially  where  a  student  Is  certified  to 
havo  an  amount  of  need  which  is  aero,  However,  It  would  yield  more 
ndddle  Income  loans  than  are  now  being  nmde.  Perhaps  It  represents 
au  Interim  step  to  corrective  legislation,  but  it  would  not  solve  the 
actual  problem. 

C\  AdmUiistrative  SimpUoltu 

It  would  take  legislation  to  bring  trtie  administrative  slmidicity.  In  seekln^t 
this  simplicity,  one  unavoidable  dllemtmi  must  be  faced  and  recognised.  In  tho 
scletice  of  evaluating  family  fimuielul  strength,  the  element  of  simplicity  Is  not 
compatible  with  the  doslred  element  of  precision.  A  simple  eligibility  formula 
(like  the  eiirller  t$15,0(K>  adjusted  fandly  Income 'celling)  must  be  less  precise 
thatt  other  fortnulas  because  llnUted  data  Is  collected  a.nd  the  computations  are 
not  complex*  A  simple  eligibility  fonmda  exposes  the  program  to  some  prob- 
ability that  certain  unintended  persons  will  benefit  from  the  formula. 

On  the  other  hand,  n  more  complete  formula  which  demands  a  nmslderalde 
amount  of  data  to  be  subjected  to  very  complex  computations,  will  ^erve  tlie 
function  of  ellmltmting  more  of  the  unintended  persons  who  mlgnt  otherwise  re- 
ceive beneHts,  However,  this  same  formula  will  also  frighten*  frustrate,  and  dis* 
courage  those  very  persons  for  whom  the  program  was  iuteUfled  (not  to  meutb)n 
the  loss  of  support  from  admiidstering  schools  atid  lenders), 

The  choice  to  be  made  is  not  easy.  Does  one  choose  simtdlclty,  which  may  re- 
stilt  In  some  pm'sons  getting  beneHts  who  should  hot?  Or.  does  One  choose  i)re* 
clslon,  which  ttuiy  result  In  some  i)ersons  not  gettlnjj  benefits  who  should  (us  Is. 
Very  definitely  the  current  case). 

APPKXDIX 

At/rtiUNATlVti  AiKTlfonS  of  C^OtLKCtlNO  iN^rtJUKST  DUM  FftOM  BottUOWtiUS 

1.  Hequlre  tho  student  to  pay  accruing  interest  periodically  while  in  school. 
(Currently  the  most  common  maimer  of  collecting  interest  on  noii^subsldlsied 
loans.) 

(a)  Oreatly  Increases  bookkeeping  and  collection  costs  for  lenders. 

(b)  Works  a  hardship  on  students  who  have  little  or  no  income  whllo  In 
school.  (Students  who  borrow  the  maximum  tholr  first  three  years  of  school' 
will  be  required  to  meet  a  payment  of  over  $180.00  tw//  ihm  monthH  dtiring 
both  their  junior  and  senior  years, 

(c)  Will  cause  a  rise  In  the  default  percentage  proportionate  to  anv  rise 
in.  the  nunilier  of  iioipsubsldljied  loans  because  many  students  will  not  be 
able  to  afford  these  Interest  payinoutj^. 

(d)  Will  cnuse  an  administrative  problem  for  the  guarantor  as  to  whoth* 

^'L?^'  ^}?^  '^^l^*^  ^"^^^'^  «hch  defaulted  students  or  simply  *'cut  theiu. 
off*'  while  In  school, 
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.   (e)  If  the  \m\\\m  ot  nou-BulmUUj^cd  loans  Is  Increased  substantlaUy,  the 
.  attendnnt  Increase  in  the  default  liabilities  may  cause  some  states  to  consider 
the  abandonment  of  their  state  program  in  favor  of  the  no-cost  federal 
alternative,  ^ 

2.  Defer  the  collecHoii  of  Ititerest  until  the  repayment  period,  and  add  the 
4iocrne<l  interest  amount  to  the  principal  ann)unt  of  the  rayeut  Note.  (Alterna- 
tive currently  avnllal>le  to  lenders.) 

(a)  Many  Umders  resist  tlie  deferral  of  this  Inconie  because  they  receive 
no  Interest  on  these  additional  *1oans**  of  tlie  interest  money. 

(h)  The  students  monthly,  payments  are  jjreater,  causing  sonie  hardship 
to  many  borrowers.  Students  borrowing  the  nmxUnum  $10,(M)0  would  find 
their  payments  increased  from  $110  to  $148  niotithly  on  a  10  year  repayment 
Imsls.  (Since  lenders  already  are  disenchanted  with  the  length  of  the  max- 
imum repayment  period,  it  appears  unwise  to  consider  increasing  lt.> 

(c)  The  Increased  monthly  payments  and  attendant  borrower  hardships 
expose  the  guarantor  to  greater  default  risk.  (See  l-e  above. ) 

(d)  The  average  default*  claim  could  he  Increased  15%  to  30% 
iii  un*relnsured  Interest  charges.  Some  states  do  not  guarantee  interest, 
and  many  who  do  would  not  feci  free  to  permit  the  deferral  of  such  interest 
unless  It  would  be  reinsured.  The  Imposition  of  any  such  a  deferral  require- 

.  ment,  without  reinsurance  of  Interest,  would  cause  more  state  administrations 
to  consider  the  al)andonment  of  their  guarantee  agency  in  favor  of  the 
no-cost  federal  program. 

3.  Same  as  No.  2,  but  compounding  the  Interest  quarterly  to  give  a  lender 
«ome  income  on  the  deferred  Interest 

( a )  Solves  problem  2-a. 

(b)  Aggravates  problems  2-b,  2-c.  and  2-d. 

(c)  Many  lenders  would  t)vefer  the  Interest  Income  to  be  collected  quarterly 
to  invest  In  ventures  with  a  greater  i)ercentage  yield  than  that  offered  on  a 
student  loan. 

(d)  The  word  "compound**  appears  to  carry  with  It  some  emotional  negn- 
tivism.  The  consumer  views  his  Interest  charges  as  incroasittg  at  an  aUnost 
Gxpotetitlal  rate.  The  leSv^  sophisticated  lenders  tend  to  equate  the  word 

.  "oompoumV*  with  **complex.** 

(e)  May  complicate  the  "Truth  In  liendlng**  Interest  note  disclosure 
requirements  where  an  annual  percentage  rate  Is  based  on  simple  interest 
must  be  disclosed. 

4.  Gequlre  the  student  to  pay  accruing  interest  periodically  while  in  school, 
t)ut  further  charge  the  student  n  service  fee  to  defray  the  lender's  additional 
•costs  in  making  non^subsldl'^ed  loans. 

(a)  Attempts  to  solve  only  the  one  problem  Indicated  in  l*tt.  Does  not  give 
any  relief  to  the  rest  of  the  problems  listed  in  alternative  No.  1« 

(b)  Complicates  the  Interim  Note's  "Truth  in  ticndlng"  requirement 
luH'ause  the  service  fee  would  have  to  be  disclosed  us  a  part  of  the  aiutual 
percentage  rate. 

o.  Discount  the  Interest  on  the  student's  note.  (Discounting  Is  the  practice  of 
i<ui)tractlitg  future  Interest  due  from  the  proceeds  of  the  loan  before  disburse- 
ment.) 

(a)  In  order  to  discount  a  note,  the  exact  atnouiit  of  time  the  loan  will  t)e 
outsta)idlng  needs  to  be  known  so  that  the  exact  projecited  interest  amount 
can  be  computed.  Projected  maturities  are  Inaccurate  in  more  than  S0%  of 
the  loans  In  tiie  guaranteed  loan  program, 

(b)  The  administrative  costs  attend  to  the  interest  adjusttnents  caused 
by  Itmccurate  projections  of  maturity  .dates  would  cause  hardships  for 
h'tiders.  Students  who  drop  out  of  school  in  a  short  period  of  thne  would  be 
due  refutulSi  Studejits  who  renuiln  in  school  beyond  the  projected  maturity 
dnte  would  owe  more  Interest.  Such  additional  Interest  would  have  to  be 
collected  by  one  of  the  other  means  described  In  this  Appendix. 

0.  t^equlre  tlie  government  to  pay  the  Interest  periodically  on  nil  accounts 
Avblle  the  borrower  is  in  school,  with  the  attmunt  of  interest  paid  on  }ion<subsldls(ed 
loans  to  be  returned  (with  or  without  Interest)  to  the  government  after  the 
i^tudent  leaves  .schooL 

(a)  AVoald  have  the  advantage  of  treating  all  accounts  Identically  viUlo 
the  borrowers  are  Iti  s(?hoot.  thus  eliminating  the  costly  dual  systemic  for 
the  lenders<  (For  a  little  addltlomit  cost  to  the  govertmient^  the  statute 
cotild  be  written  umklng  such  a  feature  retroactive  at  the  option  of  the 
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borrower  and  leiiUer  for  the  relatively  small  percentage  of  non^subsldlzed 
accounts  currently  outstanding.) 

(b)  Would  give  the  lender  current  income  for  reinvestment  In  more  profit* 
able  ventures  or  more  student  loans. 

(c)  Would  have  all  the  problems  enumerated  in  2«b,  2*0)  and  2«d. 

(d)  The  administrative  means  by  which  the  money  is  returned  to  the 
government  is  of  paramount  Importance  i 

(1)  Amount  of  subsidy  added  to  the  amount  of  the  Payout  Note  and 
subtracted  from  the  next  quarterly  interest  billing  form-^Not  terribly 
difilcult  administratively)  but  some  lenders  might  object  to  what  amounts 
to  another  siiseable  "loan**  when  the  student  enters  repayment 

(2)  Amount  of  subsidy  added  to  the  amount  of  the  Payout  Note  and 
subtracted  from  the  lender's  quarterly  interest  billing  form  which 
immediately  follows  the  student's  final  payment  on  the  account*-- 

(a )  solves  the  lenders*  potential  objection  to  the  above  alternative! 

(b)  is  more  attractive  to  lender  because  of  longer  use  of  the 
money, 

(c)  ties  up  government  funds  for  a  longer  period  of  time* 

(3)  Amount  of  subsidy  added  to  the  amount  of  the  Payout  Note  and 
gradually  repaid  by  subtracting  equal  portion  from  quarterly  interest 

,   billing  forms  during  the  entire  repayment  period— Probably  adminis* 
tratively  too  time*consuming  for  most  lenders  to  accept. 

OitAmn  IlI'-^D&FAwrs :  TiiKm  Pkkvkntion  ano  Cure 

X.  STUDENT  MOBItltf !  HOW  CAN  SVU  LOCATE  OOR  BORKOWERS? 

Locating  missing  borrowers  is  virtually  one  of  the  most  expensive  collections 
function  any  guarantor  must  bear.  Most  e^perienoiul  collector^}  will  indicate 
that  they  Ub^ually  can  collect  from  most  borrowers  Sooner  or  later  once  they 
are  located)  but  the  critical,  and  time-consuming  pvobiem«  is  to  find  tbem^  The 
federal  government  possesses  at  least  two  e^tcellent  resources  to  locate  the 
borrowers  which  owe  them  money  on  Insured  or  reinsured  student  lonns^  The 
authors  of  this  paper  are  not  insensitive  to  the  issues  of  individual  privacy 
and  confidentiality  of  data*  However*  It  must  be  stated  that  the  government 
agencies  responsible  for  collecting  student  loans  now  are  forced  to  pursue  ^^mlss- 
Ing**  student  borrowers  in  a  manner  which  might  be  labelled  by  some  persons 
as  a  far  greater  violation  of  the  borrower's  right  to  privacy  than  the  mere 
revelation  of  a  cttrrent  address  would  mtaih  Although  practiced  with  as  much 
professionalism  and  delicacy  as  possible,  the  fine  art  of  ^'skip^radng*^  delinquent 
borrowers  requires  the  involvement  of  conversations  with  friendS)  neighbors, 
ifelattveS)  and  business  associates.  Not  only  does  this  take  much  time  and  incur 
great  expense*  it  inevitably  results  in  a  degree  of  embarrassment  for  many 
borrowers  which  could  have  been  avoided  if  the  student  loan  gtmrantor  had 
knowledge  of  the  borrower's  current  whereabouts.  The  two  federal  sources^ 
which  could  assist  in  the  location  of  missing  borrowers  are : 

A,  The  Inkmat  Revenue  Service  * 

The  Internal  Revenue  Service  could  be  helpful,  but  could  not  answer  the 
entire  problem  because  many  of  the  student  borrowers  do  not  file  income  tax 
returns  after  leaving  school  for  a  period  of  tlmci 

1.  Last  Known  Address-^lBecaUHe  ox  the  lap^e  of  time  between  the 
fllini^t  date  of  the  return  and  the  date  the  information  is  processed  and 
filed  by  the  LH.Sd  this  information  would  be  obsolete  in  many  caseS)  but 
still  very  helpful  in  others. 

2.  Name  of  Spouse-'Locating  females  who  subsequently  have  tnarrled  after 
receiving  an  educational  loan  is  very  dtffteult,  The  new  surname  is  often 
not  known^  and  any  telephone  listings  would  be  under  the  spouse's  name. 

3.  Name  of  Employer— Even  If  a  tentative  address  is  received  by  a  guaran- 
tor for  a  missing  student*  it  often  is  impossible  to  reach  him  or  her  during 
the  day  (the  guarantor's  working  \mm)  if  tho  hmm*  k  working.  The 
guarantor  often  has  to  waste  time  identifying  neighbors  through  "crtss  cross*' 
r^fet'ence  books<  and  then  calling  the  neighbors  to  see  if  they  know  where 
the  borrower  Is  employed. 

If.TheSoolntSmifltVAdmtnMmtlon 

The  Social  Security  AdininlstMtlon  has  more  current  (and  therefore  more 
valuable)  data  on  its  records,  It  also  l?^*a,iaore  logical  soufce  of  informaHott 
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tbttn  theIRS  If  only  bocttuso  It  Is  a  branch  of  HEW,  the  Department  responsible 
for  the  guaranteed  loan  functions,  It  seems  grossly  Ineflicient  for  the  Gommis« 
eioner  of  Education  to  spend  huge  sums  of  money  to  locate  borrowers  who  owe 
HEW  some  money  If  the  Commissioner  of  Social  Security  knows  where  they 
can  be  located.  This  is  hardly  a  situation  where  the  "fox**  should  be  given  A 
head  start  and  a  sporting  chance  merely  for  the  excitement  of  the  hunt. 

There  is  another  means  by  which  the  S,S.A,  could  be  of  assistance  in  recover- 
ing  these  government  funds  which  could  serve  as  an  alternative  to  the  S*SiA, 
providing  current  information  on  the  missing  borrowers.  The  S.S.A*  could  be 
directed  to  undertake  the  mailing  of  delinquency  notices  to  the  address  of  the 
borrower  last  known  to  them  without  divulging  that  address.  This  would  prove  a 
less  effective  alternative  because  it  precludes  any  telephone  foUow-up  to  the 
letter  which  usually  is  necessary  In  many  cases.  However,  it  wbuld  motivate 
many  missing  borrowers  to  respond  to  their  guarantors,  and,  therefore,  it 
would  result  In  a  considerable  savings  In  administrative  expenses  to.  H.E.W* 
for  that  reason. 

11.  BANKRUprOY  J  IS  IT  AN  KASV  AtTEBNATIVB  TO  RIsPAYMeNT? 

Quarantors  are  becoming  increasingly  alarmed  at  the  number  of  studenti» 
who  are  deliberately  choosing  bankruptcy  upon  graduation  as  an  alternative  te 
repaying  their  loan.  There  are  many  motivating  causes  \ 

1,  Borrowers  would  like  to  get  the  debt  off  of  their  shoulders  before  they 
begin  to  work  and  accumulate  assets.  • 

2.  There  really  isn't  the  social  stigma  there  once  was  in  filing  bankruptcy* 
In  fact,  among  the  borrower*s  peers,  often  the  contrary  is  true. 

8.  There  really  do  not  exist  insurmoimtable  credit  restrictions  on  recent 
bankrupts,  in  fact,  some  creditors  will  show  preferential  treatment  to  recent 
bankrupts  because  of  the  knowledge  that  the  prospective  borrower  can't  file 
for  bankruptcy  again  for  several  years. 
4.  Some  borrowers  just  want  to  "rip  oft**  the  government. 
Many  guarantors  believe  that  many  student  loan  bankruptcy  proceedings  are 
truly  unnecessary,  and  some  appear  premeditated,  Since  about  00%  of  all  student 
loan  bankruptcies  occur  within  five  years  aftor  the  borrower  leaves  school,  a 
five  year  ''moratorium**  on  student  loan  dischargeability  would  be  a  most  helpful 
legislative  amendment  The  ''premeditated  bankruptcy**  case  would  be  reluctant  ^ 
to  file  after  the  five-year  period  because  a  certain  amount  of  assets  would  have 
been  accumulated  by  that  time.  One  could  rely  on  the  good  judgment  of  the 
state  and  federal  employees  do  not  harass  unni^e^sarily  the  true  poverty  case» 
during  that  period  of  time  since  their  time  always  could  be  put  to  more  efficient 
use  attempting  collecting  from  accounts  where  incomo  and  assets  have  beei^ 
discovered. 

If  such  an  amendment  is  considered^  care  should  be  given  in  defining  an 
''educational  loan**.  Minimally^  the  amendment  should  include  all  loans  covered 
under  Title  IV  of  the  Higher  Education  Act  of  1968  as  amended.  It  probably 
should  be  expanded  to  include  any  loans  funded  by  the  governments  of  the 
United  States,  or  an  individual  state,  county,  or  hiuniclpallty.  Serious  debate 
would  have  to  be  glVen  as  to  whether  to  extend  coverage  to  loans  made  by  com* 
merdal  financial  Institutions,  private  foundations,  schools,  relatives,  etc. 

111.  tDV£)ts  0^  iNbmeDNiisi} !  Am  STObiiNTS  mm  mc^n  to  mortoao£)  TrimR 

mt)Ra? 

There  Is  ho  doubt  that  Ihe  $116  per  month  minimum  payment  from  a  student 
who  borrows  the  aggregate  statutory  maximum  will  contribute  to  a  higher  de« 
fault  rato.  However,  as  long  as  adequate  alternative  sources  of  aid  are  hot 
available!  such  levels  of  borrowing  will  remain  necessary  for  some  students. 
And,  as  long  as  the  private  capital  of  the  lending  community  is  to  be  used  in- 
stend  of  directly  appropriated  government  funds,  there  Is  considerable  doubt 
as  to  whether  the  current  10  year  repayment  period  maximum  should  be  ex* 
tended.  Many  lenders  alreadv  are  disenchanted  that  the  period  is  even  that 
long.  However,  the  manner  In  which  aggregate  undergraduate  mas^lmum  of 
$1fiOo  Is  distributed  among  the  individual  academic  years  could  also  be  In  an 
Item  which  Is  unnecessarily  compounding  the  default  problem.  Tliere  are  two 
Issues  to  be  considered  i 
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1.  What  has  the  Imoilonv  to  our  college  seniors? 

The  yearly  maxtmum  luuler  the  law  Is  $2,300.  The  maximuiu  an  uiulergraduate 
may  borrow  is  $7,300.  Many  students  will  Innocently  borrow  their  full  under* 
graduate  entitlement  in  their  freshman,  sophomore,  and  junior  years.  "Cutting 
n  student  oif  *  in  his  last  year  of  school  can  result  in  two  problems!  (a)  he  niay 
bo  forced  to  leave  school  and  therefore  not  realiise  his  full  earning  capacity ;  or. 
(b)  he  may  develop  and  rationalize  a  l)ltter  or  negative  attitude  towards  the 
program  and  the  repayment  of  his  loan. 

2.  The  high  risk  year 

X  student's  ilrst  year  of  post-secondary  education  i^  a  tesHng  groutid  for 
nuiny  students.  Can  they  maUe  it  in  college?  Have  they  chosen  the  right  vocu* 
tlou?  Have  they,  chosen  the  right  school  or  were  they  a  victim  of  a  smooth 
recruiter?  Many  students  don't  nmke  it  beyond  a  few  weeks  of  study. 

Thousands  leave  school  within  weeks  of  the  first  day  of  class,  with  no  greater 
skills  or  earning  power,  but  now  with  a  debt,  of  up  to  $2,500  (Instead  of  just 
«i;l,300)  to  show  for  their  few  weeks  ex|)erience.  Matiy  are  bitter;  many  woti't 
pay  their  debts. 

There  are  (luestions  as  to  whether  a  first  year  nmximum  of  $2,500  Is  really 
necessary.  A  freshnuin  aspiring  to  a  high-cost  ivy  league  school  is  usually 
dependent  on  his  parents  and  such  families  usually  have  some  things  saved 
which  will  help  defray  expenses  for  at  least  one  or  two  years,  It  is  the  later 
years  that  the  ilnanchil  squee/x^  is  the  greatest, 
•  It  Is  for  these  reasoiis  that  there  might  be  some  wlsdotn  in  considering  a  legls« 
latlve  amendment  which  wotild  relate  the  yearly  entitlement  to  the  aggregate 
entltlemetit  for  undergraduates  and  stUl  accommodate  the  acquisition  of  .a 
baccalaureate  degree.  The  Ideal  yearly  entitlement  schedule  wotild  take  the  form 
of  graduated  entitlements. 

IV.  PIlOMtSSOHV  NO'l'lO  ttAUl'A'nONQ  I   AUK  INttlBlTlNO  Kt'PKCTiVK  COtLECTIOX 

KFFOUTS? 

Tliero  are  a  few  restrictions  phiced  on  leiulers  hi  the  writing  of  promissory 
notes  which,  if  ellmlmited,  could  assist  in  the  reduction  of  the  default  problem, 

i.  Tho  **nino  month-*  rule  ^ 

The  **nine  month"  rule  prohibits  any  leiuler  froiu  executing  a  Note  Whose  dit^ 
date  of  the  first  payment  is  earlier  than  nine  mouths  from  fhe  date  a  student 
left  sdiool. 

(a)  Experienced  collectors  will  indicate  that  the  first  payment  is  the 
critical  payment  in  the  collection  process,  and  anything  which  itihlblts  the 
coUecflon  of  that  payment  could  cause  the  entire  account  to  default. 

(b)  Although  a  student  is  permitted  to  "pre-pay"  on  his  account  at  any 
time  dtirlng  the  nine  nu)nth  grace  period,  such  payments  must  be  wholly  de* 
ducted  from  the  principal  amount  of  the  aooount  If  the  stiulent  is  eligible  for 
Interest  benefits,  and  the  government  nnist  be  billed  for  Interest  on  the  de* 
dining  balance.  This  provides  for  fantastic  bookkeeping  progranu^.  But,  for 
fills  reason,  many  lenders  feel  the  necessity  to  discourage  such  pa.Muents  (or 
they  certainly  don't  encourage  them),  and  It  Is  Just  an  extremely  bad  credit 
principal  to  discourage  tlie  payment  of  any  money. 

(e)  Payotit  Notes  cannot  l)e  written  with  the  due  date  of  the  first  payment 
any  earlier  than  nine  months  after  cessation  of  full-time  study.  This  has 
at  various  times  caused  incredulity  or  anger  from  students  who  want  to  b(»glu 
regular  nu)nthly  payment  two  or  three  months  after  they  fiidsh  school,  ami 
they  want  flu»lr  copy  of  the  note  ami  the  payment  schedtile  at  that  time. 

(d)  Because  nmny  students  graduate  or  otherwise  ternilmtte  their  educn* 
tlou  in  itune,  the  Itifiexlble  nine  month  restriction  causes  a  huge  portion  of  the 
leiuler's  yearly  collections  work  on  account  conversions  to  occur  in  a  one 
month  period  (March)i  This  overloads  the  leiuler,  cuts  down  ids  efHcleiicy, 
and  causes  him  to  do  a  less  adequate  job  than  would  lie  possible  had  the  work 
load  been  more  evenly  dlstrll)Uted* 
t'or  the  reasons  stated  above,  pertinent  legislation  should  l)e  amended  to  pro- 
vide  that  the  borrower  and  lender  may  mutually  agree  to  b(»glii  repayment  at  any 
time  after,  the  borrower  terminates  his  education  (with  any  ai)pllcuble  interest 
benefits  to  (!(»ase  one  month  before  the  dtu»  dat(»  of  his  first  payment).  Such  tnu'lod. 
of  time  Is  not  to  exceed  12  months,  l^r  the  borrower's  protection,  It  should  be 
indicated  that  this  agreement  must  occur,*  and  perhaps  in  writing,  after  the 
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borrower  finishes  school,  and  not  at  the  tUne  he  maUes  application  for  a  loan. 
Further,  it  should  be  noted  that  a  borrower's  failure  to  comply  with  such  an 
agreement  to  wake  his  first  payment  before  the  mA  of  the  nine  month  grace 
t)erlo(l.  is  not  an  evei^t  of  default.  (If  this  amenrtmont  causes  the  nine  month 
terminology  to  be  renjoved  from  tlie  Act,  care  should  be  exercised  that  It  iloes 
not  remove  with  it  a  guarantors  authority  to  set  his  maximum  grace  period  at 
nine  months  since  not  all  guarantors  allow  a  twelve  month  grace  period.) 

2.  Thv  '*five  year''  rule 

The^^flve  year**  rule  prohibits  any  lender  from  executing  a  Payout  Note  whose 
schedule  of  payments  Is  less  than  00  months  (unless  the  debt  is  under  $1800) . 

(a)  The  ♦'five  vear'*  rule  has  Instilled  bad  relations  with  borrowei^s  wbo 
want  to  repay  their  loans  more  rapidly  than  In  five  years,  and  who  want 
their  note  and  payment  book  (or  schedule)  to  refiect  their  actual  payments. 

(b)  The  **flve  year'*  rule  greatly  complicates  nmtters  for  lenders  It  he 
must  write  a  Payout  Note,  and  set  up  his  computer  records,  on  a  00  month 
basis  at  $45  per  month  while  the  student  is  paying  $00  per  month.  In  such  a 
case,  the  student  will  ''prepay"  one  full  payment  every  three  payments. 
After  tt  few  payments,  he  could  lose  contact  with  the  lender  for  several 
months  before  the  computer  would  indicate  that  the  account  was  past  due. 
This  Is  a  very  undesirable  situation.  .    .     »         »  , 

(c)  The  longer  repayment  period  required  by  the  "five  year**  rule  results 
In  greater  Interest  charges  to  the  student  than  would  a  shorter  repayment 
period  requested  by  the  student.      .   .  ,        ,    , .  *  *  1 4.^  •^^^..m^ 

For  the  reasons  stated  above,  pertinent  legislation  shmild  be  amended  to  provide 
that  the  borrower  and  lender  nmy  niutmilly  agree  to  a  W>»ent  schedul^^ 
of  less  tlinn  five  years.  For  the  borrower*s  protection,  it  should  be  indicated  that 
this  agrt»enieiit  (in  writing?)  must  occur  after  the  borrower  finishes  school,  and 
not  lit  the  time  he  makes  application  for  a  loan* 

Sther  flSer  prohibited  from  filing  a  (lefauU  c  aim  on  such  a 

note  until  he  demonstrates  that  he  has  sent  fn  wr  ting  to  the  borrower  s  last 
known  address  an  offer  to  refinance  the  note  to  an  alteiiiatlve  repayment  sch«Ml- 
iile  hnvlng  payments  not  greater  than  would  have  been  the  {layments  had  the 
ortglnul  "total  of  payments"  been  financed  over  60  months.  Fi|rtlier,  a  defai^^ 
claim  cannot  be  filed  until  the  borrower  has  rejected  in  writing  sttch  an  offer 
or  has  not  responded  to  the  offer  for  a  period  of  80  days. 

V.  DECLINE  OP  vm  "THlftD  PARTV  IRNIIEU"  t  DOES  IT  APfECT  KBPAYMENT? 

A  "third  ptirt  lender"  is  a  source  of  funds  other  than  institution  or  firm  market- 
ing the  product.  In  the  guaranteed  student  loan  program,  any  lender  other  than 
the  school  is  a  "third  party  lender". 
A.  How  it  affcota  the  student's  attitude  toward  rcpamcnt 

1.  rirst,  it  must  be  established  that  the  student's  attitude  is  of  vital  importance. 
The  vast  majority  of  the  money  spent  by  the  Ofllce  of  Educat  on  or  guarantee 
agencies  on  collections  is  because  of  attitude  problems.  If  students  only  de« 
faulted  because  they  couldn't  make  their  scheduled  monthly  paynients,  the  wiar- 
fliitor  Would  simply  have  to  maintain  a  minimal  staff  of  "financial  counselors" 
to  establish  a  new,  lower  monthly  payment  tailored  to  the  borrowers  fina"ciai 
situation.  It  could  be  as  low  as  one  dollar  per  month  as  a.  token  of  good  faith 
until  the  finaneiid  situation  might  change.  If  there  were  no  attitude  problems. 
tJien  all  accounts  would  be  Haying  their  guarantor  something.  'IMie  "skip'  prob- 

^*"*".  ASnaioL^  can  deJnonstrate  the  value  of  a  third  party  lender  in  a  commericiil 
transaction.  If  a  consumer  bought  a  toaster  from,  a  department,  store  which 
didn't  Work  when  brought  home,  and  if  he  had  charged  that  toaster  on  the 
store's  charge  account  plan,  he  most  likely  would  withhold  payment  ujitil  he 
received  some  type  of  satisfaction.  If  he  had  borrowed- $20  from  his  neighbor 
until  payday,  his  first  inclination  would  be  to  repay  his  neighbor  (it  wasn't 
his  fault  the  toaster  didn't  work),  and  settle  his  grievance  With  thfe  department 

'''^  a^Vhe'iumbgy  can  be  transferred  to  the  student  who  "charges"  his  education 
on  his  schools  "deferred  tuition"  plan.  If  the  student  feels  he  did  not  receive 
an  education  worth  the  value  placed  on  it  by  his  school,  if  he  feels  that  any  part 
of  his  education  was  misrepresented  by  a  school  recruitment  representative,  h» 
is  unlikfly  to  pay  his  deferred  tuition  charges  (as  he  considers  thorn)  when  they 
come  due.  On  the  other  hand,  if  he  had  borrowed  from  a  third  farty  who  is  dis* 
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*^ssoclatea  from  his  dissatisfaction  with  the  school,  ho  is  more  likely  to  honor 
his  commitment  to  this  lender. 

JB,  Hoio  it  af/eots  the  behavior  of  the  knder 
li  Potential  conflicts  of  interest  s 

(a)  Long  experience  has  shown  that  proper  collections  Work  starts  with 
the  first  contact  with  the  borrower  at  the  time  the  loan  is  made.  Attitudes 
toward  repayment  begin  here.  Problems  exist,  however,  when  we  ask  our 
schools  to  reconcile  the  guarantor's  need  for  a  crisp,  no  nonsense  credit 
interview  impressing  on  the  borrower  the  seriousness  of  the  financial  burden 
he  is  undertaking  with  the  schoors  need  to  recruit  the  student.  A  vacuum 
cleaner  salesman  who  dwells  on  the  terms  of  his  installment  contract  will 
lose  sales,  so  the  majority  of  his  time  with  a  customer  is  spent  selling  the 
product.  *  ^ 

It  would  appear  that  a  person  responsible  for  recruiting  students  would 
have  the  same  dilemma.  What  will  the  recruited  do  if  the  type  of  credit  (Us. 
cussiou  that  a  student  would  get  (and  needs)  from  a  bank  might  frighten 
off  the  prospect?  The  prime  difference  is  clear.  A  recruiter  has  as  his  prime 
3^^^  l>rospective  student.  A  bank  ofilcer  has  as  hia 

prime  interest  the  ultimate  collection  of  the  account,  'liig  business"  never 
^^"A^^'L"'^®  rosponsiblllty  for  credit  and  sales  in  the  same  hands. 

(h)  Kxporlence,  Facilities,  and  Staff— As  one  lender  succinctly  put  it.' 

not  offering  courses  in  ssoology,  so  why  should  (  )  University  be 

a  lender?^  Stated  another  way,  quality  suffers  if  each  should  start  meddling 
in  each  other's  profession.  Banks  and  other  commercial  lenders  already 
have  years  of  experience  In  the  lending  field.  They  have  existing  computer 
programs  and  other  systems  to  handle  credit  transactions.  A  school  financial 
aid  office,  which  is  usually  overworked  and  understaffed  already,  cannot 
begin  to  match  the  commercial  lending  world's  professionalism  and  efficiency 
Lending  Is  a  small  portion  of  a  flnandal  aid  office's  function.  It  is  the  entire 
life  of  an  Installment  Credit  Division  of  a  bank.  This  issue  requires  serious 
consideration  in  light  of  two  conclusions  drawn  in  a  FY70  Office  of  Educa* 
tion  study  on  the  NDEA  program:  (1)  "Attitudes  toward  borrowing  appear 
higljly  correlated  to  the  borrower's  perception  of  the  quality  of  the  loan  ad- 
ministration on, the  part  of  the  institution";  and,  (2)  "The  likelihood  of 
paying  on  schedule  and  of  being  delinquent  are  closely  related  to  the  bor- 
rower*s  perception  of  administrative  quality" 

(7.  Past  performanm  of  sohooh  as  tenders 

Before  any  serious  consideration  is  given  to  expanding  the  participation  of 
schools  as  lenders  \n  the  guaranteed  student  loan  program,  careful  study  should 

^\®J!i.*°  ^^S  t>ei  'ormance  of  colleges  and  universities  in  that  role  in  the  Na« 
tional  Direct  Student  Loan  Progratii,  It  has  been  a  long  time  since  the  Office  of 
Education  has  furnished  summarlssed  data  on  the  school's  yearly  fiscal  operations 
repoi't  to  determine  the  i>ercentage  of  NDSL  accounts  delinquent  as  compared  to 
accounts  due,  both  collected  and  uncollected.  Conversations  With  various  schools 
reveal  this  percentage  to  be  many  times  that  of  the  comparable  statistics  In  the 
guaranteed  student  loan  program.  This  should  be  verified  or  disputed  by  statis* 
ttcal  proof  in  the  immediate  future. 

Z>,  VuHations  on  liepdi/mnt  SehHutes 
Being  viewed  with  a  wary  eye  by  most  guarantors,  are  some  of  the  varying 
■  forms  of  repayment  schedules  being  offered  by  schools  wlio  function  as  lenders. 
Tlie  two  common  variations  are  J 

1.  A  Graduated  Repayment  Schedule— On  such  a  schedule  all  payments 
are  predetermined,  with  the  early  payments  being  smaller  than  the  later 
program. 

2.  An  Income^Oontlngent  ftepayment  System--On  a  pure  contingent 
st'lieduUs  there  is  no  pfeoomputinl  schedule,  hut  a  student  merely  pays  a 
fixed  peroentage  of  his  Income.  There  are  variations  on  the  theme  where  a 
schedule  is  established,  but  {mrtlons  of  the  payments  can  be  deferred  by  the 
signing  of  another  note' to  lower  the  net  payment  to  a  fi^ced  percentage  of 
Income. 

3.  The  scheei^s  petnt  of  view  s 

(a)  The  schools  feel  that  It  will  reduce  defaults  l)ecause  both  the 
graduated  repayment  schedule  and  the  income*cotttlngent  repayment 
system  generally  result  in  higher  payments  later  in  the  schedule  when 
the  student  is  earning  mere. 
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ih)  The  mote  candid  schools  have  admitted  these  features  to  be  a 
•elmmick  to  TaL  the  loans  appear  more  appealing  to  students.  Such 
fSS  havHeen  used  as  a  JSrultment  "seUing  point",  or  as  a  means 
to  make  the  replacing  of  glJt  aid  with  loan  aid  more  Pa\atoSle  p  stu- 
dents "How  else  are  we  going  to  'seU'  these  loans  to  students?'  Is  a 
direct  quote  from  one  aid  officer. 

^•^Wou^m^^^^^  ooacerned  about  the  ramifications 

of^the  ImSS^^^^^  item  lu  light  of  the  dlf  u^si^^^^^^^^^^^^ 

l^iH  chfliotGr  concerning  the  respective  attitudes  of  the  student  and 
fiSLl  wh  ?h  murS?  or  be  formulated  In  the  Initial  credit  interview. 

(b)  Guarantors  question  the  assertion  about  the  lower  monthly  pay- 
ments  earlier  in  the  schedule  as  being  a  deterrent  to  default.  Promoters 
of  these  concepts  emphasize  a  student's  Income  as  being  the  one  variable 
which  determines  a  student^s  ability  to  make  payments  on  his  loan  and 
completely  ignore  a  second  imlwrtant  variable  wWch  is  the  o^ 
•obligations  which  a  student  must  pay  from  his  income.  While  Incomes 
do  tend  to  increase  after  a  student's  graduation,  It  appears  to  many 
experienced  student  loan  administrators  that  his  personal  financial 
responsibilities  increase  at  even  a  greater  rate  over  the  same  period  of 
time.  A  single  male  may  well  be  able  to  afford  10%  to  15%  of  his 
annual  income  for  the  first  year  or  two  after  graduation.  Five  years 
later,  with  a  mortgage,  two  cars,  a  wife  and  two  children,  he  can 
barely  afiford  to  spare  2%  of  his  income.  And,  later  research  may  prove 
that  the  false  sense  of  allluence  Imagined  because  of  the  relatively  low 
initial  payments  was  a  contributing  factor  in  the  student's  eventual 
financial  over-extension,  perhaps  leading  to  default*  Many  experience 
default  collectors  believe  that  it  would  be  the  most  serious  of  mistakes 
to  not  seek  the  maximum  dollars  available  from  a  student  before  other 
large  amounts  of  credit  obligations  are  accumulated.  Such  an  approach 
does  not  necessarily  work  a  hardship  on  the  student,  but  only  delays 
a  sighlflcant  escalation  in  his  standard  of  living  for  a  couple  of  years, 
thus  preventing  the  hardship  from  coming  later.      ^     '  ,  . 

(c)  Many  of  the  schools  appear  to  be  looking  forward  eagerly  to 
SALLIB  MAE  or  another  secondary  market  for  purchasing  this  paper 
•to  generate  more  capital  for  making  more  loans.  There  is  great  cause 
to  wonder  about  the  marketability  of  these  loans  which  are  alien  to  the 
commercial  lending  institutions.  The  potential  purchasers  of  such  paper 
would  be  extremely  limited  because  of  the  administrative  complexities 
surrounding  especially  the  income-contingent  repayment  system, 

These  variations  are  possible  under  the  current  legislation  because 
any  references  to  repayment  specify  only  monthly  payments,  not 
«equiil"  monthly  payments.  Most  guarantors  feel  yneasy  becanse  the 
law  was  in  all  other  cases  appeai*lng  to  be  written  to  accommodate  the 
guarantee  of  loans  which  are  4>atterned  after  the  regular  consumer 
loans  made  by  banks,  and  there  is  doubt  that  other  types  of  repayment 
schedules  were  in  the  minds  of  the  legislative  authors.  The  time  has 
come  to  legitimatize  such  repayment  variations  by  an  expression  of 
Congressional  intent,  or  to  eliminate  their  ellgtblllty  Under  the  current 
Quaraiiteed  Student  Loan  Program  by  inserting  the  word  •'equal"  before 
legislative  references  to  the  student's  monthly  payments. 

h  fhe  pMtosophicat  conMe^aHma 
1.  Equal  access  to  available  funds : 

Early  In  the  program.  It  became  obvious  that  certain  wealthy  colleges 
and  universities  and  certain  large  proprietary  schools  had  th6  financial 
resources  to  Induce  commercial  lenders  to  give  preferrential  treatment 
to  their  students,  to  the  disadvantage  of  students  wanting  to  attend 
less  affluent  schools.  In  an  attempt  to  prevent  available  funds  from  being 
siphoned  off,  the  following  regulation  was  published  In  the  Federal 
Register  (Sec,  17r.e(e)(l))  J 

**>fo  potntst  preiniums  or  additional  interest  of  any  kind  mav  be 
paid  to  any  eligible  lender  in  order  to  secure  funds  for  making 
loans  or  to  induce  such  a  lender  to  maue  loan^  to  the  students  of 
a  tmrttcular  itmtltutlon  or  any  particular  category  of  students^ 
and  excet)t  In  clrciimstancos  at)pi'oved  by  the  Commlssloneri  notes 
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(or  any  itUorest  in  notos)  evidencing  loans  made  by  educuHonat 
instittitions  shull  not  Ik)  sold  or  otherwise  transferred  at  discount*' 
This  regulation  was  promulgated  iu  an  atteuipt  to  insure  that  all 
prospective  borrowers  would  have  sonio  measure  of  "equal  access**  to 
available  loan  funds  at  a  bank,  However,  shortly  after  its  promulgation, 
the  purpose  of  this  regulation  was  circumvented  by  a  wholly  legal 
maneuver  which  entailed  merely  changing  the  nnme  of  the  lender  of 
record  in  these  school/lender  partnerships.  The  name  of  the  lender  of 
record  was  changed  from  that  of  the  commercial  llnanciul  institution 
to  that  of  the  school  The  money  now  w»as  technically  loaned  by  finan* 
cial  institution  to  the  school  rather  than*  to  the  student  The  points, 
premiums,  and  inducements  were  renamed  service  charges  which  were 
paid  to  the  linancial  institution  for  doing  the  paperwork  and  collection, 
while  such  arrangements  live  within  the  letter  of  the  regulation,  it  is 
questionable  as  to  whether  they  live  within  the  si)irit  of  the  regulation. 
The  inescapable  conclusion  is  that  the  student  who  is  attending  a  school 
who  will  ''borrow**  the  money  from  a  commercial  lender  on  his  behalf 
has  far  greater  access  to  that  lender*s  money  than  the  student  who 
approaches  the  lender  without  his  school's  intercession,  While  the  legal 
difference  is  apparent  is  the  net  effect  any  different  than  the  inequality 
of  opportunity  which  existed  prior  to  the  regulation  between  two  students 
if  one  attended  a  school  which  was  willing  to  pay  a  lender  a  premium 
for  making  him  a  loan  and  the  other  student  was  attending  a  school 
which  could  not  afford  to  do  the  same? 

2.  The  student  as  a  consumer  \ 

The  original  concept  of  this  program  provided  for  "student  consumer- 
ism** which  placed  the  dollar  in  a  student*s  hands  before  he  shopi)ed 
for  a  school,  not  vice  versa.  This  idea  of  the  student  consumer  with 
educational  dollars  to  st)end  permitted  him  to  make  his  choice  of  schools 
based  upon  his  educational  needs,  not  his  tinanclal  needs.  Under  the 
student  consumer  concept  the  educationally  sound  schools  would  prosper, 
the  unsound  would  wither  for  lack  of  students.  When  a  student*s  access 
to  guaranteed  loan  funds  is  determlne<l  by  his  sclioors  wealth,  the 
syndrome  of  the  *»rich  getting  richer  and  the  poor  getting  poorer**  ocoufs. 
In  this  case  it  is  the  iinancialiy  sound  schools  which  prosper,  and  the 
financially  struggling  schools  (regardless  of  academic  excellence)  will 
wittier  for  lack  of  students. 

3.  Who  pays  the  costs? 

There  is  no  question  that  this  program  has  some  features  Which 
makes  it  someWlmt  expensive  to  administer.  Early  in  the  history  of 
the  program,  there  were  reports  that  some  of  the  commercial  lenders 
were  charging  borrowers  "application  fees**  for  processitig  their  loans. 
Upon  a  determination  by  program  officials  that  the  interest  rate  received 
by  lenders  should  be  ndeiprnte  remuneration  for  the  lender,  and  with 
a  further  commitment  in  the  form  of  a  changeable  "special  allowatice**, 
the  following  regulation  was  published  In  tlie  Federal  Register  (Sec. 
17T(e)(2))s 

"In  no  event  may  the  costs  of  making  a  loan  utider  this  part 
(except  those  specifically  provided  for  in  this  section)  be  passed 
on  (in  the  form  of  higher  tuition  charges  or  otherwijie)  to  the 
borrower.** 

Obviously,  schools  functioning  as  lenders  have  considerable  adminis- 
trative costs  associated  with  this  program.  It  is  reasonable  to  suppose 
that  their  costs  are  even  greater  than  those  of  a  commercial  lender  who 
already  has  In  oi)eration  certain  installment  loan  procedures  and  opera- 
tions which  they  might  employ  in  the  studetit  loan  program  witliout 
having  to  hire  additional  staff,  write  new  compttter  programs,  etc.  Com- 
mercial lenders  are  expected  to  admlnster  this  program  out  of  tlie  dif* 
ference  between  their  "cost  of  money**  and  the  return  on  the  loan.  How* 
ever,  the  ftchoors  "cost  of  money**  as  they  borrow  It  is  usually  (or  near* 
ly)  equal  to  the  interest  return  on  the  loan.  It  becomes,  therefore,  alnmt 
inevitable  that  the  charges  of  program  administration  will  be  iiassed 
on  to  students  who  borrow  from  schools  rather  than  financial  Instltti* 
tions,  especially  In  the  case  Oi  students  attending  tuition-dependent 
schools,  without  endowments^  alumni  contribution*  government  sub* 
fcildtes,  etc. 
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4.  The  Universal  KllKlblHty  PvobltMU : 

Wlien  the  orlgliuU  guaranteed  student  loan  legislation  was  construct- 
ed, the  Congress  established  parameters  within  which  the  state  guaran- 
tee agencies  would  have  to  establish  their  Individual  eligibility  criteria. 
It  should  surprise  no  one  that  as  each  state  deliberated  separately,  dif- 
ferences Would  occur  which  were  still  wholly  acceptable  under  the  law. 

The  student  group  most  affected  by  the  limited  state  autonomy  was 
the  home  study  student  who  was  not  considered  an  eligible  borrower  in 
several  states,  Understandably,  the  home  study  schools  sought  lender 
status  t^)  bring  the  benelUs  of  the  program  to  their  students.  Quite  aur 
other  matter,  however,  are  the  large  universities  and  vocational  schools 
whose  students  have  eligibility  in  every  state  of  the  union,  but  who 
sought  "lender  status'*  for  recruitment  leverage  or  other  purposes. 

However,  if  a  decision  were  ever  nuide  to  phase  out  the  schools  who 
are  lenders,  the  eligibility  of  their  students  would  have  to  be  assured 
from  another  source.  The  Congress  could  accomplish  this  by  re-examining 
and  modifying  the  perimeters  within  which  they  will  permit  a  state  to 
function,  giving  the  state  sufUcient  time  to  amend  its  legislation  or 
make  the  decision  to  reject  the  changes  and  allow  the  Federal  program 
to  Come  in  and  take  over. 


C0NGB^:SS  OP  THE  UnITISD  STATES, 

House  op  Representatives, 
Washington,  D.  0.,  June  5, 191/4* 

Hon.  James  G.  O'Haua, 

Chairman,  Special  Suhoommittee  on  Educatimt 
Mueation  and  Labor  Oommitteep 
Washington,  D,0» 

DEAtt  Un.  O'Haha:  I  believe  the  enolosed  synopsis  of  the  student  loan  program 
from  the  point  of  view  of  a  lending  institution  will  be  of  interest  to  you*  It  was 
prepared  by  Mr.  Doyle  D.  Ream,  Vice  President,  and  Mr.  Toby  Day.  Install- 
ment Loan  Department,  of  the  First  National  Bank  of  the  Black  Hills,  Rapid 
City,  South  Dakota,  at  the  request  of  the  Denver  Regional  Office  of  Education. 

Your  consideration  of  this  matter  is  appreciated. 

With  kindest  personal  regards,  I  am 
Sincerely, 

jAMEd  Abdnor, 
Mcpnher  of  Oo^iffress* 

Enclosure. 

NATioNAt  Bank  oh'  the  BtAcic  Httts, 

Rapid  City,  Dak 

student  tOAN8  SVNOPSIS 

At  present  the  processing  of  default  student  loans  Is  a  rigorous  and  highly 
ridiculous  procedure,  The  lending  institution  is  required  to  exhaust  all  collection 
devices  for  the  first  CO  days  the  account  is  delinquent.  This  is  a  reasonable  and 
oxpi'cted  requirement.  Once  this  first  CO*day  delinquency  period  Is  satisfied,  the 
Ittdlcrous  portion  of  the  default  program  appears.  The  lender  then  nmy  file  for 
collection  assistance  through  the  Office  of  ICdueatlon.  This  office  sends  a  telegram 
to  the  borrower  reminding  him  of  this  delinquency  and  urging  repayment.  At 
ihh  point  the  borrower  is  In  the  00-day  or  over  past  due  category. 

We  feol  that  this  perifVd  of  time  is  highly  unusual  for  an  account  delliuiuency. 
However,  we  are  not  as  yet  even  at  the  point  where  filing  for  the  federally 
Insured  loan  Is  ready  io  be  processed.  An  additional  80-day  waiting  period  nutst 
be  fulfilled.  At  this  date  (120  days  after  first  date  of  delinquency)  we  are  finally 
able  to  siihmlt  a  claim  to  the  Office  of  Edticatlon,  for  the  amount  due. 

The  problems  concerning  these  claims  do  not  end  herei  however,  we  are  then 
denied  the  interest  that  has  accumulated  from  the  date  of  delinquency  to  the 
date  of  payment  from  the  government. 

The  ainount  of  time  Involved  in  processing  the  afore  monttohed  claims,  in  nddt* 
tion  to  the  denying  of  additional  interest  due  to  the  lending  institutions  for  the 
period  of  time  Involved  In  processing  the  claim  is  a  highly  unusiml  situation  from 
the  lending  Institutions*  point  of  view. 


ERIC 


9^-  2';'o 


ERLC 


270 

The  lending  institutions  proviae  this  service  at  a  very  low  rate  of  interest 
(we  get  a  subsidy  of  7%)  and  we  feel  that  the  Office  of  Education  should 
diligently  review  the  Claims  Section  of  this  program. 

U.S.  Sj5NATEr, 

WasMngtoth  D*(?.»  July  fi, 

Hon.  Jambs  G.  O'Hara,  M.O.        «  '  , 
Ohairmant  Special  Suicommitiee  on  Emcationt 
House  Committee  on  Education  and  iator, 
Waahingtont  D,0* 

Dkar  Mr.  Chairman:  Enclosed  is  a  copy  of  a  letter  and  "needs  analysis 
system**  formula  from  Donald  J.  Mullen,  Director  of  the  Financial  Aid  Office 
at  the  University  of  Montana. 

I  thought  the  information  might  be  of  interest  in  connection  with  your  sub- 
committee's hearings  on  Federal  student  aid  programs. 
Best  wishes. 

Very  truly  yours, 

XEB  MSTOAtF« 

Enclosure. 

UNiVftRsifV  OP  Montana, 
Missouldt  Mont^t  June  20,  1914. 

U.S.  Commissioner  or.  Higher  Education, 
Department  ofHeattht  Education  d  WetfarCt 
VM,  Office  of  Educatioih 
Washingtont  D.O. 

Dear  Sir:  Please  find  enclosed  for  your  consideration  and  approval  a  pro- 
posed method  for  determining  the  reasonable  ability  of  a  student's  family  to 
contribute  toward  his/her  postsecondary  expenses  as  pi^ovided  by  law. 

This  proposed  "needs  analysis  system"  is  supported  and  endorsed  by  the  post- 
secondary  conimunity  In  Montana,  having  been  approved  unanitnously  by  the 
Montan^i  Association  of  Financial  Aid  Administrators,  the  Commissioner  of 
Higher  Education,  and  the  Governor,  and  Is  intended  for  use  by  all  post  secondary 
Institutions  in  the  state  for  the  following  federal  programs  t 
Supplemental  Educational  Opportunity  Grants. 
College  Work*Study, 
Nj^tional  Direct  Student  Loans. 
Federally  Insured  Student  Loans. 
As  you  are  aware,  the  authorising  legislation  (P.L.  &2-818)  for  these  programs 
requires  the  institutional  financial  aid  officer  to  calculate  the  amount  of  family 
resources  "which  should  reasonably  be  available*'  for  the  student's  educational 
expenses.  It  is  our  considered  opinion  that  this  proposed  "system''  meets  all  the 
requirements  of  law.  This  proposed  "system"  does  consider  the  income  and  assets 
of  the  student's  parents  and  the  contribution  Inputed  therefrom  is,  again,  in  our 
considered  opinion,  reasonable.  This  particular  "system"  which  we  are  submitting 
is  intended  only  for  the  purpose  of  computing  a  parental  contribution.  We  will 
additionally  consider  income,  assets,  and  other  benefits  of  the  student  and  his/her 
spouse  where  applicable  in  determining  the  student's  ultimate  financial  need. 

We  respectfully  request  that  you  give  this  proposal  your  prompt  consideration 
as  we  are  liopeful  of  using  it  with  our  1974-7B  student  aid  applications. 
Thank  yoU. 
Sincerely, 

t)ONAtn  J.  MtJtlEN, 

Directort  Pinanctat  Aid  Office* 

Enclosure. 

Proposed  Need-  Analvsis  Svsi^em  ton  D^jPmmt  Students  m  Use  nv  Atu 

Post  ftECONDARV  INSTITUTIONS  IN  MONTANA 

-fAdjusted  gm»  income  before  deducttons-^includes  all  taxable  and  nontaxable 
income. 

—Standard  Federal  Income  Tax* 
-Stiitulard  State  Income  Tajf. 
-t^.LC.A.— 8.85  of  gross  income  up  to  $12,600i=$?8?.10. 
—lletirement— B.76  of  gross  income.  Applies  to  income  from  salaries  and  Wages 
only* 

—Group  Health  Ittsurance--$860  per  ycar^ 

9^.  a^/  ^ 
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-WorWtJg  Spouse  Offnet.*  . 

•^Bxtraorditmry  Medical  Bxpeusesi' 

—Emergency  Expenses.' 

-•Other  Dependents/ 

"-Other  Educational  Expenses,* 

^Effective  Income, 

INCOME!  SVmi}MGN1^  mOM  ASS&TS 

O  Ignore  equity  on  family  residence. 

+Bqttity  in  other  real  estate, 

+ Business  or  f  arm*— ^/^  of  )4et  worth  above  $2fi(000. 

40ash  and  bank  accounts. 

-f-Net  value  of  other  investments, 

=:sNet  worth  X  Table  D  (CSS), 

+$1600  If  residence  Is  fully  owned  (no  mortgage  payments). 
Income  Supplement— show  no  negative  income  supplement, 
H-Bffective  Income. 

:=AdJusted  Effective  Income  X  Table  B"^  (CSS). 
t=:Pareuts  Contribution  for  applicant, 

WHfiRB  MOHB^KAN  ONB  nKPKNOEN'r  1$  COUE^B 

If  parents*  contribution  as  computed  above  is  .$050  or  less»  presume  the  same 
amount  for  each  unless  doing  so  would  bo  obviously  unreasonable. 

If  parents*  contribution  above  is  more  than  $950,  presume  a  contribution  of 
$050  plus  that  portion  above  $050  divided  by  the  number  of  students, 

Not  over  $1,000*   —  — 23  percent 


$1,000  to  $2,000.   $250' 


.$2,000  to  .$,3000  $540+84  percent  of  all  over  $2,000 


20  percent  of  all  over  $1,000 


$3,000  to  $4,000  $b80 

$4,000  to  $6,000--.«.  -  «  $1»280 

$C,000  to  $0,000.  .$1,750 

,$0,000  or  more  — .  .$2, 300+B8  percent  of  all  over  $0»(K)0 

N.B,  Items  explained  by  footnotes  1-6  are  identical  to  CSS 


40  percent  of  all  over  $3,000 
47  percent  of  al  lover  «4,000 
65  percent  of  all  over  .$5,000 


Tmb  Board  or  Thcstbks  op  Micmioan  S'Mt^j  Univehsity, 

litoomftcU  mttst  Mivh^t  Augmt  26,  19Vh 

Hon.  Fbuuv  Buuaud, 

State  Kepmeiitattvef  SSd  District, 

State  Capitot, 

Lansinffi  Mioh* 

DteAH  KBPKKStJNTATiVfi  BtiLLAni)!  Thls  Is  iu  rcspouse  to  your  July'  20  letter  in- 
viting my  views  on  income— contingency  student  loans  as  outlined  in  House 
Resolution  270. 

I  am  unalterably  opposed  to  such  schemes  to  develop  lifetime  indenture  plans 
in  the  guise  of  helping  students  meet  the  increasing  costs  of  higher  education.  In* 
deed,  I  fail  to  see  how  anyone  who  subscribes  to  the  philosophy  of  higher  educa* 
tlon  as  one  of  our  best  possible  societal  investments— and  t  do  subscribe  to  that 
phtlosophy--can  concurrently  support  proposals  to  place  a  greater  proportion 
of  educational  costs  oii  the  student  and  his  or  her  family.  No  ttiuount  of  window 
dressing  can  disguise  the  fact  that  that  is  precisely  the  ultimate  effect  of  these 
"buy  now— pay  later**  approaches  to  the  problemi 

It  seems  to  me  that  if  the  objective  is  to  minimize  the  economic  roadblocks 
to  higher  education,  then  the  easiest  and  least  costly  way  to  realiiie  that  objec* 
tive  is  to  provide  direct  appropriations  to  the  Institutions  ot  replace  the  money 
whioh  they  now  are  found  to  raiye  by  assessing  ever-increftslng  fees  on  their 


i Working  ^mm  Offset;  !}0^d  of  ar»t  $2,000426%  of  the  tialttbc'  of  the  \emt  income 
toaiiittximmuof $1,600.  *  . 

.  21'MtamoimtlnGxeoHflof 6^/i)0f AttluH^^^^  . 
•  a  AUmotty/ChUd  Support  imymcntB  i  ftmural  oxiiGii«t»H!  \m\  tm^  Job  rolAtptt  movlti^  ax* 
pen«CB;  nmah  street  niid  water  iif^«i'»Hmont|  Mtttrnl  dt»»Hter»  not  covered  by  IttBuratte^i 
mniwfi  home  (if  wore  tlmn  $7t;q/yr.  niid  «qt  lluted  mnht  *'other  deijehdeiits/'). 

♦  Other  Depeiuktttti  s  PeraonB  other  timnehUdreii  being  uiipportcd  by  the  «tudent8  pnrenttt 
and  clnlmcd  n«  Federttl  income  Tax  fixemtjtlona.  Allow  $760  each.   ^  ^ 
.  <^  Acttuil  cduciitlottal  expehBeB  ftsif  (Mthcr  fmrent  or  nuy  deiiendeat  childreni 

^  ThiB  table  refleoty  the  foUowini,'  taxation  rates  on  diBcretion^ry  income  i 

OS  - 
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students,  Evoryono  who  J«  famlllttv  with  govotuunout  Uwom  that  each  addUloniU 
hiyoi*  i)t  admlnistvatlon  costs  money.  I  cainiot  envision  any  sort  ot  "buy  now—* 
pay  hitov"  setup  which  would  not  Include  a  very  substantial  and  costly  admin- 
istrative stiHietUre.  IMds  extra  Increment  of  adnUnlstrutive  covst  would  be  com- 
pletely unnecessary  If  the  state  would  follow  the  direct  institutional  subsidy 
approach  as  advocated  above.  It  has  always  been  my  persomil  position  that  public 
higher  education  should  be  tultlon-fvoe  for  resident  students  and  that  this  ohjec' 
tlve  can  best  be  realiJ?ed  by  sui»portinK  "tir  publie  collef^es  and  universities  at  a 
level  which  would  not  require  them  to  charge  tuition  to  Michigan  students. 

Xour  Conuulttee  undoubtedly  will  receive  testimony  from  quaUlied  experts 
who  can  attest  to  the  negative  motivaliomil  effect  of  the  prospect  ot  massive 
borrowing  to  meet  educational  expenses  upon  young  people  from  low  and  nUddle 
income  families.  There  is  no  questton  In  my  mind  that  our  fetate  and  our  nation 
will  lose  the  potential  contributions  of  hundreds  of  thousands  of  such  people 
tudess  our  policies  are  changed  to  maKe  higher  education  a  mora  reali55ttble 
dream--uot  an  economic  nightmare. 

In  closing,  let  me  simply  underscore  the  wwds  ot  Congressman  James  O'Harai 
Cliairman  of  the  Special  Subconimlttee  on  Education  of  the  Committee  on  Labor 
and  Education  of  the  U.S,  House  of  Representatives.  He  described  the  various 
contingency  loan  programs  as  schemes  by  the  rich  to  spend  the  money  of  the 
'  middle  class  to  help  the  poor*  He  may  have  been  too  charitable*  I  feel  that  these 
schemes  by  the  rich  spend  the  money  of  both  the  poor  and  the  middle  class  to  help 
the  rich, 

I  will  be  happy  to  elaborate  on  these  views  in  your  fornml  hearings  this  falU 
Sincerely, 

Don  Stjivens, 
MSV  Truatee. 
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STUDENT  FINANCIAL  ASSISTANCE 

(Graduate  Programi,  State  Programt,  and  Grants) 


HEARINGS 


SPECIAL  SUBCOMMITTEE  ON  EDUCATION 


COMMITTEE  ON  EDUCATION  AND  LABOR 
HOUSE  OF  BEPRE8ENTATIYBS 


NINETY-THIRD  CONGRESS 

SECOND  SESSION 


PART  4— Graduate  Pi'ogmtns 
PART  S^State  Programs 
PART  d--6rants 


MBARINOS  HELD  IX  WASttlNOTON,  D.O. 
JUNE)  4,  A,  10,  lit  12.  AND  13,  im 


Vtlnted  for  the  use  of  the  Committee  on  IMuctttioii  ntid  habot 
OABt  D.  PmKiNs,  ChaimuH 


OF  am 


WASHINGTON  i  16*4 
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OOMMIXTBE)  ON  SDUOATION  AND  LABOR 
CAEIi  D.  PBRKINS,  Kentucky,  Vhaiman 


FRANK  THOMPSON,  Jtt.»  New  Jersey 
JOHN  H.  mm,  PennsylVftttJu 
DOMINICK  V.  DANIBLS.  New  Jersey 
JOBN.BHADBMAS,  Indiana 
JAMBIS  g;  0*HARA,  Michigan 
AUGUSTUS  F.  HAWKINS,  California 
WILLIAM  D.  FORD,  Michigan 
]PAm  T.  MINK,  Hawaii 
LLOVD  MEEDS,  Washington 
PHILLIP  BURTON,  California 
JOSEPH  Ml  GAYDOS,  PenneylvanlA 
WILLIAM  (BILL)  CLAY,  Missouri 
SHIRLEY  CHISHOLM»  New  York 
MARIO  BIAGGI,  New  York 
ELLA  T,  GRASSO,  Connecticut 
ROMANO  L.  MAKZOLI,  Kentucky 
HERMAN  BADIUX),  New  York 
IKE  F.  ANDRBWS,  North  Carolina 
WILLIAM  LBHMAN»  Florida 
JAIME  BENITESS,  Puerto  Rico 


ALBERT  H.  QUIE,  Minnesota 
JOHN  M.  ASHBROOK,  Ohio 
ALPHONZO  BELL,  California 
JOHN  N.  BRLBNBORN,  Illinois 
JOHN  DBLLBNBACK,  Oregon 
MARVIN  L.  ESCH,  Michigan 
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STUDENT  FINANCIAL  ASSISTANCE— PART  4 
(Graduate  Programs) 


•PITESDAY,  JITNB  4,  1074 

HousK  OF  Rephesentatives, 
Special  StJBCOMMiTTEE  ON  Eduoamon 
OF  THE  CoMMirrEE  ON  Education  and  Labor, 

Washington,  D.O, 

The  subcommittee  met  at  10  a.m.,  pursuant  to  recess,  in  room  2261, 
Rayburn  House  Office  Building,  Hon.  .Tames  G.  O'Hara  (chairman) 
presiding. 

Present  i  Representatives  O'Hara  and  Dellenback. 
Staff  members  present  t  Jim  Harrison,  stalf  director  and  Elnora 
Tciftts  cl6i*k» 

Mr!  O^Hara.  The  Special  Subcommittee  on  Edticatiori  will  come  to 
order.  '  ,  , 

ThiB  morning  we  will  cai*ry  out  phase  4  of  the  current  hearings  on 
student  assistance  programs* 

Our  focus  today  will  Im  on  programs  of  assistance  to  graduate  stu- 
dents* It  would,  I  think}  be  helpful  if  we  put  the  text  of  those  parts  of 
the  Higher  Education  Act,  and  related  laws  whicli  relate  to  graduate 
student  assistance  programs  in  the  hearing  record  at  this  point. 

TlTIiB  IX— ORADUATK  PttOGUAMS 

ArrftowuATioNs  Ammnv/MU 

Sec.  02t  Thei*e  are  hepoby  autUorlxcd  to  be  appropriated  «ucb  sums  fts  may 
be  n(ice«sttry  to  carry  out  the  provtsloiiKof  this  part, 

.  (20  U.S.0. 1184d)  Miiaotod  June  30, 1072,  P.L.  ftU  HIS,  kgcs  181  (a),  86  Stat.  800. 

Skc.  922,  (a)  During  the  flBoat  year  endlti«  .Time  80,  1{)?8,  and  each  o£  the 
two  succeeding  fiscal  yearM,  the  Commissioner  is  authoris^ed  to  award  not  to 
exceed  seven  thousand  five  hundred  ftiUoWshliw  to  be  used  for  study  in  graduate 
programs  at  tnstttutlons  of  highef  education.  Such  fellowships  may  be  awarded 
for  such  period  of  study  as  the  Commissioner  may  determine,  but  not  in  excess 
of  three  academic  years,  except  (1)  that  where  a  fellowship  holder  pursues 
his  studlf^s  as  a  regularly  etirolled  student  at  the  Institution  duriufi  periods  out- 
side the  regular  sessions  of  the  mduate  program  of  the  Institution,  a  fellow- 
ship ma}'  be  awarded  for  a  period  not  la  excess  of  three  calendar  years^  aad 
(2)  that  the  Oommisslotter  may  provide  by  regulation  for  the  granting  of  such 
fellowships  for  a  period  of  study  tiot  to  exceed  one  academic  year  (or  one  calen* 
dar  year  in  the  case  of  fellowships  to  which  clause  (1)  applies)  In  addition 
to  the  maximum  period  otherwise  applicable,  under  special  circumstances  In 
which  the  purposes  of  this  part  would  most  effectfv(»ly  be  served  thereby. 

a) 


„  i^^  '1 ^''^  nmihev  of  fellowships  atUboi-ijted  to  be  awarded  by  sub- 
section  (a)  of  this  section,  the  Commissioner  is  authorised  to  award  fellowshlDs 
equal  to  the  number  previously  awarded  during  any  fiscal  year  under  this  sec- 
ni^lJi". JI'^^H ^il'^S''  °*  tJi®  Pe**!"^  for  which  they  were  awarded; 

«!«fPi  f  fellowship  awarded  under  this  subsection  shall  be  for  sue! 
1m  k  ^i?"'  remainder  of  the  period  for  which  the  fellow. 

/'?iA^^W^4fS?^?*'S?  >^*^  ,"y*''^?,^'     tI\e.  aommlsslonQr  majr  determine. 

(20  U.S.C.  lSS-4e^)  BnactGd  June  28, 1972,  P. L.  02-gl8,yc.  i81(ffi  80;<3tat.  806. 

AWARD  OP  PEUOWSHIPfl  AND  AypROyAI*  OP  INSTITDTIONS 

h^i"*  j^^^i**^®  ^''i"^  number  of  fellowships  authorized  by  section  922(a) ' 
t  ^^MA^^^y^  ^"'■'"F  5  ^^"'^^  ^«ss  than  one-thtrd  shall  be  awarded 

to  individuals  accepted  for  study  n  graduate  programs  approved  by  the  Com- 

section,  and  (2>  thfe  remainder  ShalTC  award^^^^ 
n?ic!fn«L^!t!^?i''  subject  to  the  provisions  of  subsection  (c).  The  Com- 

h1«  '^Vt  ^  ffnduatp  program  of  an  Institution  of  higher  educa- 

tlon  only  upon  app  Icat  on  by  the  Institution  and  only  upon  his  flnding  that  the 
^fi^?""?  satisfactory  assUjahce  that  the  institution  will  p?ovidl 

experiences  designed  to  prepwe  its  Mow- 
Sis  3ml  "''^^  '""^  ^^^^  of  educntU  beyoS  the 

«n?e^rthisSi?nl"tK^^  '"^^  ^^"owshlpa 

teaM  ra/erof  edS^^^ 

to  those  institutions  which  have  developed 
teacher?  ^  ^  ^''°^'*^'"'  especially  tailored  to  prepare  classpopm 
nnl^L*i°„"f'^f  the  nefed  to  prepare  a  larger  number  of  teachers  and  other 
Zlt  hi°<^f^Sl''f!^T  ""t^'^B  contained  in  this  clause 

S  if  J?  « "^L^?*^  to  require  any  educational  Institution  to  grant  prefer- 
^^nt  ^/ire^S  *''««t"\fnt  to  the  members  of  one  minority  groSp  on  nc- 

S^r^t^J'X^nn^ZHi^J^l^       Y.^*.^  ''f         the  total  number  or 
*?f„**^  persons  of  that  group  participating  m  or  receiving  the  bene- 
Jf 't,2lii5i',i?''?^T'     <'?"»Pa>'ison  with  the  total  number  or  percentage 
/i^  .V'"/  ff"."^  "  ^^K  «w»'«n«'»«ty,  State,  section,  or  other  area! 

(4)  assure  thnt  at  least  one-half  of  all  new  fellowship  recinieiitJi  Imvp 
demonstrated  their  competence  outside  of  a  liiRher  STeatfon  sS  ii^g  fo^^^ 
TsVZlT^Sr*  ^?  the  couipietion  of  their%mderg?afuS^st'Sles, 

(5)  allow  a  followshtp  recipient  to  interrupt  his  studies  for  un  to  one  Vf»nr 
exceit  SK«H.'r^?'  IT'^' r  <»'leP«»<3««t  study  atvSr tlli  ca«^^^^^^^^^ 

?m  iiil  r  ^"iP.^"**  °^  ^^^^^^  expenses  may  be  paid  for  such  period,  md 
»3l  f    ^  "  reasonably  equitable  geographical  distrib  iHon  of 

graduate  programs  approved  under  this  spotion.  based  upon  st  as 
(efftpH^^'^LW^^^^^  •'^Sher  education  H  pSlSloS 

ih  n .  ?„»i5f1'*^  fellowships  under  this  part  shall  be  persons  who  are  interested 
Ire  iSfni"^^^^^^^^^^  educational  programs  beyond  the  high  school  level  and 
^#11.  ■^^ii'^'^*  P"*"'^"®'  "  <">"«'Sfi    study  leading  to  ft  degree  of  doctor 

of  )h  tosoph.v,  doctor  of  arts,  or  an  equivalent  degree. 

departmeiitTdlvinfty?""  ^^^^  ^"''^  "  '"'^""^ 

U.S.C.  It34f)  Enacted  .tune  28, 1972,  l>.T..  02-818,  sec.  181(a),  86  Stat.  806, 

■'   PEUoWSttlP  STIPENDS 

und5?*  fS' hI'I!  S  Si'itt'^^''^  pay  to  arsons  awarded  fellowships 
aE^.  stipends  (Including  such  al  owitnees  for  subsistence  and 

bi  SLSSlSf  'H^^''^'^  dependents)  „«  he  may  determine  to 

pSograms  Pfcvaiting  prncttces  under  eomparnble  fedorally  supported 

V?s\'"S?*'l't-- /.l"."?^*^'*!"!'.*?     ?"P«'«^«  P«J<^  to  persons  under 
H«2i  f.«ilU  ^^V*^      ^n«titu  iotj  of  higher  education  at  which  such  person 
«  ^         H  ttiltlon  charged  such  person,  such 

amounts  m  the  Commissioner  may  determine  to  be  consistent  witli  prevailing 
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practices  undei*  compamble  federally  sitpported  programs,  except  that  sticU 
amount  shall  not  exceed  $4,000  !)er  academic  year  for  any  such  person. 
(20  U.S.C.  1134g)  Enacted  June  23, 1972,  P.L  sec.  181(a),  86  St«t.  807. 

FKLtOWSHIP  CONOmONS  m 

Skc.  S23.  (a)  A  person  awarded  a  fellowship  under  the  provisions  of  this  part 
shall  continue  to  receive  payments  provided  lu  section  404**  only  during  such 
periods  as  the  Commissioner  finds  that  he  Is  maintaining  satisfactory  prefldency 
in,  and  devoting  essentially  full  time  to,  study  or  research  in  the  field  lu  which 
such  fellowship  was  awarded,  in  an  institution  of  higher  education,  and  is  not 
engaging  In  gainful  employment  other  than  part-time  employment  by  such  insti- 
tution In  teaching,  research,  or  sinillar  activities,  approved  by  the  Commissioner. 

(b)  The  Commissioner  Is  authorized  to  require  reports  containing  such  Intorma- 
tlon  In  such  form  *9,ad  to  be  filed  at  such  times  as  he  determines  necessary  from 
any  person  awarded  a  fellowship  under  the  provisions  of  this  part.  Such  reports 
shall  be  accompanied  by  a  certificate  from  an  appropriate  ofiiclal  at  the  Institu- 
tion of  higher  education,  library,  archive,  or  other  research  center  approved  by. 
the  Commissioner,  stating  that  such  person  is  making  satisfactory  progress  in, 
and  Is  devoting  essentially  full  time  to,  the  program  for  which  the  fellowship  was 
awarded. 

(20  U.S.C.  1134h)  Enacted  June  28, 1972,  P.L.  02-818,  sec,  181(a),  86  Stat.  307, 
308. 

PAfti?  0— Public  Sebviok  Fcxxowsbip  v 

AWAnO  OF  PUBUC  0BEVIOB  PBttOWSHttS 

Sec.  941.  (a)  During  the  fiscal  year  ending  June  80, 1978,  and  each  of  the  two 
succeeding  fiscal  years,  the  Commissioner  is  authorlised  to  award  iiot  to  exceed 
five  hundred  fellowships  in  accordance  with  the  provisions  of  this  part  for  grad- 
uate or  professional  study  for  persons  who  plan  to  pursue  a  career  in  public 
service.  Such  fellowships  shall  be  awarded  for  such  periods  as  the  Commissioner 
may  determine  but  not  to  exceed  three  academic  years 

(b)  There  are  hereby  authorized  to  be  appropriated  such  sums  as  may  be 
necessary  to  carry  out  the  provisions  of  this  patt 

(20  tJ.S.C.  11341)  Enacted  June  23,  1072,  P.L.  02^18,  sec.  181(a),  80  Stafc 
308. 

Att.OCAtlON  OF  FtJttOWfiiMirS 

Sfio.  942.  The  Commissioner  shall  allocate  fellowships  under  this  part  among 
Institutions  of  higher  education  with  programs  approved  under  the  provisions  of 
this  part  for  the  use  of  individuals  accepted  Into  such  programs.  In  such  manner 
and  according  to  such  plan  as  will  Insofar  as  practicable— 

(1)  provide  an  equitable  distribution  of  such  fellowships  throughout  the 
United  States ;  and  .      4 . 

(2)  attract  recent  college  graduates  to  pursue  a  career  In  public  service. 
(20  U.8.C.  1184 J)  Enacted  June  28, 1072,  P.t.  02-818,  sec.  181(a),  80  Stat.  308. 

AmOVAti  OF  2»nO0ftAMd 

Sko.  048.  The  Commissioner  shall  approve  a  graduate  or  professional  program  of 
an  Institution  of  higher  education  only  upon  application  by  the  institution  and 
only  upon  his  findings—  ...      ♦         .  t .  ^*    ^1.  ^ 

(1)  that  such  program  has  as  a  principal  or  significant  objective  the  edu- 
cation of  persons  tot  the  public  service,  or  the  education  of  persons  in  a 
profession  or  vocation  for  whose  practioners  there  is  a  significant  contlnu* 
Ittg  need  In  the  public  service  as  determined  by  the  Commissioner  after  such 
consultation  with  other  agencies  as  may  be  appropriate !  ^ 

(2)  that  such  program  is  in  effect  and  of  high  mtality,  or  can  readily  be 
put  into  effect  and  may  reasonably  be  expected  to  be  of  high  quality ; 

(8)  that  the  application  describes  the  relation  of  such  program  to  any 
program,  activity,  research,  or  development  set  forth  by  the  applicant  In  an 
application,  If  any,  submitted  pursuant  to  seetlon  901(a)  (2) !  and  ^  ^  ^ 

(4)  that  the  application  contains  satisfactory  assuranoe  that  (A)  thd 
Institution  will  recommend  to  the  Commlssloher*  for  the  award  of  fellow- 
ships under  this  part,  for  study  In  such  program,  only  persons  of  superior 
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At^pArcnt  error.  Should  be  a^ciioti  024,  ' 
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promise  who  luive  demouBti'utea  to  the  sati^tfaction  of  the  institution  a 
serious  intent  to  enter  tlte  public  service  upon  completing  the  program,  and 
(B)  the  institution  will  make  reasonable  contiuuing  efforts  to  encourage 
recipients  of  fellowships  under  this  pa rt»  enrolled  in  such  programs,  to  en* 
ter  the  tmblic  service  upon  completing  the  program. 
(20  U.S.O.  1134k)  EJnacted  June  23,  1072,  P.L.  92-318,  sec.  181(a),  86  Stat. 
808.800. 

STtPENDS 

Sgc.  044.  (a)  The  Commissioner  shall  pay  to  persons  awarded  fellowships 
under  this  part  such  stipends '(including  such  allowances  for  subsistence  and 
other  expenses  for  such  persons  and  their  dependent)  as  he  may  determine 
to  be  consistent  witli  prevailing  practices  under  comparable  federally  supported 
programs. 

(b)  The  Commissioner  slmll  (in  addition  to  the  stipends  paid  to  persons  under 
subsection  (a))  pay  to  the  institution  of  higher  education  at  which  such  per- 
son is  pursuing  his  course  of  study  such  amount  as  the  Commissioner  may  deter* 
mine  to  be  consistent  with  prevailing  practices  under  comparable  federally  sup- 
ported programs. 

(20  U.S.0. 11341)  Enacted  June  23. 1972,  P.L.  92-318,  sec.  181(a).  80  Stat,  300. 

FHttOWBUlP  CONDITIONS 

Sko.  045.  (a)  A  person  awarded  a  fellowship  under  the  provisions  of  this  part 
shall  continue  to  receive  the  payments  provided  in  this  part  only  during  such 
periods  as  the  Commissioner  finds  that  he  is  maintaining  satisfactory  profi- 
ciency and  devoting  full  time  to  study  or  research  in  the  field  in  which  such 
fellowship  was  awarded  in  an  institution  of  higher  education,  and  is  not  engage 
ing  in  gainful  employment  other  than  employment  approved  by  the  Commissioner 
by  or  pursuant  to  regtitatlon. 

(b)  The  Commissioner  is  authorised  *to  require  reports  containing  such  In* 
formation  in  such  form  and  to  be  filed  at  such  times  as  he  determines  necessary 
from  any  person  awarded  a  fellowship  under  the  provisions  of  this  part.  Such 
retHirts  shall  be  accomt»anied  by  a  certificate  from  an  appropriate  ofilcial  at  the 
institution  of  higher  education,  library,  archive,  or  other  research  center  ap« 
proved  by  the  Commissioner,  stating  that  such  person  is  making  satisfactory 
progress  in.  and  Is  devoting  essentially  full  time  to.  the  program  for  which  the 
fellowship  was  awarded, 

(c)  No  fellowship  shall  l)e  awarded  under  this  part  for  study  at  a  sdiool  or 
department  of  divinity. 

(20  r»S.C.  1134m)  Bnacted  JUne23, 1072,  P^tr  92--S18,  see.  181(a).  80  Stat.  300. 

PAur  D--FKi.toW8ttit»9  roR  Ornm  PvwoBm 

l»a00ttAM  AtTHORIiJED 

Sfic.  061.  (a)  It  is  the  purpose  of  this  part  to  provide  fellowshlps-^ 

(1)  to  assist  graduate  students  of  exceptional  ability  who  demonstrate  a 
financial  need  for  advanced  study  in  domestic  mining  and  mineral* and 
ininoral  fuel  conservatioti  Including  oil.  gns,  Conl.  oil  shale,  and  uranium  \  and 

(2)  for  persons  of  ability  from  disadvantaged  backgrounds,  as  determined 
by  the  (Commissioner,  undertaking  gr  aduate  or  professional  study. 

Olie  demonstration  of  financial  need  shall  be  determined  in  accordance  M*ith 
regulations  prescrllied  by  the  Commissioner. 

(b)  (1)  The  Conunlssioner  is  authorlsi^d  to  award  under  the  provisions  of  this 
part  not  to  exceed  five  hundred  fellowships  for  the  fiscal  yoar  ondln^  Jttue  80. 
1973.  and  for  each  of  the  two  siiticeedlng  fiscal  years.  Appropriations  made  ptir* 
sttatit  to  section  905  for  fellowships  awarded  under  clause  (2)  of  sid)sectlon  (a) 
of  this  section  may  not  exceed  $1,000,000  In  any  fiscal  year. 

(2)  tn  addition  to  the  numtter  ot  fellowships  aUthorlited  to  be  awnrded  under 
paritgraph  (1),  the  ConmilMSloner  is  authorisicd  to  award  fellowships  (^lual  to  the 
nutniier  previously  awarded  during  any  fiscal  year  utider  this  part  but  Vacated 
prior  to  the  end  of  the  period  for  which  they  were  awarded  except  that  each 
fellowship  awarded  under  this  paragraph  shall  be  for  such  period  of  graduate  or 
profe^f^tonal  Work  or  research  not  in  excess  of  the  remaindei'  of  the  period  for 
which  the  fotlowshlp  it  replaces  was  a wat^ded  as  the  Conuntssloher  may  determine. 

(c)  tVllowships  awarded  under  this  part  shall  be  for  graduate  and  professional 
study  leading  to  an  advanced  degree  or  research  Incident  to  the  presentation  of 

2::o 


ix  rtootoval  (Usaertation*  Such  fellowships  may  he  awarded  for  graduate  and  pro- 
feHHlotial  study  and  research  at  any  institution  of  higher  education  or  any  other 
research  center  approved  for  such  pttrpose  by  the  OonunlHsloner,  Such  fellow- 
ships shall  he  awarded  for  such  periods  as  the  Commissioner  may  determine  hut 

not  to  exceed  three  years.  ^.^i  ^  ^.r,  ial  ^  on.\ 

(20  U,8.(\  U34n)  Enacted  June  23, 1072»  PiL.  02-818,  sec,  181(a),  86  Stat.  300, 

310, 

AWAKO  OF  FKUOWSHn»S 

Sro.  DOS.  Keclpients  of  fellowships  under  this  part  shall  he— 

(1)  persons  who  have  been  accepted  by  an  institution  of  higher  education 
for  graduate  study  leading  to  an  advanced  degree  or  for  a  professional 

degree,  or  .       ,   ^  ^         \i  ^ 

(2)  persons  who  have  couipleted  all  course  work  rentUred  for  granting  of 
A  doctoral  degree  or  an  equivalent  degree  (except  stich  course  work  credited 
on  the  dissertation)  and  comprehensive  examinations  where  appropriate,  and 
whose  doctoral  dissertation  (or  other  equivalent  dissertation)  proposal  has 
been  approved  by  appropriate  officials  of  an  Institution  of  higher  education, 

(20  U.S.O.  li34o)  Enacted  June  28, 1072,  P.L.  e2'-S18,  sec.  181(a),  86  Stat,  810, 

STieKNPS  AND  INSTl'TUTION  OF  HlOHER  EDUCA'TION  AUOW.ANCKS 

Skc.  063.  (a)  The  Commissioner  shall  pay  to  iiersohs  awarded  fellowships  under 
this  part  such  stipends  as  he  may  determine  to  be  consistent  with  prevailing 
practices  under  comparable  federally  supported  programs,  except  that  the  stipend 
sJmll  not  bo  less  than  $2,800  for  each  academic  year  study.  An  additional  amount 
of  $300  for  each  such  year  shall  he  paid  to  each  such  person  on  account  of  each 
of  his  deiiendents,  not  to  exceed  the  amount  of  $1,500  per  academic  year. 

(b)  In  addition  to  the  umount  paid  to  mmtiB  pursuant  to  subsection  (a) 
there  shall  be  paid  U)  the  institution  of  higher  edtu»atlon  at  which  each  such 
person  is  pursuing  his  course  of  study  an  amount  equal  to  160  l)er  centum  of  the 
amount  paid  to  such  person,  less  the  amount  paid  on  accotmt  of  each  of  such 
person's  de|)endents,  to  such  person,  less  any  amount  charged  such  persoii  for 
tuition,  ^  .  ^ 

(c)  The  Commissioner  shall  reimburse  any  person  awarded  a  fellowship  pur- 
suant to  this  part  for  actual  and  necessary  traveling  eKi)enses  of  such  person  and 
hist  det)endents  f  rom  his  ordinary  pi^jce  of  residence  to  the  institution  of  higher 
education,  library,  archive,  or  other  research  center  where  he  will  pursue  his 
studies  under  such  fellowship,  and  to  return  to  stich  residence.     ^  ,  , 

(20  U.S.C.  1184P)  Enacted  June  23, 1072,  P,L.  02-^18,  sec.  181(n),  86  Stat,  810, 

Fifittowsiiip  ooNnmoNs 

SKO.  064.  (a)  A  person  awarded  a  fellowship  tinder  the  provisions  of  this  part 
shall  continue  to  receive  the  payments  provided  in  this  Part  r.ily  during  such 
periods  as  the  Commissioner  finds  that  he  is  maintaining  satis^^ctory  Proficiency 
and  devoting  full  time  to  study  or  research  in  the  field  in  which  such  fellowship 
was  awarded  in  an  institution  of  higher  education,  and  la  not  engaging  In  gainful 
employment  other  than  employment  approved  by  the  Commissioner  by  or  pur- 
suant to  regulation.  ^         ^      ^  ,  ,  ... 

(b)  The  Commissioner  is  authorised  to  require  reports  containing  such  infor- 
mation in  such  form  and  to  be  filed  at  such  times  as  hedeterinines  necessary  from 
any  person  awarded  a  fellowship  under  the  provisions  of  this  part.  Such  reports 
shall  be  accompanic<l  by  a  certificate  from  an  appropriate  official  at  the  institu- 
tion of  higher  e<lucation,  library,  archive,  or  other  research  center  approved  by 
the  Cx)mmi8sioner,  stating  that  such  person  Is  making  satlsfactojy  prpgr^  iii, 
and  Is  devoting  essentially  Ml  time  to,  the  program  for  which  the  fellowship 

^7cf  No^f^         shall  be  awarded  under  this  title  for  study  ^.t  tt  school  or 

'^'TKio.1l^^^^^^^^  June  23, 1072,  P.t.  92^318,  sec.  181(a),  86  Stat,  311, 

AI»PttOPatAtlO?;S  AtjTllOMS4l'}1) 

IWj.  There  are  authorlJied  to  be  appropriated  such  sums  as  may  be  neces* 
sary  for  the  puiiwses  of  this  part  ^  H4is      ^6^/^^  onm^t 

(20  t.S.Oi  1134r)  Enacted  June  28, 1072,  P.L.  &2-818,  seCi  181(a),  86  StAt.  811. 


Public  Law  98«84a,  63d  Congress,  H.R.  15806,  July  10, 1074 

AN  ACT  To  authorize  the  CommUiiloner  of  Education  to  oavry  out  a  pro«am  to  assist 
persons  from  aisadvantflgea  baobgrounds  to  undertako  training  for  the  legal  profession 

,ne  it  enaotcd  hv  the  Senate  and  House  of  BefM'esentativea  of  the  XJnited  States 
of  America  In  Oonmas  aaaeniUed,  That  funds  appropriated  for  part  TO  of  title  IX 
of  the  Higher  Education  Act  of  1965  by  tUe  Department  of  Labor  and  Health, 
Education,  and  Welfare,  and  Related  Agencies  Appropriations  Act  for  the  fiscal 
year  ending  June  80, 1974  (Public  Law  93-192),  shall  remain  available  for  obllga* 
Won  through  September  15,  1074,  for  the  purpose  of  supporting  a  program  to 
assist  persoUs  from  disadvantaged  backgrounds  to  prepare  and  be  educated  for 
the  legal  profession. 

r  Sbc.  2.  In  order  to  curry  out  the  program,  authorized  by  this  Act,  the  Oommis* 
sioner  of  Education  is  authorised  to  make  grants  to  private  nonprofit  organiza* 
tions  representative  of  legal  education  and  the  legal  profession  for  the  purpose  of 
(1)  selecting  and  counseling  such  persons;  (2)  paying  stipends  to  such  persons 
and  in  such  amounts  as  the  Commissioner  may  determine  to  be  appropriate;  and 
(3)  paying  for  any  administrative  expenses  incurred  in  the  carrying  out  of 
activities  authorized  by  this  Act. 

Sec.  3.  The  activities  authorized  by  this  Act  may  be  carried  out  without  regard 
to  the  requirements  and  limitations  tiet  forth  in  sections  961,  962,  and  968  of 
part  D  of  title  IK  of  the  Higher  Education  Act  of  1065. 

Approved  July  10, 1974. 

Mr.  O'Ham.  We  have  invited  members  of  the  National  Board  on 
Graduate  Education  to  appear  before  us  and  to  comment  on  issues 
relating  to  financial  assistance  for  graduate  students. 

The  witnesses  are  Dr.  Charles  V.  Kidd,  executive  secretary  of  the 
Association  of  American  Universities}  Dr.  David  Breneman  of  the 
National  Research  Council;  Dr.  Richard  Lyman,  president  of  Stan- 
ford University;  and  Dr.  Boyd  Page  of  the  Council  of  Graduate 
•Schools. 

^  Each  witness  will  make  a  brief  presentation  and  we  can  then  ques- 
tion the  panel  as  a  group. 

In  addition  to  the  statements  to  be  made,  we  have  circulated  among 
the  membei-s  of  the  stibcommitteo  copies  of  the  Board's  January  1971 
pttblidation,  "Federal  Policy  Alternatives  Toward  Graduate  Educa- 
tion," of  which  chapter  4  is  particularly  focused  on  our  immediate  area 
of  concern. 

I  shall  ask  unanimous  consent  that  appropriate  excefpts  from  that 
report  be  made  a,  part  of  today's  hearing  record. 
.  [The  documents  i-eferred  to  appear  at  pp.  89-67.] 

Mr.  O'Haha.  Additional  copies  of  the  report  are  in  the  members' 
folders. 

So,  with  that,  gentlemen,  please  proceed  with  your  testimony  in 
whatever  manner  you  wish.  . 

SXATEMEHTS  OF  OHABIES  V.  KIBB,  EXEOtmVE  SEOEfiXAItY,  ASSO* 
GIATXON  OF  AMEBIOAir  mVDRSim,  AOOOmmEB  BY  DAVIB 
BBBMBMAIY,  HAItlOm  BBSEABOfit  OOtmoH.;  BIOHABB  LYMAH, 
FBESXBENT,  STANFOBB  mVEBSITY)  AKB  BOYB  FA&E,  COtmOIL 
OF  OBABITATB  SOROOtS 

Dr.  Ktb».  Thank  you,  Mr.  Chairman.  I  am  Charles  Kidd,  executive 
secretary  of  the  Association  of  American  Universities. 

This  association  is  composed  of  46  public  and  private  universities  in 
the  United  States,  which  are  predominant  in  graduate  education  and 
research.  They  grant  about  two-thiMs  of  the  Ph.  D.  degrees  in  the 
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coimtry  and  conduct  about  two-thirds  of  the  federally  supported  aca- 
demid  research  and  development  programs.  .  , 

With  me  are  Dr.  David  Breneman,  staff  director  of  the  National 
Board  on  Graduate  Education.  He  wrote  a  landmark  thesis  on  grad- 
uate education  at  Berkeley,  was  a  professor  at  Amherst  before  he  took 
his  present  position,  and  will  be  a  senior  fellow  at  the  Brookings  In- 
stitution continuing  his  study  of  graduate  education. 

Dr.  Lyman,  on  my  right,  has  had  a  lon§  and  close  association  with 
graduate  education,  first  as  a  professor  of  history  and  then  as  a  provost 
and  vice  president  of  Stanford  University  and  now  as  president  of 
that  institution.  He  is  the  chairman-designate  of  the  Council  oil  Fed- 
.    eral  Relations  of  the  Association  of  American  UniversiUes. 

Finally,  Dr.  Boyd  Page  of  the  Council  of  Graduate  Schools  in  the 
United  States  has  been  a  professor  at  Ohio  State,  Berkeley,  Texas 
A.  &  M.,  and  was  later  vice  president  for  research  an<l  dean  of  the 
graduate  college  at  Iowa  State.  He  was  chairman  of  the  group  which 
prepared  the  recent  report,  "Scholarships  for  Society.'*^ 

Now,  on  behalf  of  the  group  I  want  to  say  we  appreciate  the  opportu- 
nity to  discuss  graduate  education  and  tha  support  of  students.^  The 
subject  has  been  relatively  neglected  over  the  last  2  or  3  years,  and  this 
committee  is  certainly  the  prime  place  for  discussion  of  these  issues. 

I  would  like  to  make  simply  one  point  in  opening  the  discussion,  Mr. 
Chairman,  and  that  is  that  the  rationale  for  Federal  suppoit  of  grad- 
uate students  has  shifted  markedly  over  the  last  3  or  4  years. 
During  the  sixties,  general  pervasive,  continuing  shortages  of  highly 
•  trained  manpower  -were  the. prime  reason  for  Federal  suijport.  Now 
that  has  changed,  and  as  we  proceed  you  will  see  that  the  rationale  is  no 
longer  general  continuing  prospective  shortages  but  rather  specific 
shortages  for  specific  important  national  fiems,  the  removal  of  dis- 
crimination in  admission  to  graduate  schools,  and  the  provision  of  as- 
surance of  attendance  at  graduate  schools  by  the  thin  top  layer  of 
people  of  outstanding  ability.  This  is  a  very  marked  difference  frorti 
the  situation  that  existed  several  years  ago.  ^  , 

Now,  I  would  like  to  ask,  with  permission  of  the  committee,  that 
President'  Lyman  provide  the  background  against  which  we  will  dis- 
cuss the  amendments  of  the  act. 
Mr.  O'Hara.  Please  do. 
[Dr.  Kidd's  statement  follows  t] 

PaBPAUBl)  SmKMEN*  OV  OHARtlCa  V.  KtDD,  BXECUl'lVE  SfitiUBTAny,  ASSOOlA'flOff 

Off  AMERICAN  UNIVEKSM'IES 

Mh  Chalman  and  members  of  the  committee,  i  am  Charles  Kldtl,  executive 
fleoretary  of  the  Association  of  American  Universities.  The  association  Is  com* 
.posed  of  46  pttbllc  and  private  universities  Ui  the  United  States  which  are  ttre- 
eminent  In  graduate  education  and  research.  They  grant  about  two-tfalrds  of  all 
doctoral  degrees  and  conduct  about  two-thlrds  of  the  federally  sponsored  academic 

''^wlS^me  a?e^  th^Kw'ons  whd  are  well  acquainted  with  E'ederal  support  for 
graduate  education  from  vattous  points  of  view*  i-,   h  .  «. 

<l\  David  Breneman  Is  Staff  Director  of  the  National  Board  on  Gradtuite  Edu* 
mHon.  and  Is  the  principal  author  of  the  recent  report,  Pederat  Potioy  Attemi' 
tivs  f  omrds  Gmduate  Educaiion.  It  has  been  made  available  to  the  Committee. 

(2)  Richard  Lyman  of  Stanford  University  has  had  a  long  and  close  association 
with  graduate  education  as  a  professor  and  now  as  the  president  of  a  major 

^"'1  a?Bm^  fage  of  the  Council  of  Graduate  Schools  In  the  United  States  has  been 
a  tetcS  a  dean  of  graduate  studies  and  Is  now  the  president  of  the  organiza- 
tion which  Includes  every  substantial  graduate  school  In  the  country.  He  was 
^   chairman  of  the  group  which  prepared  the  recent  report,  Sohotanhlps  for 
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On  lioUalf  of  the  grouy,  I  want  to  say  tlmt  we  appreciate  the  Interest  of  the 
Commtttee  in  inrraauate  iHlucatlon  ana  its  wiUinifneas  to  clia*us$  some  relatively 
neglectea  but  important  iH»ueH.  We  Imlieve  it  important  to  have  more  intensive 
publto  discussion  of  the  issuesi  and  that  this  Commtttee  is  the  most  important 
single  point  for  discussion. 

One  point  ought  to  he  made  directly  at  the  outset.  That  is»  Federal  support  for 
graduate  education  is  no  longer  predicated  on  general*  continuing  shortages  of  all 
kinds  of  highly  trained  manpower.  The  "shortage"  argument  has  been  replaced  by 
a  more  thoughtful  and  realistic  assessment  of  the  place  of  graduate  education  in 
our  national  life  and  of  the  role  of  the  Feil^ral  ii:overnment  in  supporting  graduate 
education*  Now  the  more  urgent  and  widely  recognized  goals  are  to  ensure  equal- 
ity of  access,  to  adapt  graduate  education  to  changing  needs,  to  recognize  tlte 
intellectual  excellence  of  relatively  few  talented  studentis  and  to  meet  ^specifically 
identified  shortages.  The  shift  in  thinking,  derived  from  10  national  reports*  is 
spelled  out  in  **Oraduate  Kducation  j  The  New  Debate",  an  article  which  I  have 
made  available  to  the  Committee. 

President  Lyman  is  prepared  to  present  the  basic  rationale  for  Federal  sup« 
port  in  greater  detail. 

t.  CIIAKACr£!KISTlCS  0^  KMS'ilXG  KKOKtUt  t>ft00HAMS  FOU  SUPPOUT  OP 
OUAUUATB  KDUCATION 

lite  role  that  the  graduate  education  support  provisions  of  the  Education 
Amendments  f  1972— -the  specific  graduate  education  provisions  of  Title  IX 
of  the  High<  lOducatlon  Act  of  1065  plus  the  mprc  general  student  aid  provisions 
of  Title  IV  should  play  can  be  adequately  assessed  only  in  the  li^t  of  the 
entire  set  ul  Federal  programs  with  similar  purposes.  While  the  total  system  is 
scattered  and  diverse^  its  major  characteristics  can  be  briefly  summarized.  One 
salient  feature  of  the  Federal  machinery  is  mission  orientation.  That  Isi  grad- 
tmte  students  are  supported  not  by  the  Federal  government  as  an  abstractioUi 
btit  by  individual  agencies,  each  charged  by  Congress  with  a  set  of  specific  tasks. 
The  mission  of  OB  it^  supporting  f^raduate  students  has  been  defined  primarily  in 
terms  of  function-*^preparalion  of  teachers  rather  than  in  terms  of  field.  It  has 
authority  to  provide  graduate  fellowships  in  alt  fields,  provided  the  recipients 
are  headed  for  academic. careers.  (It  has  additional  authority  to  provide  fellow- 
ships for  other  special  purposes,  but  this  additional  authority  has  never  been 
funded--M)r  has  been  funded  on  a  very  skimpy  scale.)  N.I.H.  supports  students 
in  the  health  and  biological  area.  NSF  supports  graduate  students  in  the  basic 
sciences  and  in  areas  of  research  important  to  national  needs.  NASA  supported 
students  for  the  space  etfort,  and  AfiC  supported  them  in  the  nuclear  sciences 
and  engineering. 

This  mission  orientation  has  strengths  and  weaknesses.  The  main  strength  is 
that  support  for  graduate  education  tends  to  be  linked  to  high  priority  national 
needs,  and  hence  to  adopt  and  shift  as  national  needs  change.  The  main  weak« 
ness  Is  that  there  is  tto  place  in  either  the  executive  or  the  legislative  branch 
where  graduate  education  and  research  can  be  viewed  as  an  entity«  Therefore 
there  Is  tio  consistent  government-wide  policy.  A  second  weakness  is  that  the 
eKlsting  system  pays  no  attention  to  the  long  range  capacity  of  graduate  schools 
to  continue  to  produce  students  of  high  quality  over  the  long  run  In  the  face 
of  rapidly  shifting  levels  of  Federal  support.  This  is  a  topic  to  which  we  shall 
revert* 

Another  characteristic  of  the  Federal  system  Is  that  a  high  proportion  of  grad* 
unte  student  mpmt  is  linked  to  the  $22  billion  In  Federal  research  funds 
that  currently  flow  to  universities.  This  Is  a  clear  strength  because  graduate 
work  of  high  quality  must  be  so  linked  in  most  fields.  However,  the  research 
relationship  tends  to  make  the  Federnl  support  system  less  than  fully  respon- 
«lve  to  needs  for  change.  For  exnmple,  as  others  will  testify,  it  appears  that  a 
mtich  higher  proportion  of  those  with  advanced  degrees  will  in  the  future  have 
careers  in  non^academic  institutions  and  In  Jobs  other  than  research.  The  Federal 
support  system  does  not  tend  to  Induce  the  changes  in  graduate  education  that 
will  most  certainly  be  required  to  adapt  to  this  new  situation. 

In  terms  of  devices  for  support  of  graduate  students*  there  are  varied  ap- 
proaches. Fellowships  come  first  to  mind— direct  grants  to  students  who  then 
study  in  fields  for  which  the  fellowships  are  granted.  These  fellowships  are 
generallyrbut  not  always,  granted  directly  to  individuals  who  then  decide  where 
to  study.  The  lev$l  of  study  eittends  from  the  first  year  of  graduate  work  through 
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po8t-doctoral  studies.  Then  there  are  traintag  grants,  developea  most  esteiwlvely 
by  NIH,  which  provide  a  package  including  funds  for  research,  research  equip- 
ment, teaching  supplies  and  faculty  salaries.  Finally,  many  graduate  students 
work  as  research  assistants  on  research  financed  by  faints  and  con- 

tracts. In  1974,  about  four  times  as  many  students  (about  24,000)  will  earn 
support  as  research  asslsstants  as  receive  fellowships  (about  6,000).  veterans* 
benefit^  are  an  Important  source  of  support  for  graduate  students.  Finally  the 
student  assistance  programs  administered  by  OB  primarily  for  undergraduates 
are  also  available  (except  for  BOa*s»  SSIG*s.  and  SBOG's)  to  graduate  students. 

In  terms  of  agencies,  about  80  percent  (about  $400  million  out  of  a  total  of 
$S0O  minion)  of  Federal  funds  for  support  of  graduate  students  In  1074  will 
come  from  two  agencles--<*the  Veterans  Administration  and  the  National  In* 
stlttttes  of  Health.  (See  Table  H-10  from  Special  Analysis  H.  Federal  EduoaUm 
Promms  from  The  fiadget  for  FUcal  Year  19^,)  The  graduate  support  pro- 
grams of  the  Office  of  Bdti^^ntlon  provided  only  $41  million,  or  about  8  percent  of 
the  total.  .  X. 

This  Is  the  system  In  which  the  OB  programs  operate,  and  to  which  attention 
has  to  be^  paid  when  the  legislation  authorising  the  OB  programs  is  amended. 

n.  THB  FEDERAL  ROtE  IN  StJPPORTiNO  UNDKRORADUATB  AND  ORADUATB  STOOBNTS 

The  fact  that  public  discussion  of  student  aid  over  the  past  two  or  three  years 
has  concentrated  heavily  on  undergraduates  suggests  that  It  may  be  useful,  In 
considering  amendment  of  all  student  aid  provisions  of  the  Bducation  Amend- 
ments^ of  1072,  to  take  some  differences  between  support  for  undergraduates  and 
graduates  into  account. 
Q  Some  of  the  most  Important  of  these  are ! 

1.  OB,  together  with  veterans  benefits,  is  the  major  source  of  Federal  support 
for  undergraduates.  It  is  only  one  of  many  Sources  of  support  for  graduate  stu- 
dents, and  at  the  moment  OB  support  for  graduate  students  Is  being  phased  out. 

SPECIAL  ANALYSIS  H-rEOEttAL  EDUCATION  PROGRAMS  ' 
.  TABLE  H-iO.-STUDENT  SUPPORT  BY  AGENCY;  FEDERAL  OUTLAYS  AND  NUMBERS  OF  STUDENTS 

Outlays  (millions)  Studdnts  (thousands) 


1972       1973       1974       1972     ^  1973  1974 
Asaney  actual  estlmata  estimate     actual  estimate  estimate 


Unde^|radualej 


aljh.  Education,  and  Welfafei  .      •  *  « -m.  * 

Office  of  EducaHon  ,   8|l  1,01$  1 227  2, 296  2, 322  3,  W 

Social  SacufltyAdmlnlstfallen   521  659  758  431  469  617 

Hea  thagenclisandelhaf.   ^  ^4§  ^76  ^^37  52  J9  41 

yatafans' Aintlnistfallon   1,247  1,613  1,6%  1,061  1,098  1075 

Dafanse...*   88  98  98  52  47  48 

Justice  M   23             .........  64  77  1 

Otlter  :   8  10  10  8  7  7 


Subtotal,  undargfaduatei   2,814     3|569  3,722 

Graduate; 


Haalih,  Educatloni  and  Welfara; , 

National  Inslltutas  of  Haalk   207  264  168  89  86  60 

Office  of  Education   49  |7  4  164  165  170 

niKrtr                        ..     ..  70  66  51  17  17  13 

Vatefans'W^^  190  245  2h  174  171  166 

National  Science  Founddtion   30  20  14  3  2  l 

other  *  15  16  7  19         21  2 

Subtoial.ifaduateU   661  688  m....^.......^...... ........... 


Total-.:   3,376  ■   4,227  4,231 
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t  Sludaht  totals  not  shown  because  some  students  receive  ewards  under  mere  than  1  progretn. 

2.  The  scale  6t  Investtuent  In  Fedeiiftl  undet'gttiduttte  student  suppoi^t  ts  about 
7  times  the  Itivestmettt  in  j^raduute  student  support— J^oughly  $3.?  billion  for 
undei»«i'ttduate  aupport  from  all  mwi^em  and  $500  million  for  «niduate  aupport* 

8.  'fhe  e«8enttal  purposes  of  student  support  differ  widely  at  the  undergraduate 
and  graduate  level  Graduate  student  support  Is—or  should  be— reasonably 
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related  to  the  long  rurige  demand  artd  supply  situation.  Encouragement  of  the 
intellectually  most  abl^  studonts-*^and  not  all  students*<-is  an  important  function 
of  graduate  student  support.  Support  for  undergraduates,  on  the  other  hand  is 
intended  to  ensure  that  society  has  an  educated  cltitsenry^  and  that  access  to 
thi^  edi}catiou  iTVith  the  consequent  increase  in  social  mobility  and  earnings  is 
not  curtailed  because  of  lack  of  resources,  One  practical  consequence  of  these 
differences  Is  that  the  BOO  concept  is  valid  at  the  undergraduate  but  not  the 
graduate  level.         •  ^ 

4.  The  interplay  betweeh'student  earnings,  stipends,  tuition  and  family  con< 
tribution  is  quite  difitereht  at  the  nndergraduate  and  graduate  level 

5.  The  prospective  demtind  /.'or  persons  with  specific  highly  developed  skills 
has  a  more  important  bearing  on  the  volume  of  support  for  graduate  students 
than  for  undergradhate  students. 

6.  A  much  higher  propbrtion  of  graduate  Students  than  of  undergraduates  is 
emancipated.  While  the  heeds  concept  is  applicable  to  graduate  students,  and 
should  be  applied  more  widely,  application  of  a  needs  test  will  affect  the  benefits 
of  a  much  smaller  proportion  of  graduate  students. 

This  list  is  sufficient  to  make  the  point  that  the  basic  concepts  applicable  to 
Federal  financing  of  graduate  students  are  quite  different  from  those  applicable 
to  undergraduates. 

m,  AM£)Nl)^i&NT  OF  THB  ORADUA'tK  SVt^DKNT  BVPVOW  PBOVISXOKS.  (PABT  I  OF  TITLE  l> 
09  THE  EDUCATION  AMENDMENTS  Ofi^  1972 

I  Should  like  to  conclude  with  some  remarks  directed  to  .the  task  dir^tly  before 
the  Committees-consideration  of  amendments  of  the  Edur^'tion  Amendments  of 
1072, 

To  begin  .with  a  summary  of  our  recommendattohs,  we  propose  the  following: 

1,  The  unique  provisions  which  can  facilitate  change  In  graduate  education 
(Part  A  of  Title  IX)  should  be  retained  and  modified  to  substitute  emphasis  on 
adaptation  to  new  national  needs  for  the  existing  emphasis  on  expansion. 

2.  Four  separate  fellowship  provisions  now  authorised  (In  Parts  B»  0,  and  D 
of  Title  IX)  should  be  consolidated  into  a  single  program  with  separate  parts. 
(A  program  for  mining  and  conservation  authorised  in  Part  D  Should  be  trans- 
ferred to  N,S.F.) 

.3,  Four  separate  sets  of  terms  and  conditions  for  the  authorised  fellowship 
programs  should  be  replaced  by  a  single  set  of  terms  and  conditions  because  the 
existing  differences  are  random  and  serve  no  useful  purpose, 

4.  A  program  of  fellowships  for  persons  from  disadvantaged  backgrounds* 
which  now  has  an  authorisation  of  $1,000,000  in  any  fiscal  year,  should  be 
replaced  by  a  much  broader  program  which  would  encompass  not  only  fellow- 
ships but  such  things  as  faculty  exchanges,  selective  help  for  outstanding  students 
and  tutorial  help. 

The  mtional  for  these  proposals  can  now  be  put  forth  in  greater  detail. 
The  graduate  education  provisions  of  the  Education  Amendments  of  1072 
are  found  in  Part  1  of  Title  I.  (This  Part  is  actuaUy  Title  IX  of  the  Higher 
Education  Act  of  1065,  and  will  be  referred  to  here  as  title  IX,)  The  title  l^Mf 
falls  into  two  broad  categories.  The  first,  Part  A,  provides  for  the  strengthening 
of  graduate  programs.  The  second,  Parts  0|  and  D,  provides  for  fellowships 
to  individuals  in  a  number  of  spe<}ific  categories. 

Both  stress  on  quality  and  adaptation  to  changing  needs  are  now  of  highest 
priority  in  graduate  education.  These  goals  can  not  be  attained  simply  by  provld* 
log  fellowships.  The  Federal  government  should  provide  Incenttves  for  change  in 
graduate  education.  This  is  precisely  what  can  be  done  under  .the  exlsthig  pro« 
vision  for  strengthening  graduate  education  (Part  A  of  Title  IX)  and  this  pro- 
vision is  unique  in  the  Federal  statutes.  For  this  reason,  we  stress  the  urgency  of 
funding  this  part,  which  has  never  had  an  appropriation.  However,  some  amend* 
ments  are  needed.  For  eJiample,  expansion  of  graduate  and  professional  pmgrnms 
is  no  longer  an  appropriate  purpose  of  grants  and  reference  to  this  as  one  goal  of 
Part  A  should  be  deleted.  The  goal  of  aiding  graduate  schools  to  change  should  be 
further  stressed.  As.  another  example,  the  principle  that  Institutions  should  bear 
part  of  the  cost  of  such  progiams  is  sound,  and  this  is  provided  for.  However,  the 
law  contains  a  rigid  cost  sharing  formula  which  should  be  replaced  by  a  clause 
providing  for  greater  administrative  discretion  In  determining  cost  sharing.  If  the 
Committee  wishes,  we  can  make  specific  suggestions  for  amendment  of  this  Part. 
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The  provlsious  of  Title  IX  Which  authorize  graauate  fellowships  to  Individuals 
have  two  salient  characteristics.  First,  they  provide  for  a  large  number  of  sepa- 
rate fellowship  programs,  each  with  a  spiiclfted  purpose.  There  are  feUowshlps  for 

Krsons  Interested  hi  a  career  In  educational  programs  beyond  the  high  school 
^el,  and  who  are  pursuing  a  doctoral  degree.  This  Is  Part  B,  It  has  been  funded 
lirlmarlly  to  produce  teachers,  and  the  funding  Is  being  phased  out  because  of 
the  prospective  decline  in  demand  for  new  college  and  university  teachers. 

Part  0  of  the  title  authorizes  graduate  fellowships  to  educate  persons  for  the 
public  60rvic6« 

Part  D  provides  fellowships  tov  "advanced  study  In  domestic  mining  and  min- 
eral and  mineral  fuel  conservation  including  oil,  gas,  coal,  oil  shale  and  uranium, 
and  for  persons  of  ability  from  disadvantaged  backgrounds."  It's  somevvhat 
bizarre  to  combine  fellowship  urograms  for  mining  a  conservation  with  a  program 
for  the  disadvantaged.  Moreover,  It  is  questionable  whether,  given  the  mission 
and  current  activities  of  N.B.1\,  a  mining  and  conservation  fellowmilp  program 
should  be  In  H.B.W.  Final!.,  the  fellowship  program  for  the  dlsadvanteged  is 
deficient  In  many  respects,  the  most  obvious  being  the  appropriation  celling  of 
$1  million  in  any  fiscal  year.  A  second,  and  more  fundamental,  problem  is  that  an 
effective  program  for  the  disadvantaged  requires  more  than  fellowships.  One  of 
the  most  pressing  needs  Is  to  replace  this  inadequate  program  for  the  disadvan- 
taged by  one  that  will  authorize  such  things  as  faculty  exchanges  and  tutorial 
efforts  as  well  as  fellowships.      ,    ^-^         ^  4»mii.i  irv  „*.t« 

Tlie  fellowship  programB  authorized  in  Parts  B,  C  and  D  of  Title  IX  are  clearly 
fragmented.  Here,  however,  two  principles  conflict.  The  first  Is  that  if  there  is  a 
clear  need,  a  categorical  program  is  more  effective  and  is  likely  to  be  better 
funded.  The  second  Is  that  a  series  of  categorical  programs  is  rigid  and  therefore 
ooorly  adapted  to  meet  changing  needs.  On  balance,  we  think  that  the  exlsUttg 
legislation  set  up  too  many  categories,  and  that  simpler  and  broader  authority  Is 
called  for.  We  would  be  glad  to  submit  to  the  Committee  a  proposal  indicating 
specifically  how  the  provisions  could  be  simplified.  .  ^t.  .     %   ^  xt. 

The  second  characteristic  of  these  fellowship  provisions  is  that  each  of  them 
has  a  lonif  series  of  terms  and  conditions  relating  to  such  matters  as  stipend 
levels,  cost  of  education  allowances,  needs  tests,  Prior  work  experience  for  fellow- 
ship  applicants,  requirements  for  geographical  mstr  button  of  feUowsMps  and  ^ 
payment  of  travel  expenses.  These  terms  and  conditions  ate  different  for  *ach 
Droeram  for  no  discernible  reason.  We,  would  be  glad  to  submit  to  j»e  Committee 
a  proposal  for  a  single  set  of  terms  and  conditions  uniformly  applicable  to  all  of 
the  programs.  < 

m  OBADUATtt  SWDBN'T  SOTPoOT  tttttOUOK  TUn  GENfiBAli  ASSlSTANCtfi 

pftooBAM  crx'rtB  iv) 

An  Important  question  Is  the  extent  to  which  the  general  student  aid  provi- 
sions can  (as  in  their  present  form  or  as  amended)  provide  assistance  for 
graduate  students. 

A.  BOO  AND  uim 

Graduate  students  are  not  now  eligible  for  BOG's  or  SEJpG's.  Therefore  an 
amendment  Is  required  If  they  are  to  be  eligible.  Should  such  an  amendment  be 

^^An*?nswer  to  this  depends  on  one's  philosophy  With  respect  to  the  Ptirposes  of 
graduate  education  and  the  rights  and  obligations  of  students,  the  institutions 

As^noted^a^^^^  the  concept  of  Universal  entitlement,  which  is  accepted  and 
socially  useful  for  undergraduates,  does  not  seem  appropriate  for  graduate 
students.  There  Is  no  pressing  social  need  for  all  college  graduates  to  be  able 
to  attend  graduate  school  regardless  of  their  economic  circumstances.  More- 
over, the  concept  of  basing  entitlement  on  the  financial  circumstances  of.  par- 
ents, a  basic  characteristic  of  BOG*s  and  SJlOG's,  will  be  relevant  to  such  a 
small  percentage  of  graduate  students  that  this  key  concept  of  the  BOG  pro- 
gram is  virtually  meaningless.  This  Is  not  to  say  that  need  should  not  be  a 
factor  In  graduate  student  support,  but  rather  that  a  program  of  financial  assist- 
ance should  not  rest  on  relative  financial  need.  i.   i...  *  .  i.« 

Accordingly,  we  would  not  advocate  an  amendment  to  make  graduate  students 
eligible  for  BOG'S  or  SEiOG's. 
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B.  THE  INS'MTUTIONAI.I.V  BASED  STUDENT  AID  PK008AMS 

Graduate  and  profcsrtlojinl  ntiJdouts  are  by  law  dl«lblts  (or  the  College  Work 
Study  (OWS),  the  National  Direct  Student  Loan  (NDSL),  and  the  Guaranteed 
Student  Loan  (GSI*)  programs.  In  principle,  self  help  througjj  work  and  band 
are  a  sound  part  of  a  total  prograna  of  graduate  student  support.  However. 
beeauaB  of  inadequate  authorizations  and  appropriations  and  because  of  Umlta» 
tions  In  regulations,  these  Federal  programs  have  not  been—except  for  the 
guaranteed  loaa  program— extensively  used  by  graduate  studenfi. 

We  have  some  proposals  that  would  In  our  Judgment  Improve  all  of  these 
programs. 

O.  COltCOE!  WOBK  STUOT  PROORAM 

We  are  enthusiastic  about  the  potential  of  the  College  Work  Study  for  erad- 
iirtte  students  and  attach  a  separate  paper  (Attachment  A)  for  the  record. 
First,  work  is  a  sound  part  of  a  graduate  support  program.  It  Is  good  educa- 
nonaiiy  as  graduate  and  professional  students  gain  work  experience  directly 
relevant  to  their  professional  course  of  study.  These  are  important  growth  ex- 
periences  which  future  professionals  and  conununity  and  national  leaders  might 
otherwise  be  denied. 

Moreover,  graduate  students  can  and  have  provided  very  useful  services  to 
state  and  local  government  agencies  and  to  non-profit  comniunity  organizations. 
Law  students  could  provide  needed  legal  service  for  the  disadvantaged,  graduate 
arts  and  science  students  could  serve  as  tutors  for  low  Income  and  disadvan. 
taged  elementary  and  secondary  students,  medical  students  could  serve  in  health 
care  cliniM  and  business  students  will  advise  and  counsel  minority  and  dis- 
advantaged  businessmen—to  name  only  a  few  of  the  possibilities.  These  also  are 
community  services  which  otherwise  will  not  be  delivered. 

Second,  there  is  an  increasing  need  for  work  study  funds  for  graduate  stu- 
dents.  Federal  fellowships  have  dec-lined  precipitously.  For  example,  the  Grad* 
uate  School  of  Arts  and  Science  at  one  nmjor  university  reports  an  estimated 
loss  over  the  last  18-24  months  of  $1.0  to  $1.5  million  in  Federal  fellowships 
alone.  Many  other  universities  also  report  greatly  Increased  demands  ifrom 
students,  departments  and  schools  for  work  study  f  un  Js. 

Third,  the  College  Work  Study  Program  Is  welt  adapted  to  flll  this  part  of  a 
sound  total  program  of  graduate  student  support.  Graduate  and  professloiml 
schools  report  a  substantial  Increase  In  the  distribution  of  graduate  student 
asslstaiice  based  upon  need.  As  this  desirable  developtnent  grows  greater,  de- 
slonafstudents  ^^'^^^       ^^^^  ^^^^^  '""^^  graduate  and  profes. 

There  are,  however,  major  barriers  to  the  more  effective  use  of  CWS  bv  grad- 
uate students,  as  Indicated  by  the  fact  that  only  6  iwrcent  of  the  participants 
In  the  work  study  program  are  grftduate  students.  We  have  some  suggestions 
designed  to  remove  these  barriers  j  ' 

1  We  ^e^West  that  Hie  Committee  recognlsje  the  vast  unmet  needs  among 
'PF  increasing  the  authorkatlon.  An  authorlsjatlon  of 

.$840  million— dpuble  the  current  autiiorlKatlon— would  come  closer  to  meeting 
the  needs  of  undergraduates  plus  graduate  students.  '"ee""b 

2.  We  ask  the  support  of  the  Committee  In  Improving  the  regulations  for  the 
program.  Others  have  testified  on  the  destrablllty  of  (a)  removing  or  modify^ 
tig  the  regulations  designed  to  prevent  "overawardlng,"  (b)  calculating  awards 
in  terms  of  net  rather  than  gross  Income  and  (c)  forward  funding.  We  support 
these  changes.  In  addition,  we  believe  that  the  maximum  hourly  earnings  rate 
should  be  set  at  $450  per  hour  for  graduate  students. 

Finally,  we  would  stress  that  an  adeqimtely  funded  college  work  study  nro« 
gram  must  be  considered  In  the  broad  context  of  a  comprehensive  aid  program 
comprised  of  grants,  loans,  and  other  work  opportunities.  p™B™ra 

t>.  NATIONAt  MBKCT  8T0BBN*  tOAN  MOOBASt 

^"'',?'l^^il&"*.P£?^!."*  g*'ad«ate  students  from  partlclpntlng  substantially 
In  the  College  Work  Study  program  also  bar  them  ttm  the  NDSL  program. 
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Onl*-  9  iwroeut  <»f  7RO,O0i)  sturtenta  receiving  XDSL  aUl  me  gradual*  studeutsi 

NATIONAL  DIRECT  STUDENT  LOAN 


Institu'  institu-     2'V'e8r     4<year  UntvRr* 

'lonj      lions      tions   cotlegej  eollegej  siliej 


Esllmaled  total  number olparilcipanls   752.900    457. 700'  294. 200    96.t00   415,500  240.300 

PoMuwate  participants!   g^^^^,  ^^^^g      •  „    33,2^  36,045 

Percent  01  total  -••   »         »  "         "  " 

To  make  funds  available  on  a  scale  that  will  enable  wore  g***"*""** 
borrow  funds  under  this  program  we  propose  that  "»e  authorization  l^  incw^^^ 
from  $400  million  to  $000  inlUlon.  Here  the  future  Is  somewhat  impredlotable 
because  the  success  of  the  Student  Lottn  Marketing  Asisoclatlon  (Sally  Mae)  hasi 
yef,  to  be  fulty  demonstrated. 

K.  OUABANTKKD  STUDENT  LOAJf  PKOORAM 

Although  loan  availability  has  been  a  difficult  problem  for  many  students  this 
year,  graduate  student  participation  In  the  OSM*.  shown  below,  J-  greater  than 
for  either  CWS  or  NDSL. 

GUARANTEED  STUDENT  LOAN 


insti' 
buttons 

Public 
inMi* 
tuttoni 

Private 
insti* 
tution$ 

2*year 
colleges 

4*yeiir 
colleges 

Unlver* 
slties 

Post  baccalaureite  participants: 

.  686,700 
.......  m473 

421,200 

67.392 
10 

262,300 
62,982 

65,900 

0 
0 

380.700 

72,333 
19 

236,900 

61,S94 
26 

We  recommend  the  following  Improvement  in  the  G-SL  program  j  . 

1.  Although  the  pwiblem  of  excessively  high  rates  of  Indebtedness  is  of  g^^^^^ 
concern  to  graduate  students  there  remains  a  need  to  P»»'We  greater  flexibimy  to 
meet  the  n^9  of  graduate  students;  'The  current  annual  GSL  loan  limit  does  not 

SveSfulSt  ot  tuition  at  many  private  we  rt^" 

ommend  an  increase  in  the  annual  maxitmtm  loan  from  $2,500  to  $3,600  and  an 
tnot'nntio  tit  tht>  totnl  loan  allowable  f I'om  $10,000  to  $lo,000. 

2.  if  view  o£  the  increasing  debt  burden  on  graduate  students  we  also  recom- 
mend a  change  In  the  repayment  period  from  10  to  20  years.  .  ■     ..^  ^, 

T  l^)w  loan  limits  also  contribute  to  students  turning  to  multiple  sources  of 
i«.f;.  fumis^hls  Sn  cre^  hardship  at  repayment  time  and  undoubted  y 

S  uiS  thril^^^^^^^^^  and  defatilt.  Provision  therefore  should 

maTe  to%ow  ttSen^^  to  coniolldate  all  loans  incurred  to  provide  the  student 

''flJSltutlomflSffi^^^^  both  amt.  and  68L  have  gro^m  sub- 

8tttt\tfly.  An  adnS^^  fee  oi  3%  the  same  ammmt  provided  by  other  pro- 
grams,  would  greatly  relieve  this  bUiilen  on  the  institutions. 

AmoauBNT  A 

•tm  coLLKtm  wouK  s-ruttY  psookam  and  -thr  ORADUATB  BtirOKNl- 

Pnrtteloatlott  by  graduate  students  in  OWS,  while  distressingly  low,  grew 
«fPfldilv        4.68)  students  in  1»C8  to  about  24,000  students  in  19/1.  appi^xi- 
Seu\  6  fold'Tcre^^^^^         figures  complied  by  the  Ainerican^doun^^^^^ 
Mucatloth  shovvti  below,  indicate  a  continued  Increase  to  almost  34,000  In  19T8-T4 
In  graduate,  or  Post-Baccalaureate  student  participation. 
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COLUQEWORKSTOOY1973-74 


All     Public  Pdvate 
instllu.    Institu-    inslilu-    2,yeaf     -J-year  Univer. 
tlons      tlont      tions   colleges   collegn  slllej 

187,500    117,100   325,100  21,700 

387 

n 


^^'^  ^^'^^|  ^'^^s     o  i6,25§  13,38? 


SSl-'^^f.^^      ^.2?  sufflc  ent  OWS  funding  to  assist  mnS  grFduatfand  tSs- 
fSLfK"^.*^*      J*?^"^       has  allowed  us  to  offeV  70%  of  oSr  eElnc 
freshmen  employment  to  make  up  about  one-thhd  of  theii  stwdelit  seif-Lih  nnnk 
?&i1?J*  ^^^^  employment  for  their  fou5  u  ,dS5duJt^^^^^^^^ 

iffthTN^tt^^^^ 

DuPing  the  J960'8  when  federally  fellowship  support  was  move  rendilv  ftvalinhip 

precipitously,  and  many  universities  aJe  reporting  both  Sdlv  ino?i^^^^^^^ 
mands  from  eligible  graduate  sttidents  for  CWS  support  and  frSuent  renu^^^^^ 

_  Mr.  Robert  Huff,  director  of  Financial  Aid  at  Stanford  Universitv  notes: 

oents,  great  numbers  of  these  students  haye  only  loan  programs  which  to  tuni  to 
n«W;,„S?V^""i^  be  a  greater  availability  of  wS-sSdy  fS  them'? 
witn  oniy  loans  to  turn  to  and  the  prospect  of  greater  and  greater  indfbtwlimxs 

tt«  ST  \*  ^""'V*       eli«^blfgra1tm tf stX^^^^ 

begun  to  feel  like  the  forgotten  stepchild  of  postsecondary  education  and  a ve 

rws  tt^ll.?„"?  '•ensfs  support  greater  graduate  student  participation  in 
CW  S.  First,  graduate  and  professional  programs  increasingly  are  providing  crad* 
uato  linaiiclal  assistance  based  upon  nee(l.  To  cite  just  two  exampleMin  esti^^^ 
ttreeout  of  four  graduate  divisions  at  Tulane  University  now  base  nmch  of  their 
aid  on  student  need  Cornell  University  also  reports  a  So"  inSease^h^^^ 
TXi^'^i^^^J'^^^^  ilistrlbuted  in  graduate  and  pi'ofessloKroSS  buSd  oS 
need.  The  rws  prograun  thus  has  become  an  Increasingly  appropriate  way  to  n  eet 
the  needs  of  many  graduate  and  professional  students.       » wa> "'^ei 
A  secotid  major  reason  to  respond  to  the  growing  interest  and  demand  by  grad. 
ttate  students  is  the  substantial  benefits  to  be  derived  by  the  student,  the  fnstltu* . 
tlon  and,  very  freatteatly.  by  public  organizations  who  employ  oWS  gi-aduate 
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BfiMtpntB  while  "woi'kJna  your  way  tUrougU  sehooV'  i-emalus  l>9th  pbilosophlcally,. 
flnd  SotiS  aSkcKZ  mt^^^^  ^  necessity  as  Pftr- 

SuSS  Jre  fS  ?»d  as  the  costs  of  younger  brothers'  and 

''orSSlm^^^^^  CWS  i.ro«mm  also  gain  valu- 

fe^ttioiSTffbit^ti^^^^^  I>»ke  law  students  fr.m  serving 

^fe^afif^S^^^^^^  more  highly  trained,  they 

potSaS  moJruS^Ko  state  and  local  goverttment  ag^^^ies  and  to  n^^^^^^^^^^ 
nnmmi  «ltv  nreanizatlons.  I*aw  students  couid  provide  needed  legal  services  for 
?S^£?flS?d  mduate  arte  and  science  students  could  serve  as  tutors  for 
w  S?Z  A^d  dSSSe^  and  secondary  students,  medical 

S?dente Toulfsi^^^^^  students  could  adjse  ftnd 

«n««oTminoritv  and  businessmen  in  the  developmentof  their 

Sf  tSKre  g?Swth  experien^  which  future  professionals  and  community, 
national  iSde^^^^^^^^  ^'^  community  services 

""t? 'uSilfeth^^^^^^^^  and  professional  students  for  CWS;. 

snirtTSlA  Si  a  sha5)ly  increased  rate.  Students,  faculty  and  ad- 
S^trn/orralike  ate  enthusiastic  oveP  the  untapped  opportunities  potentially 
?SMfto%SafranS  the  CWS  program.  The  principal  aues- 

"  fiSt  lorw  Sel'L?ifthfe&^         6iajor  changes  hi  the  authpri^ln^ 
'  lelaJnimSfcatSTn  order  to  achieve^the  goaiof  greater  partidpatton 
to  the  CWS  program  for  undergraduate,  graduate  and  Professional  student^^ 
\W  reSd  to  the  authorisation,  a  substautial  Increase  is  warranted.  lOdeed.^ 
i?t»Vior  Prtiic.ftMf^^^  their  recent  testimony  before  the  ap. 

?rtrla«ot''coS?S  STtfe  grow^^^^^^^        ^SnSod""'  - 
SSd  that  the  full  authorized  amount  of  $420  million  be  appropriated.  _  - 
^  t«  ii»t,f  n#  fh0«P  (Jon^^^  Committee  should  carefully  consider  attin. 

rrlft«Jd  aXrlSlSr  0?^^^^^^^^  a  50%  Increase,  with  the  expected) 

tlon  thaf  thfS^^^^^^  to.sigiliflpftntly  assist  eligible  graduate 

"TthSlgh  these  would  not  require  new  legislation  the  ;f"««:J«J  ^» 
reeulatlons  would  greatly  enhance  the  effectiveness  of  ' the  program.  . 

f  To  lS?rrse  thf  flexfolllty  through  which  the  program  may  effective  y 
serve  graduaFe  studente  the  maximum  hourly  wage  rate,  currently  $8.50,  f  ould 
bfiSs^  to  $4.50.  Although  the  needs  of  many  graduate  students  and  their 
M  emSfoySs  coSd  K  within  this  limit,  the  needs  of  highly  trained 
Sdent^ffi  o^helr  employees  could  frequently  be  met  more  effectively  If  the 
it  . "Sons  had  greater  flexibility  In  establishing  the  hourly  rate. 
■    1»  Srmtrfent  Sl^^^^^  an  Impossible  administrative  burden  on 

InstltSlons  by  requ^^^^^  the  Work  load  of  CWS  recipients  In 

in  effort  to  preVeT''oSSl«g."  llie  primary  effects  of  this  requirement  are 
Sance  thTattractlv^^^^  of  non-work  study  Jobs,  to  place  cumbersome  ad- 
SlSstratlve  Ktrd^^^^^^  aud  to  further  comi^und  the  confusion  and 

''^a^Tlxffllretffi' often  result  In  a  CW^  student's  net  Income  following  b«low 
hifor  her  cSlated  Sd.  A  CWS  award  of  $600.  for  examp  e.  to  a  student, 
flfLfdedttctlons  may  net  that  student  I4s8  Income  than  the  calculated  need  of 
leoo  ffi?ds  sKould  be  made,  therefore,  not  In  terms  of  gross  Income  but  In 
tomtiM  of*  thp  net  Incime  needed  to  meet  the  calculated  need, 

4  Ke  to  olVreStlV^^^  opportunities,  especially  summer  Jobs,  Is  essen* 
«al  to  Sie  suSess  progmm.  The  current  funding  cycle  frequently  does  not 
provide  suEnt  t^^^^^^^^^^        institutions  to  maximize  the  CWS  funds  both 
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in  terms  of  the  nuinhers  of  sttiflents  benefited  and  In  terms  of  the  educational 
^AiL°lu}^V^,.^^  •  therefore  the  Congress  should  consider  forward 

ftmdlng  the  College  Work  Sttidy  Program  just  as  it  now  forward  funds  the 
National  Direct  student  Loan  Program. 

STATEMENT  01*  SE.  BIORABD  LYHAK 

Dr.  Lyman.  Thank  you,  Mr,  Chairman. 

I  am  Richard  Lyman,  president  of  Stanford  Univei-sity. 

Serious  Federal  recognition  of  the  importance  of  supporting  gradu- 
ate education  began,  as  we  all  know,  about  three  decades  ago  in  the 
period  right  after  World  War  II,  when  there  was  a  general  rccogni- 
tion  that  research  and  particularly  univei-sity  research  whs  an  im- 
portant source  foi-  the  country,  both  in  short-tei-m  and  lons-term 
needs,  in  meeting  those  needs. 

It  became  increasingly  obvious  after  the  war  that  the  level  and 
quality  of  research  in  graduate  training  exercised  a  powerful  influence 
on  our  national  life.  Also,  gradually,  it  became  apparent  that  graduate 
education  and  resea  rcli  are  inseparably  linked. 

f  he  saine  institutions  that  cany  on  the  one  carry  on  the  other.  lii 
fact,  they  do  so  as  part  of  a  unified  process. 

As  tins  recognition  of  the  importance  of  the  link  lietwe^n  i-escarch- 
and  graduate  education  grew,  so  acknowledgement  of  the  role  of  the 
Federal  Government  with  regard  to  graduate  education. 

rhere  ai'e  a  numl)er  of  reasons  why  it  has  been  logical  and  i-emains 
so  that  the  federal  Oovei-nnient  assume  a  major  responsibility  in  this 
area.  Ihe  fruits  of  univei'sity  research  obviously  are  heedless,  let's  sav, 
of  boundaries,  aijd  in  fact  they  are  very  seldom  contained  even  l^v 
national  boundaries.  '  ■ 

Graduate  students  tend  to  be  far  more  mobile  than  undergraduates 
and  more  likely  to  cross  State  lines  in  search  of  a  particular  educa- 
tional program  that  meets  their  needs,  but  the  relationship  between 
graduate  education  and  national  needs  and  the  consequent  interest  in 
federal  support  were  perceived  fii-st  and  foremost  in  terms  of  the 
Shortage  of  trained  manpower  in  one  field  after  another,  as  those  fields 
became  important  in  the  21/2  postwar  decades. 

\Uen  it  became  apparent  several  yeai-s  ago  that  the  expansion  of 
graduate  programs  had  been  sufficient  to  insure  an  adequate  supply 
of  trained  manpower  in  those  fields  already  defined,  iu  some  fields  mot'e 
than  adequate  supply,  the  Federal  support  kgan  to  dwindle  very 
rapidly.  .  « 

In  1967  there  were  over  11, 000  federally  supported  education  fellow- 
ships, just  one  form  of  support,  of  course,  but  a  very  important  one. 

I  ive  years  later  ovei'  2,000  were  only  available. 

M  An?^  •*'*?L'l"'"¥l'  ^*i}l'l'9'*W>.Y  fellowships  plus  traineeships  was 
^H^^i  i'UJ'^J  1974  that  number  had  dropped  to  an  esti- 

mated  6,600.  In  dollar  terms  overall  Federal  support  levels  for  fellow- 
ships and  traineeships  declined  from  a  high  of  $262  million  in  1968  to 
2*  «hd  they  have  been  projected  to  something  like  $88 
million  in  fiscal  1974.  ^       ^  . 

Federal  support  of  basic  n'search  at  universities  and  colleges  rose  bv 

II  percent  from  1968  to  1972  but  in  constant  dollars  there  was  a  decline 
of  7  percent. 

O  Q., 
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This  has  been  true  not  only  in  HEW  supported  and  administered 
funds  but  in  other  agencies^  too,  the  National  Science  Foundation,  the 
Space  Agency,  AEC,  NIH,  and  so  on* 

We  have  a  strong  feeling  that  it  was  a  mistake  to  make  sucli  broad 
cuts  without  more  profound  weighing  of  the  policy  cinostions  that 
would  arise,  but  I  have  to  admit  that  the  higher  education  community 
is  somewhat  late  in  raising  this  question  coherently  and  forcibly* 

Two  things  became  apparent  as  soon  as  we  began  to  examine  the 
Federal  role. 

Fii'st,  given  the  history  to  which  I  referred,  it  is  literally  impossible 
for  all  the  Federal  Govermnent  to  have  no  impact  at  all  on  the  future 
of  graduate  education.  Whether  the  Govenunent  provides  funds  at  a 
high  level  or  at  a  low  level  or  at  no  level,  graduate  education  will  be 
affected. 

Thus,  it  is  acutely  impoi^tant  for  Federal  policymakers  to  have  a 
clear  view  of  tl)e  present  and  future  nature  of  the  enterprise,  of  its 
place  in  the  general  structure  of  higher  education,  and  its  relationship 
to  the  imi)ortant  interests  of  the  Nation. 

Without  context  policy  is  bound  to  be  blind  in  education  as  in  other 
fields, 

Second,  despite  the  reasonable  assumption  that  the  total  number  of 
ijradtmte  students  is  adequate  to  meet  current  national  needs  there  are 
nnportant  Federal  cpncenis  not  necessarily  addressed  by  numbers 
alone. 

Despite  the  waxing  and  waning  of  Federal  interest  in  msearch  there 
has  been  a  steady  gi^bwtli  of  new  fields  of  knowledge  that  are  cleai^ly 
of  importance  to  the  Nation,  and  computer  science,  biochemistt^v, 
astroimysics^i  are  examples  of  disciplines  developed  into  fields  of  ob- 
vious national  import  in  the  postwar  period. 

^riiere  are  new  fields  emerging  which  in  all  probability  will  turn  out 
to  be  of  equal  importance*  such  as  the  study  of  health  care  delivery. 

S04  w^e  ai*e  concerned  tljat  graduate  univei'sitie^s  l)e  flexible  enoujofh 
and  healthy  enough  to  create  new  knowledge  and  to  meet  new  train- 
ing demands  which  the  developments  of  these  new  fields  create.  This 
is  very  difficult  to  do  without  a  steady  level  of  support. 

Our  traditional  method  of  handling  both  graduate  education  and 
research  has  hm  to  provide  a  burst  of  support  in  reaction  to  a  na- 
tional crisis— to  the  cold  war,  to  the  health  crises,  to  sputnik,  to  the 
environmental  crisis— and  we  are  reacting  iti  the  same  way  to  the 
energy  crisis  today. 

Btit^new  fields  do  not  spHng  full-blown  from  the  ground.  At  their 
inception,  computer.«cience  progi»ams  were  staffed  by  mathematicians 
and  electrical  enf?ineers  from  existing  tmiversity  programs  working  at 
the  shared  frontier  of  knowledge  of  their  field  which  led  into  computer 
sciences. 

It  takes  time  and  rational  planning  to  develop  a  discipline,  and  it 
makes  little  sense  to  tailor  a  discipline  to  a  specific  crisis  and  then  let 
it  lapse  the  moment  the  crisis  seems  to  diminish. 

llesides*  crises  seldom  go  away  { they  are  simply  pushed  off  the  front 
page.  It  is  not  clear  what  the  next  crisis  will  be  although  there  are 
plenty  of  candidates  waiting  in  the  wings. 

The  only  thing  we  can  be  reasonably  sure  of  Is  there  will  be  one 
and  another  one  and  another  one. 
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I  want  to  cite  an  interesting  example  at  Stanford  of  jnst  snch  afi 
experience  in  one  of  our  engineering  departments,  I  happened  to  visit 
this  lab  recently  and  it  is  a  fascinating  place. 

For  over  a  decade,  Professor  Robert  Eustis  doggedly  pursued  a 
woi'kable  process  of  niagnetohydrodynamics— a  process  for  generating 
electricity  by  ionizing  gas  at  high  temperature,  eliminating  the  neea 
for  the  conventional  boilers  and  turbines  when  utilizing  fossil  fuels 
and  offering  the  promise  of  substantially  greater  eiftciency* 

Untii  recently,  over  the  whole  of  the  United  States,  only  about  10 
researchers  were  at  work  on  the  problem  and  funds  were  quite  scarce. 
In  this  year  alone,  Professor  Eustis'  funds  have  been  doubled,  and  the 
total  spent  on  academic  research  in  the  field  has  also  doubled  to  a  level 
of  $7.5  million,  which  is  a  tiny  fraction  of  what  will  be  needed  if  this 
fieldis  to  be  made  fully  useful  to  the  country. 

The  demand  for  more  efficient  means  of  using  fossil  fuels  is  cer^ 
tainly  not  neWj  it  is  only  the  {lublic  awareness  of  the  problem  and  the 
relevance  of  this  research  that  is  new. 

As  a  means  of  countering  this  spasmodic  approach  to  policymaking, 
I  believe  it  is  in  the  Federal  interest  to  estabfish  two  broad  criteria  for 
the  support  of  graduate  education  and  research  t  The  steady  ongomg 
need  for  roseavcli  knowledge  and  skilled  graduates;  and  the  need  for 
highest  attainable  quality  in  every  field. 

Wit  h  regard  to  students,  the  Federal  Government  should  recognize 
that  while  the  graduate  student  body  may  remain  relatively  stable  in 
absolute  numbers,  there  will  be  shifts  in  numbers  among  fields. 

It  is  important  to  maintain  a  steady  stream  of  the  highest  skills  to 
all  criticalfields.  But  it  is  also  impoitant  to  provide  encouragement  to 
new  fields^  independent  of  whatever  crises  may  arise  and  independent 
also  of  then*  immediate  practical  application. 

Non-Euclidean  geometry  began  as  a  purely  theoretical  pursuit— and 
nobody  thought  of  it  as  an  answer  to  a  national  crisis—and  served  as 
the  basis  for  Einstein's  theory  of  relativity  and  thus  for  all  of  atomic 
and  space  research.  The  split  between  pure  and  practical  disciplines  is 
a  false  dichotomy  or  mirage, 

We  think  our  concern  should  now  be  to  develop  excellence  in  existing 
progi'ams  and  particularly  to  maintain  and  enhance  excellence  where 
It  already  exists;  a  vast  general  expansion  obviously  is  not  in  the 
national  interest. 

<  It  may  even  be  there  is  a  state  of  overdiffusion.  We  may  need  to  take 
some  measure  of  concentration. 

Some  of  the  strongest  graduate  schools  have  been  hardest  hit  by  the 
cutbacks  to  which  I  referred. 

Tn  view  of  these  considerations  I  would  like  to  present  four  general 
recommendations  before  we  move  into  specifics  for  Federal  policy  for 
graduate  education. 

Fii*st  is  support  of  new  fields  in  the  early  states  of  their  development. 
We  should  not  be  bound  to  the  traditional  and  proven  disciplines.  We 
should  recognise  that  new  fields  evolve  from  very  small  beginnings  and 
usually  are  in  need  of  support  in  their  formative  period. 

Computer  sciences  and  mochemistry,  as  examples,  began  modestly 
with  research  in  long-established  disciplines  and  then  gradually 
worked  their  way  to  the  point  where  they  transcended  the  bounds  of 
those  Icarningful  disoiphneSi 
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Furthermore,  the  support  of  developing  fields  as  1  indicated  should 
not  be  dependent  upon  their  promise  of  immediate  usefulness,  loo 
much  emphasis  on  practicality  turns  out  to  be  a  shortsighted  approach 
damaging  to  our  research  progress  and  graduate  traming  m  the  long 

''*The  second  consideration,  that  of  facilitating  the  gradual  transition 
of  doctoral  employment  of  Ph.  D.'s,  from  concentration  on  academic 
research  to  a  wider  spectrum  of  roles  throughout  society. 

Two  things  seem  clear  here,  first,  that  there  is  an  important  national 
interest  in  insuring  adequate  supply  of  highly  trained  manpower  und, 
secondly,  social  pdicy  designed  to  insure  that  supply  must  necessarily 
be  based  on  some  kind  of  labor  market  projections  because  oi  the  lead- 
time  needed..  „  ,4    ,  i.'  1  1 

But  attempting  to  control  access  to  fields  by  differential  support 
levels  througn  manpower  planning  that  is  too  closely  coupled  to  the 
needs  one  perceives  at  the  moment  does  not  work.  ^  , 

The  uncertainty  of  predictions  made  on  that  basis  are  all  too  obvious 
in  our  recurrent  cycles  of  over  and  under  supply. 

So,  what  we  are  looking  for  here  is  a  stable  capacity  based  on  real 
needs  and  not  tog  sensitive  to  changes  ii^,  momentary  perceptions  of 

"*The  third  consideration  is  the  desirability  of  multiplicity  of  support 

*^FiSm*the  Federal  perspective  we  can  well  understand  it  is  tempting 
to  think  in  terms  of  reducing  the  number  and  divemty  of  agencies 
supporting  graduate  education  and  research  and  yet  that  same  plural- 
ism provrdes  an  essential  flexibility  and  diversity  m  the  whole 
enterprise.  '       ,  .   ,       *  » 

In  any  one  agency  there  teftds  to  be  a  relatively  fixed  sensa  pf.priori- 
ties  and  contact  with  a  given  set  of  researchers.  I  believe  that  a  mono- 
lithic single  fund  granting  agency  could  not  be  expected  to  react  with 
adequate  speed  and  expertise  to  new  trends  in  specialized  education 
fields,  those  same  new  trends  that  may  lead  to  creation  of  v6ry  few 

The  fourth  and  final  consideration  is  the  consideration  of  thespecial 
needs  of  the  disadvantaged.  «  ^  \     ,  ix       \    u  ^ 

Since  the  late  1960's  a  great  deal  of  effort  and  attention  has  beeh 
focused  upon  the  historical  disadvantage  in  higher  education  suffered 
by  many  lower  class  whites,  women,  and  members  of  ethme  minority 

^^S^fuU  extension  to  these  groups  of  opportunity  for  traininjg  at  th6 
graduate  level  has  not  been  achieved.  Blacks  constitute  nationwide 
about  9  percent  of  the  undergraduate  population. 

Yet  at  the  graduate  level  they  account  for  less  than  half  that  pro- 
portion  of  the  student  body.  Indicative  of  this  situation,  three  black 
engineering  students  at  Stanford  passed  their  Ph.  D.  qualifying  exams 
th^  January— the  first  American  blacks  to  do  so  in  Stanford's  history. 
This  does  not  mean  that  they  are  singularly  backward. 

A  couple  of  years  ago  we  gave  six  masters  degrees  to  blacks  and  that 
was  one-seventh  of  the  national  total  of  masters  degrees  granted  to 
blacks  in  that  year,  1971. 
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In  contrast  to  nnderj/iradntitc  edncation,  |?rttdimto  admissions  are 
highly  decentraliml  by  school  departinfjnt,  or  prognun  within  the 
«myei*sityi 

Xev«rthele«H,  it  is  possible  to  consti-nct  finan<Mal  aid  programs  in 
snch  a  way  as  to  give  departments  strong  incentives  to  recruit  outside 
their  usual  patterns,  and  thereby  bioaden  their  applicant  pools. 

tt  is  essential  that  Federal  policy  reinforce  such  efforts  if  minorities 
and  women  are  to  have  the  opportunity  available  to  others  to  develop 
their  talents  to  the  fullest  extent 

The  benefits  that  we  are  a  country  seek  from  genuinely  ecpial  access 
to  undergradimte  education  cannot  be  achieved  unless  far  larger  num* 
bcrs  of  minorities  and  women  become  trained  professionals,  gain 
leadershij)  positions  in  business  and  government,  and  earn  faculty 
positions  in  colleges  and  univeisities.  That  will  not  happen  until  the 
graduate  schools  enroll  sufficient  numljers  of  minority  and  women 
candidatesi 

Thank  you,  Chairman. 

(Balance  of  statement  follows:] 

There  are,  of  eourse,  differences  among  thoHe  concerned  with  graduate  educa- 
tion—illfferences  In  priorities,  differences  over  particular  programs,  But  on  the 
central  issues  there  Is  strong  agreement  about,  wliat  would  constitute  a  useful 
revision  of  the  Federal  programs  which  you  are  considering.  We  heUeVe  it  should 
include  eight  ttoints : 

1.  A  prngmm  of  met'lt^ha^ed  copnpeUttve  mthnat  f^tlowMpH^  Such  a  program 
Wotdd  guarantee  that  the  best  students  are  able  to  pursue  graduate  studies  on  the 
basts  of  academic  merit  alone.  The  grants  should  be  completel.v  portable  among 
Institutions  and  fields.  The  National  Board  Report  recommends  2,000  new  »tart» 
a  .vear  1 1  would  prefer  a  number  closer  to  6,000,  a  figure  attll  subHtanttalljr  below 
the  Ievel8  of  a  few  years  ago  and  equal  to  only  about  3  percent  of  graduates 
enroUtng  for  the  first  tlmei 

2.  Proffram  of  npedat  fetlowihipB  in  minln  fleMs  of  Mgh  mtUmt  prIoHty. 
These  programs  would  provide  an  incentive  to  tnitverslttes  to  develop  new  grad- 
uate  fields  where,  for  example,  there  ts  a  clear  imtlonal  shortage  of  trained 
manpower.  It  would  Also  be  an  effective  way  of  encouraging  students  to  enter 
fields  where  the  neciSf  for  trained  manpower  is  greatest.  Such  programs  would 
logically  he  sponsored  by  many  Federal  agencies,  each  In  its  own  field  of  concern, 
as  htm  been  true  in  the  past. 

8.  aompmtm  ffra/nts  nmmpmvtnff  eatih  of  the  tm  tm^  of  fetlomMp^  noted 
i»bot)e?,  which  would  go  to  institutions  as  incentives  to  enroll  students  holding 
fellowshtpS'-«and  as  muchmeeded  support  for  the  programs  those  students  would 
be  entering.  These  grants  should  provide  something  on  the  order  of  $2,500  per 
fellowship  holder  enrolled,  over  and  above  tulttoni 

4.  A  proornm  of  tmMm  mn^h  for  hWh^prlorttv  arm  of  mHoital  mwem 
mm  something  m/^te  than  fettoii^tihtp  Mippf>H  in  requited.  Training  grants 
Would  provide  funds  to  institutions  for  operating  costs^  erptlpment,  faculty  and 
staff  salaries,  and  support  of  graduate  researchers. 

5.  AnemM^on  of  m  Coiteffe  Work-Stiulif  program  with  a  consci(ms  effort 
to  include  support  for  more  gt»aduate  students.  Few  people.  In  Washington  or  In 
m  universities,  recognise  the  potential  of  this  program  at  the  graduate  level* 
This  point  Is  especially  Important  when  taken  In  conjunction  with  my  next  one* 

Q^  MamteHanee  and  eis^pmslon  of  PedercUty  mhntdkcd  Inn  proffrani6i  hut  with 
cauUon.  Considerable  proeedural  difllculties  are  associated  with  administering 
loan  programs,  but  the  social  dlflJculties  of  too  great  a  reliance  on  loans  are 
even  more  slgnifldant.  More  students  are  entering  gt^adnate  sehool  nowadays 
with  sisseable  loans*  and  more  emphasis  ts  being  placed  on  borrowing  for  sup* 
port  while  in  graduate  school.  There  are  grave  disadvantages  in  having  a  signify 
leant  uutnber  of  graduates  with  large  debts.  That  state  of  affairs  runs  counter  to 
avowed  Federal  twHcy  to  allow  all  to  start  the  race  of  life  equal,  and  wUl  surely 
cause  considerable  and  enduring  resentment.  There  Is  also  the  Implication  to 
students  that  deferring  costs  generally  is  the  best  way  to  go  through  life.  I'm 
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old  fttshloiHkl  enough  to  think  that  that  la  a  itad  thing.  Loans  should  be  avail- 
ab  e  bTaSld  not  bo  viewed  m  a  i»i'huary  menus  »>£  «naueiug  an  education. 
T  t&S  of  proposals  to  emnd  the  BOO  md  SEop  programa  to  inolnf 
pmUtSe  itZmtl.  The  concept  of  universal  entttlenieut  Is  relevant  rather  to 
undergraduate  education,  where  universal  access  has  been  a  social  goal, 

i  aSS  effort  to  e»han*>6  the  opportmity  for  aooess  to  oradmte  aohooh 
for  the  eAuoationallv  dimdvantagcd  Considerable  study  has  gtme  toward  gen- 
erat  I  S  a  orowosal  for  a  Federal  program  to  allevUite  this  complicated  proWen  . 
Structuring  such  a  program  for  the  disadvantaged  at  the  graduate  level  is  much 
Se  difficult  than  at  the  undergraduate  level  because  of  inherent  differences. 
Howevera  consensus  is  forming  that,  to  be  effective,  a^  special  program  for  the 
disadvantaged  must  be  developed,  providing  competitive  grants  to  graduate 
nnlversltles  that  not  only  allows  them  to  make  fellowship  awards  but  to  under- 
take program  development,  recruiting,  and  related  activities.  . 

In  summary,  there  Is  a  need  for  a  thoughtful,  ratlona  Federal  policy  to- 
ward  graduate  education.  The  present  trend  toward  eliminating  one  Federa 
program  after  another  in  this  area  is.  In  fact,  a  policy,  even  if  it  Is  not  a  very 
carefully  considered  one.  All  too  often,  Federal  programs  ride  up  or  down  on  the 
Waves  of  one  national  crisis  after  another.  ■.  ^  . ,  , 

What  is  needed  Is  a  policy  that  recognizes  the  exlstcfnce  of  Imijortant  lederal 
Interest  In  graduate  education  beyond  the  assurance  of  an  adequate  total  numner 
of  trained  people.  These  Include—  ...       ....^1^1.^1.  ^ 

A  determined  and  constant  effort  to  raise  the  quality  of  both  students  and 
educational  programs  In  every  Held}  .     ^  ^  „j..„. 

A  recognition  of  the  long  time  constants  In  both  research  and  graduate 
training,  which  In  turn  requires  anticipation  of  what  areas  of  knowledge 
and  skllte  will  be  needed  to  meet  problems  not  yet  broadly  recognized  by 
the  American  public  5  and  .       .  ^  ^       *  „ 

A  new  sense  of  concern  about  the  need  for  the  opportunity  for  access 
to  graduate  education  for  those  of  educationally  disadvantaged  backgrounds. 

Dr.  Kim,  Uv.  Clinirnum.  with  that  bnck^jt  otmd,  we  might  pVoceed 
to  the  terms  of  n  tintioiml  program  for  trrndnnte  eduentioii  and  then 
5!cro  in  on  the  Ednciition  Amendhients  of  1972  nfid  some  propos»il.««  wo 
would  like  to  make  with  respect  to  nmendinetit  of  that  title  rtnd  also 
of  the  college-bnsed  pi*oj*rams. 

Ml'.  O'Hara.  Please  do. 

STATBHElfT  OF  BE.  BAVIB  BRfi!l£MAK 

Dr.  Bkknkmak.  Thank  you,  Mr.  Ohairman.  t  am  David  Breneman. 
staff  director  of  the  National  Hoard  on  Graduate  Education.  ^ 

Mv  statement  is  prepared  on  Iwhalf  of  David  D.  Heni'y.  Chairman, 
and  'the  members  of  tlie  National  Roard  on  Graduate  Kdiication.  ^ 
iidividuals  are  identified  on  pttg( 
entitled  "Federal  Policy  Aiternu 
L'opies  of  which  have  been  provi 
committee.  ,     .  ^«m^ 

Tlie  National  Boai'd  on  Graduate  Education  was  established  m  1971 
bv  the  Conference  Board  of  Associated  Research  Councils,  to  proyide 
a'  mechatiism  for  a  thorough  review  of  grivduatc  education  111  the 
United  States.  ,   .     .  ,  ,    .  ... 

A  maior  board  effort  during  the  last  year  has  been  ft  systematic  re- 
thinking of  the  relationship  of  the  Federal  Government  to  graduate 
education,  with  special  emphasis  on  the  changing  cii-eumstances  from 
thel960'st.othel970's.  .    ,  , 

The  report  mentioned  above  contains  the  board's  analysis  and  con- 
clusions on  this  subject,  and  I  will  summawjje  briefly  the  recommenda- 
tions reached  on  graduate  student  financial  support  which  is  only  one 
part  of  the  total  report. 
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I  should  not-c  that  the  board's  report  surveyed  the  total  spectrum 
of  Federal  support  for  graduate  education,  and  thus  my  summaiy  \vill 

. nlS»°^y°"^  legislation  contained  in  the  Education  Amendments 
of  1072.  - 

Chapter  IV  of  the  report,  as  the  Chairman  previously  noted,  is 
devoted  exclusively  to  the  topic  of  graduate  student  support. 

A  basic  assumption  underlying  our  analysis  is  the  belief  that  the 
beneftts  ot  graduate  education  are  both  private  and  social,  accruing  to 
the  individual  student  and  to  the  State,  region,  and  Nation. 

Ihis  argues  for  phu-alistic  sources  of  students  finance,  with  fellow- 
ship, traineeships,  teaching  and  i-esoarch  assistantships,  loans,  family 
resources  and  subsidized  tuition  all  playing  a  part. 

For  th^  1970's,  the  board  endorses  the  following  principles  for  grad- 
uate student  support.  (Suppoi-ting  arguments  and  analysis  are  con- 
tained m  chapter  IV  of  the  report  which  I  won't  repeat.) 

1.  Ihree  specific  forms  of  fellowship-traineeship  support  are  anuro. 
prmt«  to  the  foreseeable  needs  of  the  1970's.  " 

a.  Merit  Fellowships.  A  limited  number  of  portable  fellowships, 
awarded  in  national  competition  on  the  basis  of  academic  merit,  to  be 
used  for  doctoral  study  m  any  academic  discipline.  The  board  recom- 
mends that  the  National  Science  Foundation  and  the  National  Endow- 
ment for  the  Humanities  award  2,000  new  merit  fellowships  each  year, 
with  an  average  annual  stipend  of  $3,600  and  a  $4,500  cpst-of-education 
allowance  m  heu  of  tuition.  7 

b.  Specialized  manpower  and  research  programs.  The  board  rec- 
ommends that  the  mission-oriented  Federal  agencies  award  competi- 
tive research  and  training  grants  to  universities  to  support  research 
and  graduate  students  in  areas  of  high  national  concern,  including 
such  problem  areas  as  energy  supply  and  distribution,  health  care  de- 
livery, and  mass  transportation.  The  primary  purpose  of  these  6-year 
grants  would  be  to  speed  up  the  movement  of  graduate  students, 
faculty  and  university  resources  into  itesearch  areas  of  current  social 


concern. 


Under  this  headmgj  I  might  add  the  board  endorses  last  December's 
cong;ressional  action  in  appropriating  funds  for  fiscal  year  1974  to  i 
continue  the  National  Institutes  of  Health/National  Institute  of  Men-f 
tal  Health  training  grant  programs. 

c.  A  program  for  minority/disadvantageds^^^^ 
bers  of  minority/disadvantaged  individuals  educated  to  the  Ph.  D. 
level  mdicaj^  a  need  for  a  special  Federal  program  to  increase  the 
number  of  sitch  individuals  who  successfully  enter  and  complete  grad- 
uate school.  The  National  Board  on  Graduate  Education  is  currently 
preparing  a  report  on  this  subject,  and  I  will  return  to  this  briefly  at 
thedoseof  myremfttks. 

2.  At  this  time,  Federal  fellowships  specifically  for  the  purpose  of 
stimulating  additional  students  to  prepare  for  academic  careers  are 
not  recimred.  Therefore,  the  board  does  not  recommend  the  continua- 
tion of  Federal  programs  begun  in  the  1960's  and  early  1960'8  that 
were  designed  primarily  to  increase  the  supply  of  college  teachers. 

3.  A  national  program  of  grants  for  graduate  students  based  on 
financial  need  and  modeled  on  the  undergraduate  basic  opportunity 
grant  is  not  endorsed,  for  both  philosophical  and  practical  reasons. 
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4.  Teaching  assistantships,  financed  with  State  and  institutional 
funds,  and  research  assistantships,  financed  largely  by  Federal  research 
grants,  are  assumed,  to  be  important  continuing  source  of  graduate 

student  support.  ,      .   .„  ^  .  <  „ 

6.  Loans  should  continue  to  be,  a  significant  component  of  a  total 
plan  for  graduate  student  support,  but  there  are  definite  limits  to  the 
utility  of  loans.  In  individual  cases,  loans  should  not  be  so  large  that 
higlily  capable  students  are  discouraged,  from  undertaking  graduate 

work  •  •  1 

Moreover,  several  technical  problems  in  the  terms,  conditions,  and 
tidttiinistration  of  existing  loan  programs  piweut  their  expansion 
much  beyond  current  level.  These  technical  problems  are  spelled  out  in 
some  detail  in  chapter  IV  of  the  board's  report.  . 

These  problems  are  sufficiently  difficult  that  substantial  analysis  and 
debate  will  be  required' to  resolve  them,  which,  suggests  that  for  the 
immediate  future,  loans  cannot  be  expected  to  take  up  all  of  the  slack 
caused  by  the  reduction  of  other  support  programs.        .  . 

6.  The  Education  Amendments  of  1972  should  be  amended  to  in- 
crease the  individual  loan  limit  fi'om  $10,000  to  $15,000,  and  to  extend 
the  repayment  period  f  rom^  10  to  20  years. 

>PUn  aUnva  rtanavn]  nrinninles  for  ffradv 


With  respect  to  the  special  program  for  minority/disadyantaged 
students,'  however,  the  tf.S.  Office  of  Education  would  certainly  ^lay 
ft  key  role.  I  will  return  to  this  topic  at  a  later  point  in  the  hearings. 

Thank  you.  ■     ,  , ,    i      .  i  « 

Dr.  Kmi).  Mr.  Chaiman,  that  lays  the  gehJjral  backgrolihd  for  sup-, 
port  for  the  changes  that  have  octjul-red  and  a  general  pei-spective  for 
the  total  Government  support  of  graduate  education  and  graduate 

students.  ■  .        .      , , ,.,  X  i  1  i. 

With  the  permission  of  the  committee,  we  would  like  to  turn  now  to 
the  Education  Amendments  of  1072  insofar  as  they  relate  to  the  sup- 
port of  graduate  students.  ';    '       .  ... 

On  page  7  of  my  prepared  statement  I  have  some  suggestions  with 
respect  to  the  changes.  To  recall  to  the  committee  the  substance  of  the 
gratluate  education  part  of  the  act,  it  is  literally  part  (i)  of  title  I 
and  it  is  one  of  the  tftle  IX's  in  the  act.  It  has  parts  (a),  (b),  (c),  and 

^%'&vt  (a)  of  this  title  provides  for  general  support  of  education  and 
parts  (b)  and  (c)  and  (d)  contain  separate  fellowship  programs.  Part 
(b)  has  quite  general  fellowship  programs  arid  (c)  has  fellowships 
for  the  public  service.  Part  (d)  has  two  subcomponents,  one  for  fellow- 
ships in  the  areas  of  conservation,  mining,  energy,  and  so  on,  and  a 
program  for  the  disadvantaged.^  '  i 

So  that  is  the  bare  bones  of  the  fellowship  support  program  under 
the  Education  Amendments  of  1&72.  ^     ^     ;  .  ^ 

We  have  some  suggestions  with  respect  to  amendments  of  those.  I 
would  like  to  ask  Dr.Tage  to  talk  about  part  (a),  the  general  support 
provision  and  related  matters. 
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STATEMENT  OF  DR.  BOITB  PAOE 

Dr.  Page.  Thank  you. 

XI  ^^^'^.^P'X*^  ^'^Se,  president  of  the  Council  of  Graduate  Schools  in 
the  United  States. 

The  816  institutions  holding  membership  in  the  Council  collectively 
awnrtj  over  !)8  pt-rcent  of  the,  tloctorutes  and  85  percent  of  the  masters 
awarded  annually  in  the  United  States. 

As  yon  can  see,  our  membership  ranges  widely  over  all  types  of 
gruduate  institutions. 

Our  members  take  their  responsibility  very  seriously  and  are  deeply 
concerned  about  the  future  welfare  of  graduate  education. 

I  have  chosen  to  concentrate  my  few  remarks  on  two  areas  related 
prinmrily  to  the  ^need  for  additional  fellowship  support  and  the  need 
for  bm  t-in  flexibility,  beyond  that  now  existing  in  title  IX  and  in 
part  (a). 

First,  if  I  may,  I  would  like  to  pre-sent  just  a  few  statistics.  These 
have  appeared  in  a  vei-y  illuminating  survey.  Careers  and  Curriculum, 
just  inibhshed  by  the  Educational  Testing  Service. 

llus  is  a  followup  1  year  later  of  a  very  extensive  survey  of  21,000 
•college  seniors  trying  to  find  out  what  their  interests  and  professional 
objectives  were.  In  this  study  they  focused  in  on  the  8,000  seniors  who 
did  indicate  that  they  had  definite  plans  to  go  into  professional  grad- 

Approximately  73  percent  of  those  who  had  indicated  an  intention 
to  go  into  graduate  study  were  in  fact  enrolled.  Of  those  who  did  not 
enroll,  20  percent  of  the  men  gave  as  the  reason  that  they  could  not 
nttora  it. 

The  corrrosponding  figure  for  women  was  29  percent;  for  blacks 
It  was  31  percent.  Contrast  these  figures  with  the  indication  that  only 
2.6  percent  of  the  blacks  and  2.4  percent  of  the  women  said  inability 
to  gam  arimission  to  the  scihool  of  their  choice  was  the  reason  for 
iionattendance. 

Another  brief  set  of  statjstics  bears  on  this  point.  There  is  evidence 
that  blacks  are  moving  in  increasing  numbers  from  high  schools  into 
universities,  that  they  have  higher  aspirations  for  advanced  educa- 
tion  work  tjian  do  the  whites,  and  yet  we  still  see  that  with  all  of  the 
programs  that  have  been  mounted  there  are  difficulties  before  them. 

Thirty-eight  percent  of  the  white  students  who  arc  now  enrolled  in 
grntiuate  school  m  the  survey  have  had  to  borrow  money  to  finance 
education  in  the  first  year  as  compared  to  67  percent  of  blacks.  Thirty- 

j  percent  of  the  blacks  had  borrowed  up  to  $2,000  in  the  first  year 
and  16  percent  had  had  to  borrow  more.  * 

Furtjiermoro.  56  percent  of  the  whites  said  thev  owed  nothing,  but 
only  20  percent  of  the  blacks  were  able  to  make  that  same  statement. 

I  cited  these  figures  not  to  show  that  blacks  remain  at  a  disadvan- 
ta^fe,  although  they  clearly  do,  but  to  emphasijie  that  present  avail- 
ability of  funds  falls  short  of  what  would  be  needed  to  prevent  social 
loss  tlirough  loss  of  high  potential  individuals  for  advance  training 
am  to  prevent  a  sense  of  frustration  and  despair  for  those  who  caLverl  v 
seekophortunitv  to  prepare  themselves  for  careers  of  service. 

ilie  deans  of  our  inember  institutions  in  many  cases  are  ncutelv 
aware  of  these  personal  and  social  problems.  ' 


I  wanted  to  make  clear  to  the  committee  we  have  no  c[uarrel  with 
bmdened  access  to  imdergraduate  education,  but  I  submit  that  what 
now  seems  called  lor  is  extension  of  this  laudable  goal  to  graduate 
study  only  to  the  extent  required  to  make  sure  that  the  few  most  highly 
qualified  and  motivated  individuals  who  have  been  able  to  make  their 
waysthrough  their  undergraduate  career  with  hopes  of  continuing 
into  professional  and  graduate  school  will  not  find  their  progress 
blocked  through  unavailability  of  funds. 

The  figures  I  have  cited  above  do,  I  think,  show  we  still  fall  far 
short  of  this  goal. 

I  submit  that  the  numbers  of  such  students  needing  assistance  in 
comparison  to  the  numbers  of  undergraduates  needing  assistance  is 
not  large.  Augmentation  of  existing  loon  funds  in  work-study  oppor- 
tunities, as  my  colleagues  will  emphasize,  even  in  moderate  amounts 
could  go  far  m  relieving  these  obvious  inequities. 

We  suggest  that  especially  targeted  funds  might  be  required.  These 
should  be  based  only  on  merit  and  need,  and  we  wish  to  emphasize 
again  that  these  could  go  far  toward  accomplishing  what  is  certainly 
to  be  desired. 

We  submit  that  under  the  broad  mandates  of  title  IX  no  new  legis- 
lation, only  minor  amendment  or  revision  of  existing  legislation,  would 
be  required. 

The  graduate  community  would,  I  tim  sure,  Mr.  Chairman,  be 
pleased  to  provide  suggestions  relating  to  proposed  amendments  or 
revisions. ,. ,  > 

The  otliSr  area  which  specifically  is  covei-ed  in  part  (a)  to  which 
I  wish  to  address  attention  of  the  committee  relates  to  institutional 
capabilities  and  availability  of  programs. 

Graduate  education  is  clearly  in  a  rapidly  shifting,  transitional 
phase.  New  procedures  need  to  be  developed,  new  populations  need 
to  be  served  and  additional  specializations  provided. 

Students  seeking  entry  into  our  graduate  schools  increasingly  see 
themselves  in  future  roles  different  than  their  predecessors*  In  many 
cases  they  are  not  able  to  devote  full  time  in  unbroken  sequence  to 
their  period  of  graduate  study.  In  other  situations  they  desire  to 
intermix  periods  of  concentrated  study  with  periods  of  work,  as  they 
put  it,  in  the  real  world. 

Traditional  pattei-ns  of  study  and  research  are  not  easily  converted 
to  accommodate  such  students.  Provision  of  student  aid  usually  does 
not  provide  for  discontinuities.  New  arrangements  need  to  be  devised. 

These  new  directions  are  being  widely  recognized.  In  many  faculties 
there  are  individuals  holding  visions  of  future  needs  and  patterns  of 
service  quite  different  from  what  is  now  accepted  as  the  norm.  But 
in  times  of  tight  budgets,  necessary  funds  for  curriculum  building, 
for  experimentation  and  for  innovation  simply  are  not  available. 

We  are  not  advocating  abandoning  strong  graduate  programs  or 
lowering  standards.  It  would  be  anticipated  at  the  outset  a  few  in- 
stitutions would  be  qualified,  interested,  and  eager  to  do  exploratory 
work  in  developing  new  patterns  or  new  delivery  systems  for  graduate 
study  and  for  the  development  of  new  specializations  which  would  be 
more  responsive  to  the  needs  of  the  society. 

A  panel  on  Alternate  Approaches  to  Graduate  Education,  with 
which  I  was  fortunate  to  be  associated,  leaked  in  depth  into  what 
students  are  beginning  to  seek  and  into  what  lijsw  puttems  of  study  and 
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research  need  to  be  established  to  augment  our  present  offerings  and 
what  society  can  reasonably  expect  from  univei-sities  in  the  years 
ahead. 

Copies  of  the  report  of  this  panel  Scholarship  for  Society,  have  been 
made  available  for  the  use  of  the  committee  and  I  will  not  go  into  any 
more  details. 

As  I  suggested,  there  is  much  discussion  mid  some  experimentation  is 
already  underway. 

Limited  exploratory  work  can  be  undertaken  utilizing  institutional 
resources,  but  additional  funding,  in  the  nature  of  seed  money,  will  be 
required  if  institutions  are  to  move  on  a  solid  basis  toward  enrichment 
of  graduate  offerings  with  future  oriented  projgrams. 

It  is  here,  Mr.  Chairman,  that  section  A  of  title  IX  could,  with  very 
little  redirection,  serve  as  a  catalyst,  to  provide  needed  support  for 
selected  studies,  for  experimentation  and  innovation,  and  for  pattern 
setting  which  could  be  of  significance  to  the  entire  graduate  com- 
munity. 

Title  IX  calls  for  funds  to  be  granted  to  institutions  to  "*  *  * 
strengthen,  improve  and  where  necessary  expand  *  *  *"  graduate  edu- 
cation and  for  improvement  of  quality. 

It  would  provide  for  expansion— we  would  not  anticipate  that  gross 
expansion  of  our  total  capability  is  called  for,  rather  selective  expan- 
sion in  needed  new  fields.  Very  little,  if  any,  revision  of  this  section 
would  be  necessai'y  but  the  need  for  funding  even  under  the  existing 
authorization  is  great. 

Provisions  for  fellowships  along  with  grants  to  institutions  need  to 
be  anticipated.  In  the  other  parts  of  the  legislation  where  student  as- 
sistance IS  provided,  attention  needs  to  be  directed  toward  building 
into  the  programs  flexibility  so  that  those  students  whose  study  pattern 
is  not  continuous  would  not  be  disadvantaged. 

In  summaiy,  Mr.  Chairman,  we  do  not  see  need  for  extensive  new 
legislation  to  accomplish  what  most  urgently  needs  to  be  accomplished. 

Enactment  of  title  IX  of  the  Higher  Education  Amendments  of  1972 
did  signal  recognition  by  the  Congress  of  the  necessity  for  strength- 
ening and  improving  graduate  education.  We  do  believe  that  some 
clianges  in  emph?.8is  and  in  direction  could  strengthen  this  title  in  di- 
rections responsive  to  rapidly  changing  social  pressures. 

We  stand  ready  to  be  of  what  assistance  we  can  in  helping  to  formu- 
late the  necessary  amendments  to  the  excellent  legislation  whicli  al- 
ready has  been  provided. 

Thank  you,  Mr.  Chairman.  ,   ,  , 

Dr.  Kiw>.  Mr.  Chairman,  could  I  proceed  to  parts  (b),  (c),  and 

Mr.  O^Haka.  Please  do.  , 

Dr.  Kinn.  We  have  two  essential  recommendations  with  respect  to 
amtendment  of  those  parts.  ^.  4. 

The  first  recommendation  is  that  the  four  separate  fellowship  pro- 
grtims  that  are  now  authorized  be  consolidated  into  a  single  program 
with  subparts.  The  existing  provisions  create,  in  our  opinion,  an  overly 
specialized  program  which  is  not  responsive  to  changes  in  the  future. 

In  addition,  we  would  recommend  that  the  specific  fellowship  pro- 
gram authorized  but  never  funded  in  pait  (d)  for  mining  conserva- 
tion and  energy  be  transferred  to  the  National  Science  Foundation. 
The  NSF  has  the  mandate  to  train  people  for  energy  and  has  closely 
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related  programs.  This  specific  program  which,  as  I  said,  has  never 
been  fimdeo,  in  our  opinion,  would  oe  more  productive  and  useful  if 
in  context  of  the  National  Science  Foundation  programs. 

The  second  recommendation  for  amendment  of  these  parts  relates 
to  terms  and  conditions  for  fellowship  programs.  Each  of  these  several 
programs  has  a  separate  set  of  terms  and  conditions. 

The  provisions  relating  to  stipends,  for  example,  for  cosil  of  educa- 
tion altowances,  and  for  travel  allowances  differ  in  ramor  ways  and 
as  far  as  one  can  see  there  is  no  particular  rationale  for  the  mmor 
differences  which  exist.  '      .  .  ' 

We  think  that  a  single  set  of  terms  and  conditions  could  be  writ- 
ten for  the  total  program  and  for  the  consequent  simplification  of  the 
structure  and  reduction  of  administrative  complexity. 

I  must  say  that  while  these  amendments  would  m  helpful,  the 
critical  problem  at  the  moment  in  these  programs  relates  to  funding 
levels  and  not  to  the  terms  of  the  legislation.  However,  the  terms  of 
the  law  can  be  simplified,  cleaned  up  and  the  whole  part,  or  set  of 
parts,  made  easier  to  administcir  and  more  responsive. 

We  would  be  glad  to  work  with  the  staff  on  the  details  of  wording 
that  would  accomplish  that  end.  ,  ^ 

I  might  turn  nowj  briefly,  Mr.  Chairman,  to  the  general  student 
assistance  programs  insofar  as  they  relate  to  graduate  students. 

As  has  been  said,  we  would  not  advocate  that  the  BOG  program 
and  the  SEOG  program  be  extended  to  graduate  students.  The  con- 
cept of  universal  entitlement  in  our  opinion  is  not  appropriate  for 
graduate  students  on  the  ground  that  Dr.  Page  indicated.  The  con* 
cept  of  bashig  entitlement  on  the  financial  circumstances  of  parents, 
the  basic  characteristics  of  the  BOG  program  and  SEOG  programs, 
would  be  relevant  to  such  a  small  percentage  of  the  graduate  students 
that  this  key  concept  is  virtually  meaningless  for  graduate  students. 

Insofar  as  the  otner  programs  are  concerned,  we  believe  that  tiie 
college  work-study  program  is  well  adapted  to  support  of  graduate 
students.  It  has  not  been  used  extensively,  primarily  because  of  the 
extromely  heavy  demand  at  the  undergraduate  level  and  the  proper 
priority  that  ha«  been  given  to  support  of  undergraduates.; 

Our  specific  recommendation  is  that  consideration  be  given  to  a 
large  increase  in  the  authoriaation  for  this  program,  perhaps  a  dpu- 
bling  of  the  authorization,  to  permit  graduate  students  as  well  as 
undergraduates  to  benefit  from  the  program.    ^     ,  .     ,  , 

We  would  also  ask  the  support  of  the  committee  m  improving  reg- 
ulations for  the  program.  Others  have  testified  on  the  difficulties 
generated  by  the  regulations  designed  to  prevent  ovei-awarding,  the 
problems  arising  from  calculating  awards  in  terms  of  gross  rather 
than  net  income,  and  the  need  for  forward  funding.  We  support  all 
of  those  changes  in  the  college  work-study  program. 

The  NDSL  program  has  been  little  used  by  graduates  and  only  9 
percent  of  the  recipients  under  thrtt  program  have  been  graduate 
students.  The  primary  problem  has  been  f  undmg,  and  we  would  agam 
urge  consideration  of  lifting  the  authorissation  level  under  that  pro- 
gram to  make  loans  available  for  graduate  students. 

Under  the  guaranteed  dtud^t  loan  program)  as  Br.  Breneman  has 
said,  we  consider  that  loans  are  .a  proper  part  of  the  support  of  the 
graduate  students  and  our  speoifio  recommendation  k  tlm  the  annual 
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maximm  loan  be  increased  from  $2,500  to  $8,600  and  that  the  total 
loan  allowable  increase  from  $10,000  to  $15,000. , 

That  seems  to  us  to  be  a  reasonable  compromise  between  a  ceilmg 
which  is  so  low  that  graduate  students  cannot  borrow  enough,  and  an 
excessively  high  limit  which  would  permit  graduate  students  to  get 
into  trouble  through  overindebtedness. 

We  also  would  urge  a  change  in  the  repayment  period  from  10  to 
20  years. 

That,  Mr.  Chairman,  completes  our  suggestions  with  respect  to 
amendments  and  we  would  be  glad  to  answer  any  questions  that  the 
committee  may  have. 

Mr,  O'Hara.  Thank  you  very  much,  Mr.  Kidd. 

I  have  just  a  couple  of  comments  before  I  yield  to  the  gentleman 
from  Oregon.  .   .  '  , 

Tlien  after  he  completes  his  questioning,  I  perhaps  will  have  a  couple 
of  questions  myself .  .   .       ,  «  ,  i 

I  am  delighted  to  have  heard  your  ringing  endorsement  of  the  col- 
lege work-study  program,  which  I  think  is  one  that  has  great  potential 
for  graduates  and  undergraduates  alike,  an  unrealized  potential.^ 

I  am  a  little  concerned,  however,  about  increasmg  the  loan  limits 
and  the  repayment  period  and  so  forth.  I  am  less  concerned  about  it 
for  graduate  students  than  I  am  for  undergraduate  students,  but  I  am 
still  concerned  about  it,  because,  as  one  of  you  mentioned,  the  ^ze  of 
these  loans  is  a  problem  and  repayment  becomes  extremely  difficult. 

I  fim  one  who  will  take  a  good  nard  look  at  that.  I  thmk  by  the  time 
someone  had  undertaken  graduate  study  they  are  in  a  better  position 
to  make  a  sound  judgment  on  just  how  much  they  want  to  borrow 
or  can  afford  to  borrow. 

But  even  so.  I  am  somewhat  concerned. 

Dr.  KiDD.  There  is  a  problem,  as  you  suggest,  as  to  whether  you 
make  the  provisions  relate  specifically  to  graduate  students  or  have 
them  apply  to  all  students.  This  arises,  for  example,  in  the  proposal 
to  lift  the  loan  limit. 

The  question  arises  also  in  another  recommendation  that  we  had 
which  I  did  not  note  specifically.  That  is,  a  proposal  that  under  the 
work-study  program'the  earning  limit— and  this  is  a  matter  of  regula- 
tions and  not  law— be  lifted  to  $4.50  an  hour  rather  than  the  existmg 
limit  of  $3^50  an  hour.  The  graduate  Students  are  older  and  more 
experienced  and  quite  often  can  earn  more  than  under^aduate.  We 
have  the  same  problem  there  as  to  whether,  if  that  limit  were  lifted, 
it  should  be  lifted  for  all  students,  graduates  and  undergraduates,  or 
lifted  only  for  graduate  students. 

Our  inclination  would  be  to  recommend  it  be  lifted  only  for  grad- 
uate students  and  that  if  the  loan  limit  be  extended  that  the  increase 
be  for  graduate  students.  ^ 

Mr.  (3'Hara.  I  notice  that  you  don't  recommend  programs  that 
would,  by  providing  graduate 'Student  assistance  to  particular  kinds 
of  graduate  students,  direct  graduate  study  into  certain  fields. 

I  gather  it  has  been  your  feeling  that  we  don*fc  really  Ijcnow  enough 
to  make  wise  decisions  as  to  which  directions  to  point  the  gradunl^ 
students  and  I  thhik  that  in  general  that  is  a  pretty  good  observation, 
but  I  am  not  sure  it  is  in  particular. 
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I  think  there  are  some  areas  where  we  need  not  only  to  stimulate 
graduate  education  but  provide  special  incentiv^  for^aualified  stu- 
dents to  undertake  graduate  education  m  particular  tields. 

•Dr.  KiD».  Well,  the  National  Board  on  Graduate  Education  paid 
a  great  deal  of  attention  to  that  problem.  .x    .  j  i.t. 

Dr.  Brbneman.  Yes,  and  in  the  second  program  itemized,  the  re- 
seai-ch  and  manpower  grants  were  really  responsive  to  just  the  con- 
cerns you  mentioned.  .         ,  .     mi  •  i 

These  were  explained  in  qhapter  4  in  some  detail.  The  purpose  is  to 
do  iust  what  you  suggest,  that  m  ams  where  there  is  obviously  a  need 
for  new  research  and  whei-e  there  is  a  lack  of  progress  in  the  univemty 
in  encouraging  students  and  faculty  to  go  into  these  areas,  some 
selective  grants  would  be  helpful.  ,       .  _ 

Mr.  O'Hara.  As  I  noted  the  testimony  on  that  point,  you  were  rec- 
ommending that  mission-oriented  Federal  agency  award  competitive 
research  and  training  grants  to  universities  to  support  res^rch  and 
graduate  education  which  is  a  national  concern.  I  don't  gather  that 
you  were  proposing  to  provide  special  stipends  to  students  entering 
particular  fields  of  graduate  study?  .  ,j 

Dr:  KiDD.  The  competitive  award  to  the  university  would  follow 
the  traineeship  or  training  grant  model.  That  is,  a  iarge  part  of  the 
award  would  be  to  provide  student  support  funds.  Then  fellowships 
would  be  locally  awarded  and  related  to  the  purpose  for  which  the 

^^Mr.  O'Ha^.  All  right.  I  thank  you  for  clarifying  that  because  I  do 
think  that  is  important.  ,  ,     .  , 

Dr.  KiDD.  Mr.  Chairman,  I  think  there  is  an  analog  of  that  approach 
in  the  OE  programs:  that  is,  in  the  fellowships  for  public  service, 
again  a  program  which  has  never  been  funded.  We  would  propose 
that  not  be  a  separate  program  but  a  component  of  aangle^program. 
I  think  that  the  need  for  well-tramed  people  m  public  service  and  to 
provide  incentives  to  people  who  enter  public  service  is  one  of  these 
urgent  national  goals  that  should  be  pursued  through  award  of 

fellowships.  ,  .  \  ,  ».>  \ 

Mr.  O'Hara.  Mr.  Dellenback,  would  you  have  some  questions? 

Mr.  Dbllbnbaok.  Yes,  Mr.  Chairman.  ^ 

There  are  a  host  of  roads,  where  time  permits,  that  we  would  like 
to  walk  on  on  this.  '  ,       ,  .  i  x»..        i.  ^ 

May  I  ask  one  question  following  up  the  work-study  thing  that  we 
have  lUst  been  talking  to,  because  I  agree  with  the  thrust  of  what  you 
have  said  and  the  thrust  of  the  chairman,  that  this  is  a  program  of 
very  real  promise.  '  .-x  •  • 

Do  you  find  that,  from  the  standpoint  of  the  institutions,^  this  is 
a  sufficiently  desirable  program  that  if  we  were  to  broaden  it  m  some 
ways,  maybe  broaden  availability,  change  the  hourly  rate,  some  of 
these  things,  and  at  the  same  time  as  part  of  that  broadening  we  could 
lower  the  Federal  contribution  percentage.  Do  you  have  any  comment 
to  make  on  that?  ■    .     .       ,      ...  j  _ 

As  we  are  wrestling  with  situations  where  dollars  are  limited,  we 
cannot  solve  them  all  by  saying  we  will  double  every  thing  or  go  on 
with  this  or  we  will  expand  this  and  make  everything  available  we 
have  been  making  available  and  also  create  new  things. 
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As  we  balance  the  costs,  we  have  had  some  testimony  that  this  pro* 

fram  is  so  good  and  so  desirable,  there  is  such  a  wealth  or  requests 
or  this  kind  of  program,  that  the  thought  has  been  in  m  mind  that 
perhaps  as  part  of  me  expansion  we  could  also  say  the  Federal  con- 
tdbutioh  is  not  going  to  be  at  a  presently  high  precentage  and  maybe 
drop  it  to  50  percent  or  60  percent  and  would  you  have  a  comment? 
Would  it  kill  the  program? 

Dr.  KiDD.  Well,  the  only  problem  I  see  in  that  is  if  the  Federal 
contribution  were  sharply  reduced  it  would  work  against  those  in- 
stitutions ttiat  do  not  have  the  matching  money,  which  would,  in  a 
sense,  discriminate  against  the  students  at  those  institutions  and  some 
of  them  would  be  amohg  the  most  deserving  and  needy. 

Now,  this  is  a  question  of  fact  and  I  must  say  we  do  not  have  the 
facts. 

Mr.  Delmnbaok.  Part  of  our  hope  in  that  might  be,  you  see,  to 
give  stimulus  to  off*campus  employment  and  in  doing  so  open,  up  a 
new  reservoir  of  monev  and  instead  of  looking  to  mstitutions  for  this, 
maybe  we  could  say,  "If  we  broaden  where  you  could  use  the  work- 
stud^  group,  you  would  have  not  only  the  career  advantage  of  giving 
training  where  they  might  ultunately  be  using  whatever  their  skill 
might  be,  but  also  open  up  a  new  supply  of  money.'' 

Dr.  KiDD.  Yes,  and  I  thmk  it  is  particularly  applicable  to  graduate 
students,  those  in  masters  degree  programs,  for  example,  and  social 
work  and  law  and  programs  of  that  sort  where  they  could  provide  a 
real  community  service  that  could  otherwise  not  be  provided,  working 
with  nonprofit  mstitutions  in  the  community. 

Mr.  Dellbnbaok.  Dr.  Breneman,  any  comment  on  that?  Would  your 
analysis  of  the  outside  field  be  such  that  you  would  think  there  would 
still  be  a  weaJ-  a  of  requests  for  participation  in  the  program  if  we 
would  make  that  kind  of  change  ? 

Dr.  Breneman.  I  think  it  would  depend  very  much  on  the  discipline 
and  on  the  degree  level.  It  would  be  hard  to  imagine  a  student  in 
English  literature  at  the  graduate  level  finding  very  many  outside 
o£t-campus  activities  that  would  be  at  least  related  directly  to  his 
ultimate  career. 

Mr.  Dellenbaok.  Would  you  find  the  institution  willhig  to  par- 
ticipate insofar  as  these  students  in  the  literature  field  if  they,  instead 
of  having  to  make  their  present  contributions  had  to  make  twice  as 
much  contribution  that  they  ndade,  would  they  still  want  them? 

Dr.  BnEXEaiAN.  I  am  not  qualified  to  comment  on  that.  I-  am  not 
currently  employed  at  a  university.  Perhaps  Dr.  Lyman  

Dr.  Lyman.  I  think  the  universities,  or  the  unhappy  thing  that 
keeps  coming  up,  the  universities  are  much  in  the  position  of  the 
Federal  Government,  that  what  we  add  we  have  to  find  something  to 
cut  out  in  order  to  add  that.  It  would  be  a  question  for  financial  aid 
officers  to  answer  perhaps  and  graduate  deans  to  answer  and  maybe 
Mr.  Page  could  respond  better  than  I,  as  to  whether  there  would  be 
areas  where  the  very  fact  of  a  work-study  program  would  be  helpful, 
that  we  could  find  savings  here  and  there  to  use  it. 

I  tend  to  view  this  point  as  related  quite  closely  to  the  loans  ques- 
tion* In  one  sense  work-study  serves  a  similar  purpose  in  that  it  helps 
to  sort  out  those  who  have  serious  purpose  in  their  study  from  those 
with  less  serious  purpose.  The  students  have  to  be  asked  to  make  a 
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sacrifice,  in  one  case  a  saoriaco  based  on  futures  »nd  in  the  case  of 
work-study  he  has  to  spend  some  of  his  time  on  a  job  that  may  or 
nm  not  be  directly  related  to  the  education. 

It  is  a  highly  desirable  thing.  ,  ..^ 

Boyd,  would  you  think  that  in  most  cases  they  would  be  able  to 
and  a  place  with  which  to  and  the^ wherewithal  to  do  this?  . 

Dr.  Page.  I  would  think  particularly  m  largo  research  institutions, 
not  iii  all  of  them  but  in  the  ones  that  specialize  in  science,  there  might 
well  be  additional  opportunity  provided  from  outside  for  cooperative 
research  programs.  I  think  it  might  be  quite  attractive.      .   .  ^ 

On  the  other  side,  this  could  mean  that  the  aid  would  go  to  fewer 
students  because  institutional  funds  are  limited.,  ^  4t,'«« 

I  do  think  that  at  least  in  the  science,  this  might  well  be  something 
that  would  be  attractive.  ■  ■  .     .  v     .  • 

Dr.  Kt»D.  Mr.  Dellenback,  we  are  now  querying  a  number  of  uni- 
versities  on  this  point.  What  their  attitude  y^ould  be  toward  more  ex- 
tensive use  of  work^study  and  towards  a  change  m  the  Ftderai  match' 

***^Ii?.*Deu4ENBaok.  Do  you  realisse  what  the  commii;tee  is  in  the  process 
of  doing  is  to  try  to  get  our  backs  not  against  the  waU  and  needing  to 
have  the  legislation  by  June  SO,  which  we  sc  frequently  ^d  ourselves 
facing  in  this  kind  of  program.  We  are  trying  to  look  ftt  the  totality 
of  it  and  just  as  we  look  at  graduates  and  undergraduates,  we  are  also  . 
lookmg  at  interweaving  of  grants,  work-sttidy  and  loans  and  seeing 
if  we  cannot  come  up  with  a  better  package  because  to  the  student, 
the  Jpeal  ultimate  question  is,  "Does  he  have  enough  dollars  to  get 
there  in  toto  from  all  of  these  sources,  from,  the  family,  from  insti- 
tutional help,  from  all  of  the  programs  of  the  Federal  Government.' 
So,  one  of  the  thoughts  that  is  going  through  our  minds  is  this  issue 
of  "What  can  we  do  to  modify  work-study  to  make  it  really  more 
effective  in  accomplishing  the  ultimate  goal  of  helping  the  student 
get  the  education.**^       ■    ,  n  .  *  u 

So,  anything  you  can  make  us  an  addition^^l  input,  that  I  would 
welcome  very  much.  ,    ,   .  ,     -  ;        ■  ■ 

Dr..KiD».  We  will  be  glad  to  supply  the  information  we  get  from 
the  universities. 

Mr.  Deiabnmck.  That  will  be  great.  . 

Dv.  Kini).  Certainly  it  would  seem  to  us,  that  unless  the  authon|a- 
tion  is  increased,  the  demand  from  undergraduates  is  too  heavy  for 
this  program.  .    ,     ■  ,       .        .      .  . 

Mr:  DEttENBAOK.  We  are  already  -facing  thi;  experience  m  such 
things  as  not  only  the  authorization  Itit  you  are  familiar  enough  with 
the  process  to  know  that  we  can  set  up  beautiful  pie-in-the'  skjr  authori- 
zations and  it  does  not  do  the  job  if  we  don't  get  appropriations  to 

*What  ?*am  concerned  about,  though,  is  that  we  can  be  realistic  with 
our  authorizations,  instead  of  setthg  up  enough  elbow  room  so  some* 
hew  the  appropriations  committee  can  be  persuaded  to  go  there,  there 
is  lots  of  room  for  them  to  go,  I  thhik  we  pay  the  price  m  this  com- 
mittee by  setthig  such  high  appropriations  that  the  appropriations 
committee  disregards  what  we  have  done  and  mstead  of  getting  a 
pidelhie  out  of  what  we  have  come  out  with  after  hours  of  discus- 
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sions  they  in  minutes  come  to  decide  that  it  is  going  to  be  this  figure, 
that  fij^ire  or  something  else. 

I  think  we  would  do  education  a  better  service  if  we  try  to  make 
aiithoi'izatipn  levels  realistic,  that  not  only  we  think  could  be,  but 
what  we  think  should  be, 

,  So,  we  want  to  look  very  cai-efully  at  authorization  levels  but  not 
just  to  say,  "Let  s  double  or  triple  or  quadruple  or  whatever  it  is  we 
happen  to  have." 

We  would  decide  what  we  can  really  use  and  what  we  have  expecta- 
tion of  getting  and  then  go  to  fight  like  heck  with  the  appropriations 
people  to  appropriate  what  we  ought  to  need. 
«  P*t  .1^'  ^  footnote  to  this  discussion.  I  think  you  touched  on 
exactly  the  right  pomt  that,  increasingly,  students  receiving  fellow- 
ships will  also  be  on  work-study  or  assistantships  and  also  borrowing 
money.  Hany  of  us  remember  that  just  a  few  years  ago  in  some  of  the 
*  eaeral  fellowship  pi-ograms  there  were  provisions  to  prevent  that  sort 
of  thing.  I  am  simply  urging  that  new  provision  be  kept  sufficiently 
flajible  and  not  be  coiisiderod  as  a  total  package. 

Mr.  PwtLBNBAOK.  We  are  looking  for  mechanistic  cases,  for  example, 
ftave  a  single  application  instead  of  five  different  sets  of  applications 
and  have  on  it  enough  of  what  you  can  extract  for  this  or  that  program 
or  some  other  program  to  take  care  of  the  Federal  Government's  needs 
as  well  as  the  State  government's  needs,  and  on,  and  on,  and  on,  and  the 
more  we  can  simplify  the  bettor  cjiances  are  we  can  make'^a  real  coordi- 
nated program. 

Dr.  PAoa.  The  other  element  I  tried  to  emphasize  is  that  for  students 
who  for  good  reason  have  to  come  in  and  out,  work-study  is  ideally 
designed  to  accommodate  those  students.  It  is  difficult  to  visualize  how 
you  could  have  a  fellowship  set  up  as  in  the  past  whei^  a  student 
would  go  away  from  graduate  school  and  work  in  industry  and  work 
in  research  and  then  come  back,  but  work-study  is  ideally  designed  for 
that. 

Mr.  DmBBAOK.  May  I  ask  two  questions  along  the  line  of  really  the 
penphery  of  what  you  said  or  at  least  take  advantage  of  Some  of  your 
special  knowledge. 

^.  We  have  an  internal  problem  in  the  Congress,  and  that  is  committee 
jurisdiction. 

Dr.  KiOD,  you  know  this  full  well  and  the  rest  of  you  are  acquainted 
With  it. 

From  your  standpoint  when  you  plea  for  a  bettor  coordinated  role, 
what  would  be  your  reaction  to  th«*  desirability  or  nondesirability  of 
the  Congress  restructuring  committee  jurisdiction  so  that  instead  of 
having  the  Subcommittees  on  Science  and  Astronautics  and  Vetorans' 
Affairs,  Ways  and  Means,  and  Education  and  Agriculture  and  every- 
body else  for  spociahispects  of  education,  what  if  wa  consolidated  four 
of  these  pi'ogratns  in  a  single  committee? 

1  mean  I  don't,  want  to  scare  the  witness  by  the  question  I  ask,  but 
from  the  standpoint  really  of  your  own  involvement,  would  you  rather 
be  going  to  Science  and  Astronautics  for  much  of  what  indeed  the  grad- 
ttato  schools  do  and  to  another  committee  for  something  else,  or  would 
It  better  if  programmatically  we  have  a  structured  Congress  so  agri- 
Ottlture,  science  or  astronautics  was  in  a  single  education  committer  ^ 
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Bp.  Kiod:  If  one  approached  that  question  solely  from  the  stand- 
point of  reaching  consistent  decisions  in  the  legislative  braJichjmd 
followed  by  decisions  in  the  executive  branch  that  ^Y^u^d  makea  more 
sensible  package  out  of  graduate  education  and  research,  then  c^^^^^ 
I  think  some  change  in  structure  would  be  indicated  so  that  you  couia 

look  at  the  entire  system.  i.    ,  «        .     n  .*,„„oiKifl 

The  program  that  Dr.  Breneman  outluied  of  course  is  really  possible 
only  if  there  is  that  sort  of  consolidated  approach.  1  he  problem  which 
I  need  not  spell  out  for  you  is  that  there  are  things  other  thaii  the  legis- 
lation for  graduate  education  that  are  involved.  .  ...^ 
So,  I  would  make  my  statement  on  the  restricted  basis  of  ration«il 
view  of  graduate  education  as  a  whole  and  m  that  jestncted^area^^^^ 
Would  obviously  be  easier,  I  think,  to  get  a  set  of  rationally  integrated 
oroerams  if  more  of  these  matters  were  handled, at  a  single  point. 
^  Dr.  Lyman.. I  just  want  to  refer  again  to  a  point  of »»» I'^marks  J£ 
multiplicity  of  suppoit  agencies.  There  is  a  real  dilemma  here.  I  think 
we  all  recognize  aS  between  the  desirability  of  greater  coherence  aijd 
consistencyTcertaiiily  from  the  students*  end  of  when  you  <»m 
about  fellowships  and  traineeships  in  paiticular,  2!.'^^"**'^^^^^  w 
a  whole  lot  of  ways  of  going  at  the  business  of  getting  suppoi't,  but 
Jt  tKine  timeUerels  tfee  other  desirable  thing~-you  aon»t  set 
evei7thing  tied  up  in  one  package-so  m  the  field  of  graduate  edu- 
cation,  which  is  constantly  changing,  and  new  fields  emerge  all  the 
time  and  all  fields  building  in  different  mixtures,  you  don't  foH  of  sit 
on  tlfe  developments  by  h^ving  a  monolithic. structure  setup  to  deal 

'if  if  mSff  qS^^  of  a  fellowship  program,  or«cholawhip  p^^^^ 
Bxm  or  some  other  program,  the  undergraduate  level,  I  thmkj  as  you 
fay,  has  an  awXul  lot  going  for  it,  because  there  the  multiplicity  of 
programs  can  become  truly  frightening  from  a  student's  stMidpomt, 
and  students  do  not  apply  m  many  cases  because  they  don't  know 

^^Somu^  paperwork  is  involved  and  so  muoh  conflict  between  differ- 
ent  prom^  graduate  level,  I  think,  is^much  tougher  bwause  of 
the  problem  of  mamtaining  fleKibility  in  the  development  field  md 
leaving  the  mission-oriented  agencies  in  a  position  to  develop  graduate 
research  and  manpower  provision  at  the  same  time, 
I  think  it  wouldbe  pretty  tough  to  do,  .    ■  ■  .      j  i  ^t,* 

Dr.  S.  Also,  this  prol)lem  arises  bolV.  in  the  executive  and  in  the 

lemslative  branches.  , ,      , .       .   i     -^i.  «ii 

In  the  executive  branch,  one  could  consider  u  single  point  for  all 
graduate  education,  but  I  think  that  one  would  lose  a  ^ot  n^oig  t^^^^ 
one  would  gain  through  such  a  consolidation.  It  would  be  superficially 
rational  perhaps,  but  first  you  would  lose  the  contact  of  these  programs 
with  the  social  mission  and  purpose  that  you  get  tl^rough  a Imn^^^^ 
with  a  specific  mission  orienfcation,  and  you  would 
jur  eggs  in  one  basket  and  the  fortunes  of  agencies 
t  would  be  very  leery  of  that. 
The  analogous  situation  exists  in  the  CJongress.  One  may  get  a  more 
rational  set  of  fellowship  provisions  and  in  the  process  of  that  los«^ 
advocates  md  friends  and  lose  appropriations. 
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Mr.  Dellbnbaok,  We  had  a  little  bit  of  a  concern  and  you  are  aware 
of  the  fact  that  as  we  finish  up  the  study  of  the  National  Commission, 
we,  as  part  of  it,  had  the  staff  check  on  a  number  of  Federal  programs 
that  were  involved  and  the  figure  comes  out  in  the  area  of  380  different 
Federal  programs  involved  in  education. 

This  is  hydraheaded,  it  is  almost  impossible  to  make  order  out  of 
chaos.  It  is  a  series  of  little  tangents  ancl  little  piece  and  it  is  very  diffi- 
cult to  coordmate  it  in  sort  of  what  ypu  are  pleading  for  very  logically, 
it  seems  to  me. 

Two  other  things  I  want  to  ask.  How  about  the  Fund  for  Improve- 
ment of  Postsecondary  Education?  Is  it  your  experience  that  this 
would  be  helpful,  or  is  it  being  helpful  at  all  so  far  in  stimulating  the 
change  you  talked  of  in  terms  of  all  of  you,  Dr.  Lyman  in  particular, 
about  "We  need  to  be  reachmg  forward,  we  need  to  be  looking  to  the 
future  as  well  as  the  past?"  Do  you  find  that  your  experience  with 
that  fund  either  has  already  proven  helpful  or  gives  promise  of 
proving  helpful? 

Does  anybody  wish  to  make  a  comment? 

Dr.  Brbnbman.  I  can  comment  briefly.  I  have  questioned  the  staff 
of  the  Fund  as  to  the  kinds,  the  number  of  proposals  they  are  getting 
from  graduate  programs,  or  graduate  program  related  activities.  I 
gather  m  the  fii-st  year  they  got  almost  none  m  that  regard.  There  was 
some  increase  this  year.  • 

My^  impression  is,  as  we  wrote  in  the  report,  that  there  is  a  sub- 
stantial role  there  for  the  fund.  \^}xt  I  think:  there  is  a  communications 
problem,  I  don't  think  the  numbers  of  proposals  going  into  them  from 
graduate  programs  have  reached  any  substantia  volume  yet. 

Mr.  pBLiiENBAOK.  I  think  they  would  have  to  be  stimulated  more  on 
your  side  than  their  side  realistically  because  the  problem  at  the  mo- 
ment is  they  are  not  sitting  around  for  applications  pouring  in  because 
they  have  2,800  and  they  will  be  only  able  to  fund  100  out  of  that. 

I  don't  think  at  the  moment  they  are  trying  to  stimulate  graduate 
schools  to  come  in  with  this  kind  of  program,  but  I  would  urge  you  to 
do  itj  because  to  me  that  fund  has  some  of  the  great  promise  for  tomor- 
row m  the  field  of  education,  because,  as  was  said  in  one  of  your  pieces 
of  testimony,  and  I  don't  recall  if  it  was  Mr.  Lyman's,  that  when  you 
start  to  pay  the  price  it  is  the  innovative  that  dies,  that  you  have  to 
take  care  of  certain  basics,  and  so  when  the  budgets  are  being  cur- 
tailed It  18  not  the  basics  that  you  cut  out.  You  don't  stop  paying  the 
bills  and  paying  the  salaries  |  you  don't  stop  doing  the  absolute  "musts" 
but  you  say,^  "We  can  cut  this  progrnm  out  or  defer  this  program 
which  18  the  innovative,"  and  that  is  where  the  fund  for  improvement 
of  secondary  is  meant  to  go  and  help  with  additional  knowledge. 

Dr,  Paob.  I  agree  with  your  enthusiasm  but  I  think  the  graduate 
community  has  become  aware  of  it.  I  know  of  at  least  three  projects 
that  are  now  being  considered  which  were  invited  to  be  submitted.  I 
don't  know  of  any  agency  that  would  have  accepted  these  projects 
because  they  are  unusual.  It  remains  to  be  seen  what  will  happen  to 
them. 

I  thb\k  there  are  many  institutions  now  that  are  preparing  pro- 
.Mm  recognisimg  FIPSK  as  an  appropriate  source  from  which  to 
seek  support* 
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Mr.  DEMiRNBAOK.  The  amount  in  the  budget  will  go  up  from 
million  this  year  to  $16  million,  and  I  testified  before  them  ur^mg 
they  go  to  $20  million  instead  of  $15  million,  that  this  is  a  limited 
enou^  number  of  dollars  in  a  critical  am 

Again  I  say,  facing  the  temptation  to  go  too  many  ways.  May  I 
ask  one  further  last  question:  On  page  8  of  your  t^timony,  Dr. 
Lyman,  you  talk  in  terms  of  the  consideration  of  special  needs  of  the 
disadvantaged,  and  you  make  some  very  helpful  pointe  about  low 
percentage  of  at  let  it  the  minorities  in  the  graduate  education  and 
tomorrow  this  subcommittee  is  going  to  be  facing  the  issue  of  law 
school  admissions,  CLEO,  and  this  general  concept.  .  . 

Do  you  think  that  it  is  proper  for  us  to  encourage,  do  you  think  it  is 
desirable  if  we  try  deliberately  with  special  programs  to  encourage 
special  disadvantaged  minority  types  of  such  graduate  programs? 
Now,  we  are  here  talking  about  law,  but  it  could  be  medicme  or  m  other 
areas  of  graduate  study.  Or  should  we  be  spreading  the  dollars  on  a 
a  different  basis  than  trying  to  emphasize  to  give  special  help  to  the 
disadvantaged,  whatever  that  means?  •  . 

Dr.  Kn>D.  The  National  Board  has  a  group  of  people  working  on 
tliis  extremely  complicated  problem,  and  Dr.  Breneman  might  say  a 
word  about  what  is  developing  there*. 

Dr.  Brbnbman.  Our  board  from  its  inception  has  been  very  wrongly 
insistent  about  the  need  to  increase  the  pool  of  mmonty  individuals 
trained  at  the  Ph.  D.  level.  I  think  the  university  presidents  and  the 
departments  are  feeling  this  in  connection  with  the  affirmative  action 
thrust  when  they  ti^  to  hire  such  individuals  and  the  supply  is  simply 

One  comment  that  Earl  Cheit  made  at  the  Marco  Island  Conference 
is  relevant.  The  reasonable  thing  to  do  in  this  case  is  to  augment  the 
supply  side.  So  we  are  hard  at  work  on  it.  We  originally  were  hoping 
to  put  the  framework  of  an  effective  program  into  the  Board's  report. 

We  do  feel  it  is  an  area  that  is  ripe  for  consideration.  The  thrust  at 
the  undergraduate  level  has  been  going  on  now  for  4  or  5  years.  As  one 
of  the  board  members,  Herman  Branson  of  Lincoln  tfAiversity,  pomts 
out,  an  estimated  40.000  to  60,000  blacks  will  receive  bachelor  degrees 
this  year  but  a  woefully  inadequate  percentage  will  go  into  graduate 
programs.  Then  we  look  at  specific  fields  and  see  the  almost  total  lack 
of  minorities  in  endneering  and  physics  and  the  hard  sciences.  As  we 
began  to  pursue  tms  topic,  it  got  into  the  question  of  ;*What  is  the 
role  of  the  primarily  black  colleges,"  and  "What  is  their  capacity  in 
graduate  study,"  and  "Is  it  I'ust  money  Jiat  is  the  solution." 

It  appears  to  us  it  is  not  ittst  money.  That  is  why  we  ijot  into  these 
complexities.  We  simply  pulled  out  of  the  subject  and  decided  it  was  so 
important  and  complex  we  were  going  to  have  to  do  a  separate  report, 
which  we  hope  to  have  out  in  several  months.  We  will  be  happy  to  pre- 
sent our  findings  to  you  and  the  committee  staff.  ,    ■  .  .4 

Mr.  DtSLLisNAOK.  Certainly  the  study  of  the  Commission  led  us  to  the 
feeling  that  dollars  were  not  the  only  thing,  by  any  means.  There  are 
all  sorts  of  interlocking  factors.        ,  ,      ,  \ 

Dr.  LifMAN.  Our  experience  at  Stanford  is  interesting  to  me  in  that 
we  have  not  seen  in  blacks  and  Chieanos.  particularly  not  m  blacks, 
the  same  phenomenon  we  have  seen  m  white  majority  students  who 
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are  not  in  as  great  numbers  going  on  straight  to  graduate  school  as 
a  few  years  ago.  Tlie  porcontftge  of  our  gi'aauates  who  go  straight  on 
t(j  graduate  scliool  has  dropped  fairly  significantly  in  the  last  few 
years. 

A  great  number  of  those  people  intend  to  go  sooner  or  later,  getting 
job  experience,  or  what  have  you,  making  education  the  last  step,  it 
you  like,  for  awhile.  With  blacks,  the  percentage  and  numbers  who 
want  to  go  on  right  away  are  holding  up.  Here  again  I  think  the 
loan  question  becomes  very  important  because  to  a  greater  extent  than 
is  the  average,  the  disadvantaged  minority  student  will  already  have 
piled  up  a  debt  by  the  time  he  or  she  gets  to  thinking  about  graduate 
school,  and  to  a  lesser  extent  than  with  the  majority  whites  are  they 
really  as  ready  to  undertake  tlte  long-term  debts.  It  is  a  less  familiar 
syndrome  to  them.  It  is  more  frightening  and  more  distressing  to 
think  of  piling  up  that  kind  of  indebtedness. 

Once  again,  I  think  work  study  has  been  very  successful  in  this 
area. 

Mr.  Dellbnbaok.  I  am  inclined  to  share  the  feeling  of  Mr.  0*Hara  • 
on  that.  On  a  line  between  permitting  the  debt  to  go  too  high  for  the 
undergraduate,  you  do  not  want  to  not  help,  but  what  looks  like  help 
at  the  moment  may  turn  out  to  be  a  creation  of  a  morass  and  disaster. 
I  do  not  feel  that  way  about  graduates.  I  think  certainly  the  profes- 
sions really  do  open  up  such  additional  possibilities  that  they  can  also 
open  up  possibilities  for  repayment  and  I  don-t,  think  that  is  true 
for  the  undergraduates. 

£>r.  Pagk.  I  can  give  you  one  specific  answer.  The  Panel  on  Alter- 
nate Approaches  for  Graduate  Education  agonized  on  this  for  a  long 
time.  In  the  report  which  I  gave  to  the  committee  there  id  a  specific 
recommendation  that  these  inequities  be  addressed  and  a  positive  ef- 
fort be  directed  toward  bringing  in  an  appropriate  number  of  minor- 
ity students  into  graduate  education.  This  is  still  a  very  controversial 
issue.  The  panel  was  made  up  primarily  of  people  from  the  public 
sector,  some  from  higher  education,  but  this  was  their  summary  of 
their  feehng  about  the  situation. 

So  at  least  there  is  one  very  possible  recommendation. annexed 
to  it. 

pr.  KiDD.  I  just  ran  across  the  publication  relating  to  the  point  vou 
raised  about  the  fields  of  study.  This  is  an  ETS  publication  called 
"Findings »  which  just  came  out.  They  point  out  one-third  of  blacks 
1  year  after  graduation  and  one-third  of  whites  were  enrolled  in  some 
program  of  further  education,  but  the  fields  were  strikingly  diflferent. 
The  black  students  were  heavily  enrolled  in  education,  about  a  quarter 
of  them,  and  engineering  and  biological  sciences,  as  we  said,  are  the 
hem  attracting  the  iew  efficient  blacks. 

The  report  points  out  that  although  large  numbers  of  blacks  are 
entering  post-baccalaurfittte  programs  they  are  not  represented  pro- 
portionately to  whites  in  the  fields  that  will  produce  future  university 
and  college  faculties  or  practitioners  in  certain  professions,  notably 
the  law  schools,  even  though  the  enrollment  is  going  up  there. 

f  rlie  document  referred  to  appears  at  the  end  of  this  day's  tran- 
script.L 

Mr.  DBLLfeNBAOK.  Thttiik  you  very  much. 
Thank  you,  Mr.  Chairman. 

er|c  y^v> 
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Dv,  ICioo.  I  mi«ht  supplement  the  remarks  that  have  been  made  by 
pointing  out  that  in  the  light  of  all  the  discussions  recently  about  the 
program  of  the  disadvjintnged  in  graduate  school,  that  no  matter  what 
program  one  would  design  to  be  adequate,  the  existmg  one  is  inade- 
quate. That  is,  the  pai-t  "D"  of  title  IX  provides  simply  fellowships 
for  the  disadvantaged  with  an  authorisation  of  $1  million  and  no  mat- 
ter what  the  devices  may  be,  it  certainly  takes,  as  we  pointed  out,  more 
than  fellowships  because  there  are  questions  of  motivation  and  other 
matters  that  go  beyond  simply  the  provision  of  the  fellowships  and  we 
don't  have  a  specific  recommendation  for  amendment  of  that. 

I  can't  help  the  committee  at  this  time.  But  certainly  some  change  is 
called  for  in  that  part.  «    .  .      .  u 

Mr.  Dkixknbaok.  There  have  been  a  number  of  points  that  have 
been  veiw  helpful.  . .  , 

Dr.  Paoe.  May  I  suggest  that  Dr.  Kidd  was  quoting  and  some  ma- 
terial I  quoted  came  fi'om  this  report  that  just  reached  my  desk  yester- 
day, and  there  is  a  tremendous  amount  of  material  in  it.  . 

Mr.  O'Haka.  It  has  not  reached  my  desk  yet.  I  will  put  the  staff  to 
worlc  looking?  for  it. 

Dr.  Page.  It  is  very  fine.    a  uu  ^ 

Mr.  Dellenbaok.  Dr.  Page  is  well  laden  with  quotations  and  either 
.jou  burned  the  midnight  oil  last  night,  Dr.  Page,  or  else  your  staff 

^iSrf^'HAnAf  I^was  interested  in  some  of  your  citations  from  that 
report.  You  indicate  approximately  73  percent  of  tliose^who  indicated 
an  intention  to  go  into  graduate  study  were  in  fact  enrolled.  Of  those 
who  did  not  enroll,  20  percent  of  the  men  gave  as  a  reason  that  they 
could  not  afford  it,  and  the  corresponding  figure  for  women  was  29 
percent,  and  for  the  blacks  it  was  31  percent.  Tlien  you  said,  "Contrast 
these  figures  with  the  indication  that  only  2.6  percent  of  the  blacks 
and  2.4  percent  of  the  women  indicated  they  could  not  gain  admission 
to  the  school  of  their  choice."  ,  ..,.„•        ».     i.  t. 

We  may  be  proving  something  islsfe  with  this.  We  may  be  ^tablwh- 
ing  that  the  graduate  schools  are  taking  in  anybody  who  applies.  You 
have  90,  or  in  excess  of  97,  percent  of  the  applicants  gaming  admission. 
Do  you  think  that  is  a  healthy  situation? 

Dr.  Page.  No;  I  was  aware  that  that  might  be  subject  to  what  I 
think  may  be  a  misinterpretation.  The  population  they  were  querying 
here  wu«  students  in  their  senior  year  who  were  well  qualified,  who 
apparently  have  all  requisites  to  enter  graduate  school,  and  this  also 
includes  professional  schools,  law  and  medicine,  and.  then  they  were 
trying  to  follow  up  why  those  students,  also  professional,  pteparing 
for  a  professional  career,  dropped  out.  This  is  not  an  adequate  popula- 
tion of  anyone  coining  thinking  they  would  choose  to  go  to  graduate 
school,  but  people  you  would  fully  expect  to  be  there. 

Mr.  O'HAiuf  I  take  it  as  a  sample  they  started  off  with  was  21,000 
college  seniors,  not  just  the  ones  with  the  best  grades,  but  presumably 
21,000  randomly  selected  to  go  into  graduate  schools.  *  . 

Dr.  Paoe.  Arid  there  were  only  8,000  of  those  who  said  they  intended 
to  go  into  graduate  schools.       .  ,       .    ,  , 

Mr.  O'HAKA.  Apparently  of  th6^8,000  who  contended  they  were 
ftoititt  to  go  into  graduate  school,  indicated  they  did  intend  to,  dp  that, 
somewhere  in  the  vicinity  of  97  percent  of  those  who  applied  were 
admitted. 
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Is  that  the  kind  of  admissions  rate  we  have  in  the  Nation^s  graduate 
schools?  '  ' 

Br.  Lyman.  That  would  certainly  puzzle  me.  I  have  not  seen  the 
report.  It  has  not  reached  my  desk,  or  I  have  not  been  at  my  desk 
recently  enough.  In  medical  schools,  for  example,  the  percent  is  down 
to  something  like  40  percent  or  a  third  are  getting  in  anywhere  of 
those  who  apply. 

In  law  scnools  they  are  having  analogous  problems.  This  varies  a 
lot  by  field  and,  of  course,  by  students. 

Dr.  Paob.  Of  course  you  recognize  I  aim  quoting  someone  else^s 
study  and  don't  know  all  of  the  details. 

Mr.p'HARA.  You  don't  have  a  separate  figure  for  men  in  that  one 
or  white  men  or  black  men  on  the  admissions  thing?  Is  that  in  the; 
report  or  not  in  the.  report? 

'Dr.  Page.  I  think  it  is  in  another  section.  But  let  me  clarify.  The 
figure  I  gave  here  was  only  the  percentage  of  those  who  gave  as  a 
reason  they  were  not  in  graduate  school  that  they  could  nm,  qualify 
for  admission.  . 

Now,  there  may  be  many  others  who  did  not  qualify  and  they  gave 
some  other  reason. 

Mr.  Dellbnbaok.  I  want  to  be  sure  about  this.  You  indicate  74 
percent  of  those  who  indicated  they  intended  to  go  were  in  fact 
enrolled? 

Dr.  Paob.  Yes. 

Mr.'  DBtiiENBAOK.  That  leaves  27  percent  of  the  base  thardid  not 
When  you  say  "20  percent  of  the  men  who  did  not  enroll,*'  do  you  mean 
20  percent  of  27  percent,  or  do  you  mean  20  percent  of  the  full  base? 

Dr.  Paob.  No  }  of  those  who  were  not  in. 

Mr.  Dellbnbaok.  Twenty  percent  of  the  27  percent? 

Dr.  Paob.  Yes. 

Mr.  Dellbnbaok.  Who  did  not  fully  end  up;  which  is  a  much 
smaller  figure,  of  course  ? 
Mr.  Paob.  Yes. 

Mr.  O'Hara.  So  then  can  be  assume,  well,  if  there  are  more  than 
two  reasons---well,  I  think  I  will  have  to  get  the  report.  I  am  sorry 
I  didn't  have  it.  ^ 

Dr.  Paob.  I  may  well  have  misinterpreted  and,  if  so,  I  apologize. 

Mr.  p'HAttA.  Well,  we  don't  have  it  and  X  am  interested  in  that. 
.  ^^1®  last  comment.  We  are  gomg  to  be  gohig  into  it  mofetomorrow, 
but  I  didn't  want  you  to  leave  without  my  expressing  my  grave  res- 
ervations over  systems  of  student  assistance  admission  that  make 
distinctions  eased  on  race,  color  or  national  origin. 

I  really  have  very  great  reservations  about  that,  which  I  will  pursue 
tomorrow  when  we  take  up  specifically  a  program  in  which  that  could 
be  a  problem. 

Dr.  Page.  May  1  make  a  comment?  You  may  not  have  noticed  but 
when  I  mentioned  to  you  the  report  of  the  panel  which  made  these 
recommendations,  that  was  not  a  unanimous  recommendation,  and 
some  people  had  senous  reservations.  My  assessment,  insofar  as  I  am 
qualified  to  judge,  is  that  there  has  been  a  shift  in  opinion  among  grad* 
uate  deans  very  much  in  the  line  now  that,  "Yes,  there  have  been 
inequities  and  that  we  should  do  what  we  can  to  find  ways  to  correct 
those  inequities  but  admission  standards  must  be  based  on  quality  and 
that  this  should  be  judged  independently  of  race  or  sex." 
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Mr.  O'Hara.  I  feel  that  way,  too,  and  want  to  get  into  it  tomorrow 
when  we  take  up  the  CLEO  program.^       ^  „   -  at 

1  very  much  appreciate  the  testmiony  of  all  of  you  and  I  assure 
you  that  we  are  going  to  give  the  graduate  education  portions  of  the 
Higher  Education  Act  our  very  careful  consideration.  ^ 

•f  think  we  have  to  do  a  lot  more  looking  it  than  we  can  m  one  day, 
but  with  particular  reference  to  the  student  assistance  provisions  of 
title  IX,  T.  think  we  do  have  sufficient  information  to  proceed  to  try 
to  make  title  *IX  programs  more  raeanmgful  to  graduate  studente. 

I  thank  you  very-much  for  having  come  before  us  and  I  want  to 
warn  you  will  be  asked  to  come  back  and  talk  to  us  some  more. 

Thank  you  very  much.  i. 

Tomorrow  the  subcommittee  will  take  a  brief  break  m  our  current 
set  of  hearings  to  receive  testimony  on  and  perhaps  to  markup,  depend- 
iriff  on  the  position  of  whether  or  not  we  have  a  quorum  and  the 
desires  of  the  committee.  H.R.  14673,  a  bill  relating  to  preparation  for 
legal  education,  to  which  help  alluMons  have  been  made  today. 

t)n  Thursday  we  will  resume  hearings  on  student  assistance  with 
testimony  related  to  State  and  financial  assistance  programs. 

The  subcommittee  will  now  stand  in  ad]Ournment  until  9  o'clock 
tomorrow  morning  in  this  room.  I  hope  I  am  here. 

[Whereupon,  at  11  'AO  a.m.,  the  subcommittee  recessed,  to  reconvene 
at  9  a.m.,  Wednesday,  J  une  5, 1974.] 


FBDEHAL  POtlOIES  TOWARD  GRADUATE  EDUCATION 
Chapter  1— CoNctvawNs,  RBCoMUEunATioNS,  and  a  Pobwivd  PaoaaAM 

CONCttJSloNS  AND  aaCOMMENBATlOMS 

1.  Omduate  education,  scholarship,  and  research  occurring  within  the  nation's 
universities  are  of  Unmense  significance  for  the  scientific,  wonomlc.  a^^^ 
development  of  the  nation.  The  flow  of  new  knowledge  developed  through  basic 
research^  coupled  with  the  advanced  education  of  Individuals  that  enables  them 
to  S  bute  new  knowledge  and  apply  the  research  find  ngs,  are  essential  to 
sScKlc  social  c^^       as  eliminating  disease,  feeding  the  world  s  popttlatlott 
and  controlling  its  growth,  developing  new  sources  of  energy,  controlling  environ- 
Stal  pollution,  maintaining  the  competitiveness  of  our  industries,  understand* 
Kg  aWatlng  problems  of  urban  life-including  housing,  mass  transportation, 
and  racial  tension-and  expanding  our  J«nowledge  and  tinderst^^^ 
govorment,  economics,  art,  music,  and  religion.  There  Is  hardly  a  sphere  of  life 
that  is  untouched  or  unaffected  by  graduate  educa  Ion  anJ.ps^^fjjA 
the  untversltief  that  perform  these  activities  are  only  a  small  percentage  of  the 
SSSy  ibToSo  institutions  of  postsecondary  education.  The  continuing 
contributions  to  society  that  can,  be  expected  from  «^"catioLiu  ' 

research  indicate  a  clear  national  interest  in  ensuring  their  continued  strength, 

"''SfttiditfoS'to^K  value  to  society,  graduate  l"catlon,  scholarship,  and 
research  are  of  central  Importance  within  the  university.  The  most  basic  task  of 
the  ffiverslty  is  ?e«m<«j/.  In  the  sense  of  transmitting  the  known  and  discovertna, 
thirrffi  tin  tyof  the  university  derives  from  its  commitment  to  learning, 
which  is  thffoundatlon  of  all  of  its  actllvtles,  whether  In  undergra^^^^^^^ 
tlon.  graduate  education,  research,  or  public  service.  Graduate  education  and 
SiaearchS  not  mere  app-^ndages  to  the  university,  but  are  nstead  ite  defining 
Slement.  Infusing  a  spirit  of  inquiry  and  a  concern  for  scholarship  throughout 
tile  Institution. 

1  See  HPparately  ttrlnted  hearlHg  mliM  "tegftl  fiductttlon  OptiMtutitty,"  bcfoKe  this 
subcommittee,  June  o,  1074. 
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2.  The  natur)»  o{  graduate  education  and  reseatob  requires  the  federal  govern- 
ment  to  assume  a  central  role  In  financing  these  aotivUles,^  The  labor  market 
tov  highly  trained  scictntists  and  scholars  is  national  as  well  as  local  and  regional. 
Knowledge  is  part  ot  the  public  domain  and  the  advancement  of  knowledge  is  of 
national  or  international  consequence.  Neither  the  private  market  nor  local  (treda 
or  states  can  he  eafpeoteA  to  iear  the  tohote  Hr^en  of  finmoing  grt^anate  educa- 
tion and  reaearoh  ivhen  the  ienefits  are  diffused  eo  vHdelv* 

The  federal  government  also  bears  a  special  responsibility  for  graduate  study 
and  research  because  of  its  broad  obligation  toward  the  economic  and  cultural 
development  of  the  nation,  which  is  heavily  dependent  on  highly  trained  and 
broadly  educated  people  and  on  the  cultivation  of  knowledge  and  the  arts*  The 
federal  government,  moreover,  employs  the  services  of  a  large  number  of  scientists 
and  scholarSf  both  directly  and  indirectlyi  and  therefore  has  a  special  interest 
in  their  education.  The  federal  government  is  the  only  agency  that  can  redreiss 
Inequalities  and  imbalan^^  among  geographic  regions  in  the  availability  of 
facilities  for  graduate  education  and  research,  which  are  of  great  importance 
in  regional  development.  Finally,  the  federal  government  is  the  agency  best 
equipped  to  deal  with  economic  inequalities  among  persons  that  affect  opportunity 
for  advanced  study.  The  graduate  schools  with  their  educational  and  research 
programs  are  a  national  resource  of  the  first  order,  and  the  role  of  the  federal 
government  in  their  maintenance  and  advancement  is  critical. 

8.  The  stress  placed  on  the  importance  of  federal  support  for  graduate  educa* 
tion  and  research  in  this  report  does  not  mean  that  federal  aid  should  replace 
either  private  giving  or  state  support.  The  $1.0  billloh  in  private  gifts  to  colleges 
and  universities  in  1&71-1972  is  a  central  and  indispensable  source  of  revenue 
for  many  institutions,  attd  provides  the  margin  for  excellence  in  many  others. 
It  is  not  only  the  amounts  of  private  gifts  but  the  fact  that  they  provide  a 
countervailing  force  for  state  and  federal  funds  that  is  important.  With  regard 
to  state  supports  the  federal  government  cannot  be  expected  to  assume  respon- 
slblllfy  for  the  basic  institutional  support  of  state  universities.  Accordingly, 
the  health  of  the  important  publicly  supported  segment  of  graduate  education 
depends  decisively  on  the  basic  state  appropriations  for  the  public  universities. 
No  foreseeable  change  in  the  purposes  or  amount  of  federal  support  will  change 
this  basic  dependency,  indeed,  the  trend  toward  specific  state  support  of  pri- 
vate graduate  education,  developed  most  notably  in  New  tork  state,  points 
toward  an  expanded  financial  role  for  the  states. 

4.  Federal  support  for  basic  research  in  universities  and  for  graduate  students 
grew  rapidly  from  post-World  War  II  until  1968.  In  the  last  five  years,  how- 
ever, funds  for  re»fl«rch  hare^  declined  slightly  in  constant  dollar  terms  while 
M^JJ?*  fellowship  and  tralneeshtp  support  has  fallen  dramatically  from  over 
80,000  students  supported  in  1908  to  a  projected  6,600  in  FY  1974.*  In  addition 
Several  federal  programs  that  provided  semlcategoHcal  institutional  support 
linked  to  graduate  education  and  research  have  been  eliminated  or  are  being 
phased  out.  (For  details,  see  Chapter  2  and  the  Appendix  Tables^ 

In  retrospect,  it  is  clear  that  the  rapid  growth  of  federal  support,  particularly 
in  the  early  and  middle  1960*s,  could  not  have  been  expected  to  continue.  How^ 
ever,  the  rapidity  and  severity  of  federal  cutbacks  in  the  last  five  years  will, 
if  continued,  undermine  the  nation's  capability  for  high  quality  gra'Suate  educa* 
tlon  and  research.  A  reassessment  of  current  federal  practice  for  the  purpose 
JLSF^r^P*"^.  ^  ^ound  federal  policy  oriented  toward  the  requirements  of  the 
19T0*s  1ft  dearly  called  for. 

?i  As  the  graduate  schools  adjust  to  the  changed  circumstances  of  the  1970*s, 
national  efforta  should  be  directed  toward  achieving  the  following  goals  t 

mhanoinff  the  effeotiveness  and  ejfiotenoy  of  mduate  education^  schotarsUp^ 
and  rcHcareht 

Strengthening  the  national  structure  iof  graduate  education^  scholarship, 
and  research  by  supporting  strong  programs  currently  in  existence  in  all  regions 
and  ensuring  that  the  most  talented  students  are  not  denied  access  to  these 
programs. 

Discouraging  the  proliferation  of  graduate  programs,  while  ensuring  that  unl* 
verslties  have  the  necessary  resources  to  develop  programs  in  new  fields  of 
study  and  to  meet  new  social  needs.  In  a  period  of  limited  resources  for  hi«her 
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education  careful  review  and  elimination  of  weak  graduate  programs  is  one 
le^rSicKn  is  in  reSUle%        with  the  long  term  demands  of  a  com- 

Tr<i5»aora*^^^^^^^^^ 

mauHnfthfreaTS  graduate  educatloi^  to  the  needs  of  "ooUitv. 

KmSS  that  grSiate  Sation  contributes  to  the  national  couim  ment  to 
ellSnate  disdrtolS^^^^^^^  race.  sex.  age  and  «««iS^XTlnffl^^^  of 

Stimulating  changes  that  will  encourage  the  most  effect  ve  conUibution  oi 
arSte  Sulation  aud  research  to  the  solution  of  urgent  national  pwblems. 
*'£o?ra1inTres"^^^^^ 

of  graduate  programs  that  serve  part-time  and  older  students,  as  well  as  me  neeas 
"^ReSaSSfof^^^^^  goals  is  complicated  by  several  problems  and  unresolved 

peSdlng  S.D.  SuC^^^^^^        schools  do  face  major  adjustment  problems  to  a 

itottn^ottonrnh  ^iidniifA  studetits*  and  graduate  institutions  In  tbe  last  ftve  yeais 

"1!;  '„S£«>f  ffiSS  51?ia«8te  educaUon  .r.  both  i.rt™t«  «id  ™cl.l, 
^^ft' Awb's  we  endorse  the  following  principles  for  graduate  student  sup- 


89-402—74  - 

■  3^ 


.  42 

Merit  Mlomhipa.-^A.  limited  number  of  portable  fellowships,  awai'ded  In  na« 
tlonal  oompetlUon  on  tlie  baais  of  academic  merit,  to  be  used  for  doctoral  study 
\\f^^  aeademlc  diselpline.  These  fellowships  would  be  designed  to  recognlae 
Individuals  with  outstanding  inteUeetual  potential  and  to  ensure  that  no  financial 
obstacles  prevent  them  from  attending  graduate  school.  The  number  of  awards 
should  not  fluctuate  in  response  to  labor  market  conditions, 

ffioolaUeed  manpower  and  research  proflfmms.— National  programs  which  pro* 
vide  tralneeshlps  to  support  students  (or  postdoctoral  researchers)  in  new  pro. 
grams  oriented  toward  such  urgent  social  problems  as  energy  supply,  conserva- 
tion, and  d  stribution ;  health  care  delivery ;  and  the  manifold  problems  of  urban 
life,  Jnclnding  housing,  mass  transportation,  and  racial  tension.  In  the  absence 
of  traineeship  support,  the  trained  manpower  and.  research  efTorts  necessary 
to  work  toward  solution  of  these  national  concerns  will  not  be  forthcoming  in 
adeiiuate  number,  quality,  and  time.  The  tralneeshlps  would  be  awarded  by  the 
inatittition  (laboratory,  institute  or  department)  responsible  for  the  program, 
and  tjie  students  would  use  the  award  only  at  that  institution.  The  nMr  of 
awards  should  be  adjusted  to  the  best  possible  estimate  of  future  manpower 

Sje'cTtS'revlfw"  ^""'^  time  Umlts, 

inff  fmjia  for  PY  19U  to  omtime  the  National  Institute  of  Heattmationat 
tnatitute  of  Mentat  aeaith  (Nm/NIMB)  training  grant  program" 4h£lm. 

ana  health  care  of  our  proposed  program. 

Minority  Group  Pfo«>rc>».— A  vfogram  to  promote  parttrtpation  In  graduate 
education  for  historically  dis?^-^vrtntaged  minority  groups  wUl  be  sPMlfl^  in  a 

Snnfi'!l*™f/«  f  I'  P^r*'*""  for  minority  groS  student? 

will  he  a  major  part  of  the  program.  i'wi.uucMiD 

f^^^t^u  IfoPOsal /or  fUH'ling  levels  of  two  of  these  three  programs  is  con- 
tained  in  the  final  section  of  this  chapter,  ^        v>.»t,>.»^'> tou 

~^A^uJ^l^\  fellowships  specifically  for  the  purpose  of  stimulating 

additional  students  to  prepare  for  academic  careers  are  not  required.  For  this 
reason,  and  in  light  of  the  more  essential  fellowship  and  tralnSip  pro^rJms 
recommended  above,  we  do  not  recommend  funding  for  th/fellowshlp  author- 
^  Education  Amendments  of  1072.  The  ai- 

J52K*^?/r        ft"''^''^*P'.«'»''"*^  "ot     ""owed  to  expire,  howeVer°since 

'jwt^onnl  program,  oi  grants  for  graduate  students  based  on  financial  need  and 

Ixians  should  continue  to  be  a  significant  component  of  a  total  plan  for  graduate 
student  support,  V(sfc  there  are  limits  to  the  utility  of  loans.  In  indtvfdual  c^^^^^^^^ 
oans  should  not  be  so  Isrge  that  highly  capable  students  are  dls"5uraged  froS 
undettttking  graduate  work.  Several  technical  problems,  moreover  in  the  terms 
conditions,  and  administration  of  existing  loan  programs  prevSt  their  e*bSn 
much  beyond  ourn  levels.  These  problems  are  suldent&  SS  t  that  sS^^^ 
tlal  analysis,  debun>.  and  negotiation  will  be  required  to  resolve  tb"  «.  Cons", 
quently,  policymt^i<-« «!  should  not  expect  existing  loan  programs  to  continue  to  take 
"H.ii'^^y*'''*  F.*'^'-'*     i'<!d«otlon  of  other  support  programs  (pp.  65-60). 

The  Education  .amendments  of  1&72  should  be  amende<l  to  inoreasethe  indivM. 
ual  loan  limit  from  S10,000  to  $15,000,  and  to  eXteSd  EpaymenT^^r^^^  K  i6 
to  20  years.  ExpeHlmentation  by  individual  universities  with  va^al^  annual 

'Sl^.'S^S^'f^'^T  '""""^"^  '^'^ 

t.  The  national  research  effort  is  conducted  In  Universities  and  colleges,  private 
,*t!u«try,  government  agencies,  and  in  various  specialised  research  Inst  tutions; 
PhQ  emphasis  in  universities  is  primarily  on  haiAo  research  (as  contrasted  wS 
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applica  research  and  development),  and  most  of  the  nation's  basic  research  is 
conducted  In  universities.  The  federal  government  provides  over  60  Percent  of  the 
funds  for  all  basic  research  in  the  United  States,  and  over  50  percent  of  federally 
funded  basic  research  is  conducted  in  universities  and  colleges. 

The  process  of  graduate  education  is  inextricably  linked  with  researdi,  staee 
most  doctoral  programs  (and  many  master's  degree  programs)  culminate  in  in- 
dependent research,  i.e.,  the  dissertation.  In  many  fields,  »aduate  students  serv- 
ing as  research  assistants  make  important  contribution?  to  the  production  of 
research,  Moreover,  to  be  efifective  teachers,  faculties  must  themselves  engage  in 
Sive  scholarship  and  research,  particularly  at  the  level  of  graduate  education. 

The  essential  place  of  research  in  graduate  education,  and  the  central  Imm' 
tance  of  the  federal  government  in  supporting  basic  research  in  universities, 
make  federal  research  policies  of  utmost  significance  to  graduate  education.  Un- 
toSnatelyrthSrarTno  clearKJUt  guidelines  for  determining  the  "optimal'  scale 
for  the  national  effort  in  basic  research.  Growth  at  the  rate  experienced  in  the 
early  1960's  (average  annual  Increases  in  excess  of  15  percent)  could  not  be 
maintained  forever;  on  the  other  hand,  restricting  basic  research  to  what  was 
essentially  no  growth  in  real  terms,  as  in  the  last  five  years,  seems  unwise  as  a 
loSS  pSucI  Our  nation~-and  the  world-face  many  serious  problems  relat- 
ing  to  economic  productivity,  the  environment,  energy,  re^urce  depletion,  the 
dues,  health  services,  education,  poverty,  unemployment,  inflation,  internatlo^^^^^ 
affairs,  crime,  and  social  sciences,  and  humanities  is  needed,  and  h  gh ly  trained 
physical  sciences,  social  sciences,  and  humanities  is  needed,  and  highly  trained 
orofeasional  people  are  needed  who  depend  on  a  research  environment  for  their 
Sucatlon,  It  is  unlikely  that  the  present  level  of  support  for  basic  research  Is  too 
high;  on  the  contrary,  there  are  indications  that  it  may  be  too  low. 
fhe  reoort  advances  two  recommendations '.  •    .  ,  ^ 

i-^Gral  funds  for  support  of  basic  research  should  grow,  at  a  minimmi,  at 
the^Sme  ratfas  Se  giSwth  of  the  gross  national  product  (ONP)  (pp.  67-68). 

To  Implement  the  first  recommendation,  whenever  the  federal  mlssion-oriented 
agencies  shift  priorities  and  reduce  their  support  of  has  c  research,  the  research 
bttdS  of  the  National  Science  Foundation  and  the  National  Foundation  for  the 
Arts  and  Humanltlea  should  be  Increased  by  offsetting  amounts  In  order  to  main- 
tain stable  and  moderate  growth  ot  total  federal  support  for  basic  research  (pp. 

^'^sfl'ederal  support  of  graduate  education  and  research  has  been  concentrated  on 
flnandal  aid  to  students  and  categorical  grants  for  research  and  training  pro- 
S?aS"  Broader  institutional  support  has  been  provided  argely  by  states,  by 
Kte  Svlng,  and  by  student  tuition.  Although  this  federal  policy  of  specifically 
Ktlng  support  for  graduate  education  and  research  has  sometimes  worked 
sSnst  the  development  of  the  universities  as  coherent  and  balanced  institutions, 
m  Miemthat  me  dmsim  of  mponslMUty  for  h  gher  edUGaUon  wMon  has 
been  eSim  om  the  past  ZS  years  is  fundamentalty  smnd,  mmety,  that  the 
(SZrS  the  pHmte  sector  assume  respammuty  far  o»e>;««OH  o/ 
ZTtmmm  and  that  the  federal  oovemnmt  assumes  iiwreasim  respmsimty 
R/SnSff  of  students,  research  <ind  selected  iMtitutionat  proamns  in  the 
IZ&lSZ.  ihe  federal  government  has  provided  semlcategorical  inst  u- 
tlonXild  In  ttie  form  of  cost-of-educatlon  allowances  accompanying  fellowshios 
and  trXeeships.  supplemental  aid  accompanying  research  grants,  development 
gSants,  and  grants  and  lonti«  tot  buildings  and  equlptnent-but  most  of  these 
programs  have  been  suSstantlally  reduced  or  phased  out. 

We  recommend  the  following  program}*  ,  ^^^^  , 

Co9t-of. education  allowances  accompanying  existing  and  recommended  federal 
fellowships  should  be  continued  and  increased  in  amount  to  reflect  the  rapid 
cost  increases  that  have  occurred  In  the  past  decade  (p.  77) .  ^  ,  „„  i.^ 

NatSl  IS  Foundation  *(N8P)  aad  NIH  reseurch  supplement  gra.its 
complementing  federal  project  grants  should  be  continued  (p.  77) . 

The  Smmended  spwlallzed  manpower  aud  research  iirograms  would  iticiude 
funds  for  associated  institutional  costs  in  addition  to  traineeshlp  support.  l?hese 
Sants  awSd  thw^    the  federal  mlsslon-orlented  agencies,  would  be  similar 
,fo  the  NlTtrainK  with  the  institutional  support  component 

usA  for  such  exSes  as  special  eduipment,  renovatton  of  facilities,  and  salaries 
fot  faculty  and  support  staff  (pp.  77-78). 

4»«Mmmended  funding  lewis  for  theae  pwgtfatnB  are  eoatahJid  In  the  final  section  of 
this  Chapter. 
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Futidlng  of  tlio  Kenovnl  institutional  support  provisions  of  the  Education 
.  Amenaments  of  197a  (Title  X,  See.  1001)  should  be  based  on  a  separate  assess- 
ment of  the  needs  of  all  sectors  of  postsecondary  education  (p.  78). 

0.  TJie  complexities  Inherent  in  university^federal  government  relatioushlos 
create  a'  need  for  improved  forms  of  analytical  and  policy  coordination  at  tlie 
federal  level : 

We  strongly  emphasize  the  need  for  improved  information  and  analysis  as  a 
critically  important  first  step  in  the  long  run  process  of  developing  sound, 
flexible,  and  responsive  policies  to  guide  university-federal  government  rela- 
tionships.  The  American  Council  on  Education  should  convene  conferences  to 
discuss  and  develop  a  frameWorlt  for  analysis  and  to  allocate  responsibilities 
along  specific  private  and  public  groups  for  securing  cohsistent  and  timely  data. 
^fLSP^"**,**?"  improved  information  and  analytical  structure  would  reciuire 
additional  funds,  and  Congress  would,  in  our  judgment,  be  wise  to  supply  the 
necessary  resources  for  an  improved  system  (pp,  81-83). 

We  urge  the  Science  Adviser  to  call  together  the  heads  of  the  major  federal 
agencies  involved  in  support  of  graduate  education  to  discuss  methods  for  antici- 
pating and  minimizing  the  harmful  effects  upon  universities,  graduate  educa- 
funding  (pp^^sa^Si)*"^       sudden  changes  in  federal  policy  and  in  levels  of 

We  support  the  current  efforts  in  Congress  to  introduce  a  greater  degree  of 
"u^u^^^^T  appropriations  process  and  to  redistribute  committee 
^n!f  ?  *°  ^^^^^  educational  matters  together 

more  coherently  in  the  House  Committee  on  Education  and  Labor  and  in  the 
Senate  Committee  on  Labor  and  Public  Welfare  (p.  84). 

tJif  ES^n**^  7.!^"""        Joint  Education  Committee,  similar  to  the 
Joint  Economic  Committee,  which  would  have  a  role  in  education  and  dis- 
semination, without  considering  substantive  legislation  (p.  84). 
A  iM  ^^^.^^i*"^  teAeval  officials  have  expressed  a  desire  for  proceduraa  to 
develop  standard  and  comparable  cost  figures  for  programs  of  higher  education. 

^fldrn*l.®5».?i"T'?'''^/"?  "^I^  complex  analytical  probleks  confront  his 
effort  at  the  level  of  graduate  education  and  research,  and  existing  technlaues 
for  generating  such  cost  flgjires  are  not  adequate.  This  topic  is  considered  In 

3ntSL*"„/n^VP/'"?'"V&  ''T''*  Fr^erick  B.  Bafterston  of  the  Unl. 
versity  of  California  at  Berkeley  (pp.  87-109). 

A  PoSmVB  PROOttAM 

The  main  elementc  ?*  cuv  yooit've  program  for  federal  i)oU»'y  towaid  jyrmiitnfo 
r  ^T"?**^'^.^  below,  together  with  an  estimffi  ^cost  fff  pro^ 
fiTii^t^^^  developed  in  light  of  the  currently  existing  federal  progrSms 
and  levels  of  support  for  graduate  education  and  research,  wrbelfeve  that 
our  program  and  recommendations  will  strengthen  th^e  national  K 
graduate  education  and  research  by  improving  those  federal  prSgram  w^^^ 
are  presently  inadequate,  by  pointing  out  some  of  the  eSing  prSms  Jh  eh 
have  proven  to  be  particularly  effective  and  productive;  and  by  proSin?^^^^^^ 
federal  responsibilify  in  other  areas  which  are  in  the  natiotml  interest" 
fJLTu^ti^^^^^^  recpm»«tidations  are  not  based  on  a  "scientiflc 

JlTJ«l/n«^ *  ""J'l^^^y  desirable  level  of  support;  rather,  they 
rrf«cWsrclleTS.tt^^^^^^  ^^'^  ««« 

ORAbUAta  sryBBN'r  swpori? 
i.M^Hi  fetlowaMpa,  to  be  awarded  In  national  comnetitioh  on  the  hnaia  nf 

for  ^ff^v  f  f  •  l'"!^^!?/  f"^y  Potable,  three  yeTSor^aid^ 

for  study  in  all  acedemic  disciplines.  Each  fellowship  would  be  accomMnM 

w«  S"««Va;S?^*     providing  the  graduate  training. 
■  ^  new  awards  per  year.  Wiis  means  that  the  number  of  awards 

S  vJa/T«U^254f¥  J?i  \.^''''"*tP'  t^e  seniors  graduating  from  college 
SriiilJB'^'  ^^^^^  National  Science  Poundat  on  currentlv  awards  fiftft  ati^h 
SSKS'S/C'  i"n  biological,  and  sociS  sC^^ 

mettfltttiott  calls  tot  an  addltlotiftl  1,800  awards  amumllv.  A  «imihfm«nflt*f 

foi*  the  Humatdties,  with  the  total  number  of  awards  apportioned  between  the 
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two  agencies  lo  relation  to  the  size  ana  nuiaber  o£  eligible  disciplines  under 
their  pwpvlew.  Assuming  an  average  stipend  of  C3,B00  per  student  and  a  cost, 
of-educatlon  allowance  of  ?4,B00,»  when  fully  funded,  the  program  would  support 
6,000  students'  at  an  annual  cost  of  $48  million  (Table  1). 

TABLE  ».~MERIT  FELLOWSHIPS 


Total  prosram  <newand 
continuing  awards 

Value  year 

Duration* 
years 

Number  of    ^  , 
students    Total  annual 
per  year  costs 

Terms  per  student: 

  3 

6f000  $48*000*000 

1  Cost*of«edueatlon  allowance  in  lieu  of  tuition  to  be  app 

lied  toward  the  institution's  costs  of  providing  graduate  training* 

2.  Specialized  manpower  and  research  programs,  providing  B-year  grants  to 
universities,  and  enabling  them  to  develop  high  priority  programs  for  research 
and  graduate  training  directed  toward  solution  of  urgent  national  problems. 
The  grants  would  Include  graduate  student  (or  postdoctoral)  support  In  the  form 
of  tralneeshlps,  and  funds  provided  to  the  Institutions  for  dissociated  program 
costs  such  as  faculty  salaries,  equipment,  and  support  personnel.  The  grants 
would  be  awarded  to  universities  on  the  basis  of  national  competition. 

Approximately  70  new  grants  per  year  should  bft  ai^*arded  over  a  3-year  period, 
reading  a  steady-state  level  of  roughly  200  projects.  Based  on  prior  experience 
with  this  form  of  support,  $300,000/year  per  project  would  be  a  reasonable  esti- 
mate of  average  project  costs.  The  total  finnual  investment  would  therefore 
approximate  $20  million  the  first  year,  $40  million  the  second,  and  $60  million/ 
year  whon  the  full  program  level  Is  reached  (Table  2) . 

TABLE  2.-SPECIALIZi:0  MANPOWER  AND  RESEARCH  PROGRAMS 


Total  program  (new  and  continuing  awards) 

Valuperyeafi 

Duration* 
years 

Number  of    ^  .  , 
Institutional      students    Total  annua] 
awards       per  year  costs 

  5 

200        ^5*000  $60*000*000 

i  AnDroxImaleW  SO  nsrcent  ot  the  funds  would  be  used  for  support  of  predoctorel  students  (or  ustdoctotal  rssearthers), 
IflclXg  tB  andWper^c^^^^^^^  toward  the  UistltutTon's  cos  of  providing  the  orogram. 

» instiluirons  w^^^^^^^  %  per  Jtted  to  support  postdoctoral  researchers  as  well  as  graduate  students  according  to  thelf 
program  needs. 

Approximately  half  the  funds  would  be  used  to  support  both  graduate  students 
and  postdoctoral  researchers,  tip  to  5,000  predoctoral  students  could  be  supported 
ott  these  programs  at  full  funding  levels.  .  „„«t.i«j«„4.i„« 

3.  A  minorttv  jmip  proomm,  .designed  to  promote  successful  participation 
by  historically  disadvantaged  minority  groups  In  graduate  education.  Provisions 
will  be  specified  In  a  foi'thcomlng  report  of  NBGE.* 

COMPABAWVB  NOtB  OK  S'f  tJOBNt  SUi'POBT 

In  IfiOS  over  81,000  graduate  students  were  supported  on  federal  fellowships 
and  ttalneeshlpsi  under  the  program  recommenaed  above,  up  to  11,000  students 
per  year  would  be  supported,  a  level  roughly  80  percent  below  «»e  1068  high. 
If  the  Nm/NlMKt  training  grant  programs  are^  added  lh»  more  than  60,000 
students  received  financial  support  from  federal  fellowships,  tyameeshlps,  and 


graduate  feltowshlDS 
m  of  m  feliowahlps 
legislation  ml  6e 


tmJnlng  grants  \n  im.  ThlB  compares  with  appvoxlmately  20,000  students  who 
mm  bo  siippomvj  midor  our  recomwenaedl  program  plus  the  recent  appropria* 
tlon  tot  tJie  NJi?,/NlMH  programs; 

We  propose  thnt  federal  sup)  »'^  lot  basic  research  should  grow,  af  a  mini^ 
mnu  at  the  same  rate  as  the  ^  %iwth  of  QNP.  Table  3  shows  the  difference 
between  actual  expenditures  and  recommended  expenditures  that  would  have 
occurred  had  this  recommendation  been  la  effect  since  1968. 

TABIE  3,-FEOGRAl  EXPENDITURES  FOR  SASIC  RESEARCH 


A  i  ,  *    J.1  .  t*xpeitd!ta«s  under 

Actual  expenditures         N8QE  recommendation 


Year 

.Amount, 
(miillons) 

Percent  of 
QNP 

(million?)  & 

Percent  of 
QNP 

0,27 
4  26 
t25 
.23 
.21 

$2,3S4 
2,542 
2  730 
2  921 
3|M9 

0.27 

.28 
«28 

a7 

Oifferencft 
(millions) 


4S05 
+624 


Th!8  rccommeadtttlou  should  not  be  applied  retroactively  }  the  above  table 
l8  for  Ulustratloii  ttttrposes  only.  We  do  propose,  however,  that  our  recom. 
ntendatllon  bo  applied  from  this  time  forward. 

iNSwrDMONAii  awroB* 

1.  OQit-of-eatmtim  attowanoes  accompanying  each  federally  supported  follow- 
ship  flhoold  be  Increased  to  $4,60O/year  to  reflect  In  part  the  rapid  cost  Increases 
that  have  occurred  in  the  past  decade.*  tThe  allowances  should  be  reviewed 
periodically  and  inovcased  when  necessary  to  maintain  their  value  in  real  terms, 
These  allowances  would  be  applicable  to  the  6,000  merit  fellowships. 

2.  NSF  and  mu  rmafch  aupplem&nt  mnta  should  be  maintained,  with 
funding  levels  set  as  a  modest  percentage  of  fedetal  research  project  grants.  We 
endorse  the  Ft  im  C6ngressional  appropriation  of  approximately  $60  million* 
for  the  NIH  Oeneral  Research  Support  Grant  Program  and  recommend  that  this 
funding  level  grow  modestly  as  federal  suppott  for  reseaifch  increases.  l*he 
current  level  of  support  for  the  NSF  Institutional  Grants  for  Science  ($0.« 
mlllton  shostld  oe  increased  to  rdughly  $20  million  for  im  to  restore  the 
proportion  of  instlt«tlOMal.to.proJect  support  that  prevailed  in  the  late  IMO's 
before  the  phase  out  began. 

3.  Smtattded  manpotm  and  mmroh  pmmms'nontixih  an  institutional  sup- 
port component  for  costs  associated  with  the  programs.  Koughly  80  percetit  of 
the  recommended  annual  funding  level  of  $60  million  (Table  2)  would  be  applied 
toward  instlttttio«ml  expenses. 

This  chapter  is,  necessarily,  only  a  brl^f  outline  of  our  principal  conolu-slons 
and  positive  prograni.  subsequent  chapters  contain  additional  conclusion »  and 
recommendations  which  we  believe  are  important  to  an  effeetfive  federivii  role 
in  graduate  education  and  research,  A  number  of  other  Issues  are  also  Idchtifled 
as  being  of  national  concern,  although  a  direct  federal  role  Is  not  proposed. 

*  *  *  ♦  ♦  $ 

CttAWiat  4--G«A0ttAW!  Stt/pKM*  StJMOttl' 

Graduate  students  meet  the  costs  of  tuition,  fees,  books,  and  living  t«penses 
In  a  variety  of  ways.  Typically,  students  or  their  spouses  earn  somi^  money 
whii<^  enrolled  or  during  vacation  periods}  they  draw  on  their  own  or  their 

♦pn^the  bftsls  df  ftnat  esowUiide,  we.  efttlmale  that  .ipprtotljajfttAly  0,01)0  ttwdoeloMl 
^To  ptftiei  ittflatm  sltico  1968, when  the  ot  $iMo  mt  «tttabll&iiddi  the  altowflttcdN 
» See  footnote  8.  p,  6,  M  flutttiflcfttwn. 
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family's  assets?  some  ro-seive  fellowship  smnls,  nntl others  borrow.  To  provide 
a  factual  backdrop  for  the  dlfeeusslon  which  follows,  some  salient  facts  frora 
NSP  surveys  of  graduate  student  support  In  over  2,700  academic  deimrtmeuts 
will  be  useful  (Table  7)**  Two  trends  In  this  large  sample  are  of  major  signifi- 
cance. ^Phe  first  Is  a  40  percent  decline  in  the  number  of  students  who  secured 
their  major  support  from  federal  fellowships  and  tralneeshlps  over  the  period 
1060-1072.  The  second  Is  a  23  percent  Increase  In  the  number  of  students  for 
whom  self-support  was  the  major  source  of  financing.  Self-support  means  em- 
•  ployment  (of  the  student  or  the  spouse),  loans  or  family  assistance.  There  has 
thus  been  a  very  substantial  shift  over  a  4.year  period  from  support  of  graduate 
students  by  society  through  fellowships  to  self-support  through  gifts,  loans, 
and  earnings. 

TABLE  7.--CHANQE  JN  SOURCES  OF  MAJOR  SUPPORT  FOR  FULUIME  GRADUATE  STUDENTS,  2,706  ACADEMIC 
DEPARTMENTS  IN  THE  SCIENCES  AND  ENGINEERINO,  1969-72 


Number  of  students 
using  source{s) 

Change,  196^72 

Sources  of  major  support 

m 

1972 

Number  Percent 

25,558 

  11  728 

M  27,690 
......        31  518 

.......  8,935 

15,271 
10  492 
26  713 
33  547 
29if38 
8»820 

-10,287  -40.0 
-1  236  ««10.0 

-977  -3.3 
+2,029  +6.3 
H635  +23.4 

*-U5  -l.O 

124,381 

-4,951  -3,8 

Source!  National  Science  Foundation  data  from  "Survey  of  Graduate  Student  Support.**  ComDarable  data  Provided  by 
2,7%  a(^de^^^^^^  Data  Include  students  iit  natural  and  sociat  sciences  and  engineering  but  not  In  humanities 

or  professional  schools. 

This  chapter  is  concerned  with  aspects  of  graduate  student  aid  that  are  per* 
tlnent  to  federal  policies  over  the  next  few  years*  The  first  section  considers 
the  rationale  for  federal  fellowship  and  traineeship  support,  while  the  second 
section  earamines  the  feasibility  of  relying  on  loans  as  a  major  source  of  support 
for  graduate  students* 

Much  of  the  public  interest  in  subsidising  graduate  education  derives  f  rptn  the 
belief  that  such  training  yields  national  T)eneflts  not  whoUy  captured  by  the 
people  educated.  These  are  manifest  in  a  more  productive  labor  force,  economic 
and  social  leadership,  and  broad  advancement  of  the  culture*  The  existence  of 
such  benefits  argues  not  for  fellowship  programs  that  cover  only  a  fraction  of 
ail  graduate  students;  rather.  It  argues  persuasively  for  providing  subsidies  to 
graduate  schools  to  that  the  charges  to  all  graduate  students  will  be  less  than 
the  full  cost  of  producing  their  graduate  education*  The  charges  Imposed  upon 
potential  graduate  students  must  not  be  so  excessive  as  to  discourage  large  num- 
bers from  enrolling  lu  graduate  schools,  thereby  losing  the  potential  social  benefits 
from  their  advanced  education.*  (In  principal,  this  goal  could  be  accomplished 
by  giving  all  students  fellowships,  but  that  would  simply  be  an  administratively 
expensive  way  to  accomplish  a  reduction  In  net  charges*)  The  rationale  for  selec- 
tive fellowships,  not  available  to  all,  must  be  one  that  distinguishes  on  the  basis 
of  some  puMlc  purpose  between  those  receiving  grants  and  those  excluded*  Among 
the  rationales  that  have  been  suggested  are  those  associated  with  ''social  mobil- 
ity/* "speciallsied  manpower  and  research  requirements,**  and  "merit*"  These  are 
discussed  In  turn* 


ivo  acadomlo  dotiart meats  in  th(l 
>»ieni  bioiouicAi,  ana  socmi  sciences,  auq  are  oroaaiy  representativo  of  neuerai  .troads* 
NSP  dewrtm^^  surveys  from  which  the  dnta  Wfere  takea  ftre  tfio  most  detallod 
sources  of  Informatiott  on  ffraduato  stttdent  sutJpwt  available*  Siacft  the  data  aro  provided 
by  dottartmeut  chairmoti^tfid  major  madeauacy  of  the  surveys  are  futtds,  such  as  the  G*I* 
surwhich  are  disi^ersed  directly  to  the  stufdent  and  do  not  mat  m  university 's  accouatiag 

^^2*Auliou«h  we  believe' that  mime  edueatloa  yields  ttatloual  betieflts.  precise  measure* 
mm  ftttd  evaluation  of  the  ma^ttitudes  ihvolved  ha\e  not  been  possible*  ^Tudgmehts  on  tui« 
tiott  levels  thus  retain  an  Tmportaat  poiitleai  dimdusiott* 
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Many  people  bellijvo  UiUt  uudorgvttdunto  aid  should  provide  access  to  htghor 
edttcatlott  for  needy  students  and  by  analogy  that  Similar  aid  should  be  avail- 
able  to  graduate  students.  Actually,  the  two  situations  are  not  wholly  com- 
parable.  'I'he  reasons  for  giving  graduate  fellowship^  are  different  from  those 
for  giving  grants  to  undergraduates,  The  rationale  for  giving  grants  to  aeedy 
undergraduates  is  based  on  the  following : 

1.  OJhe  belief  that  If  such  students  were  treated  Hhe  everyone  else,  If  they 
faced  the  same  tuitions  and  had  the  same  aaccess  to  loans,  they  would  enroll  and 
persist  lu  college  at  a  much  lower  rate  than  the  rest  of  the  population ;  and 

2.  he  belief  that  such  differential  enrollment  rates  would  be  undesirable 
because  the  sons  and  daughters  of  low-income  families  would  be  effectively 
barred  from  positions  of  high  status,  which  would  be  tilled  disproportionately 
from  relatively  wealthy  families.  **Upward  mobility,*'  regarded  as  an  Important 
social  value,  would  be  effectively  curtailed. 

These  two  considerations  justify  hasing  grants  to  undergraduate  students  on 
their  parents*  economic  positions.  The  purpose  Is  to  reduce  the  cost  of  college 
to  young  men  and  women  from  low-income  backgrounds.  Does  this  justification 
apply  as  well  at  the  graduate  level?  Should  we  have  a  grant  program  ha«ed  on 
the  economic  status  of  parents  of  graduate  students  ? 

The  social  mobility  argument  is  weaker  at  the  graduate  level.  First,  It  Is 
plausible  to  argue  that  17*year*old  high  school  graduates,  having  bad  little  con* 
tact  with  highly  educated  people,  no  contact  with  legitimate  uses  of  credit,  and 
no  firm  career  plans  might  resist  entering  college  unless  they  receive  substantial 
grant  support.  With  some  exceptions  to  be  noted  subsequently,  however,  these 
arguments  are  generally  less  convincing  In  the  case  of  22«year*old,  college* 
educated  persons  who  have  planned  careers  at  least  to  the  extent  of  having 
chosen  Holds  for  graduate  study. 

Second,  even  ff  college^educated  students  from  low-Income  homes  would  fall 
to  enroll  In  graduate  studies  because  of  a  lack  of  grant  assistance,  the  cdnse* 
QUeni^es  of  such  a  failure  for  mobility  and  poverty  elimination  are  not  necessarily 
adverse.  College  graduates  are  not  likely  candidates  for  poverty,  and  the 
difference  in  prospects  for  positlotm  of  high  status  between  college  graduates 
in  general  and  graduate-trained  persons  Is  small.  For  the  most  part,  then,  the 
most  that  need-based  graduate  fellowship  assistance  can  accomplish  Is  to  move 
some  students  from  low-income  backgrounds  up  a  notch  within  the  mlddle-tO'« 
Upper  middle  Income  range. 

Perhaps  the  most  persuasive  reason  for  not  undertaking  a  large  need-based 
grant  program  at  the  graduate  level,  however.  Is  the  difficulty,  both  practical 
and  philosophical,  of  linking  such  aid  to  the  comparative  financial  status  of 
parent.^  of  graduate  students.  Many  graduate  students  are  In  their  middle  or 
late  twenties,  are  often  married  and  have  families,  and  are  clearly  Independent 
of  their  parents.  It  is  hard  to  see  how  a  national  program,  modeled  on  the 
undergraduate  Basic  Opportunity  Grant  concept,  could  be  applied  fairly  or 
uniformly  given  the  wide  age  range  of  graduate  students. 

MiKoamtJs 

One  group  for  whom  the  above  argument  may  not  hold  Is  disadvantaged 
mlnojfltles  (blacks,  native  Americans,  Ohicanos,  and  Puerto  Hlcans).  Part  of 
their  reluctance  to  enroll  in  graduate  study  is  due,  understandably,  to  the  urge 
to  earn  n>ouey  ()Ulckly  that  is  comtnon  to  many  first«generatlon  college  graduates. 
Part  Of  the  reluctance  Is  also  due  to  cultural  factors.  Minorities  largely  attend 
colleges  where  graduate  study  is  not  encouraged,  and  they  are  often  unfamlllaif 
with  careers  based  on  graduate  education  and  regard  these  careers  as  not  open 
to  them.  Moreover*  the  stability  of  our  i^ociety  does  depend  iti  part  on  our  mak** 
ing  progress  in  raising  the  proportion  of  minority  piaople  pursuing  certain  careers 
for  which  graduate  education  Is  prerequisite  and  only  by  increasing  their 
numbers  in  the  professions  will  we  be  able  to  tap  a  large  reservoir  of  unused 
talenti  Examples  of  two  professional  fields  where  minorities  are  underrepre* 
sented  are  medicine  and  college  teaching,  ttnless  the  proportion  of  minority 
persons  In  these  fields  rises,  our  society  will  be  worse  off.  This  Will  he  especially 
so  if  we  continue  to  insist  ou  affirmative  action  programs  for  college  faoulties, 
without  ensuring  an  adequate  supply  6t  trained  minorities  to  make  such  Programs 
viable. 
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We  are  convinced  that  It  ts  important  for  the  'tuleral  govet-nment  to  play 
iSS  bi  cWdered  M  completinglhis  section  o£  the  present  report, 

BPEOUtMRO  MANFOWEB  AND  RKBBABOH  PROOBAMB 

In  tin  earlier  rerwrt.  we  argued  for  allowing  the  lalwr  market  to  deteriutno 
the  flllLuSHf  iXr  and  car^r  training,*  but  there  are  inatances  where  market 
SrnSwiU  not  orodu^^^  and  trained  manpower  iu  the  volume  and 

&  the  muirS  weet  social  needs. 

Sri  eoTOrnment  may  embark  upon  a  large-scale  program  to  develop  alter* 
Mtlve  enSrS  floS?cesTr^^^^^  research  alent  and  advanced 

SnSiB  Sttes.  The^     lag  iSat  would  occur  before  market  forces  8enMat«« 
SnSS  f?r  and  training  would  impose  heavy  (and 

"TttlKslffpoSStfi  Sfltoft?  to  combine  a  stimulus  to  research  with  training 
«i.l2rflmBTav^  Sn  m^^^  ih  the  biomedical  field,  New  areas  of 

?^'^<iLfaS&tot  tlX.  iXuK  distributed  on  a  competitive  basis 
a  ^erittl  and  efficient  means  for  hastening  the  development  of  a  field  of 
tavlsBion  irorderto  cr^^^^      centers  of  strength.  This  mode  of  support 

"*&we*Kw*"u?£nt  prfssures  to  produce  information,  ideas,  and  experts 
m  fields  X?e  tiie  £wledge  and  the  tr^  people  prereauisite  to  a  solution 
do  ¥ot  eSst!  nS?  Sowledge  and  trained  people  are  urgently  needed  to  dea 
StrthfSroblS  of^ e^^  supply,  conservation  and  distribution;  the  full 
tm^t  fflSSJs  iat  a&t  S  cities,  including  si^'^^rt&^LH'ft 
homilntf  and  transportation,  the  problems  of  racial  tension  and  conflict,  and  the 
dJlS  JfhSlthTrrobviouK  more  than  new  knowledge  and  ^aiaed  P«^^^^^ 
AwT  BMdflS  to  solve  these  problems,  but  they  w  11  not  be  solved  without  them. 
o^vJSMt  MtioTis  nM.  as^  in  many  fielda  over  the  past 

twrSes  S  cStSpSus^^^^^^^  institutions  of  higher  education  have 
reacted  and  ffiptS  to  nSuonal  needs  as  expressed  through  the  actions  of 

^«t^es&«,^ffi^^^ 

S&s!  To        ^^^^^  such  federal  programs  a;i^<>  ."l^f  aS.W?e^^^^^^ 
ttttued  too  long,  they  should  be  given  a  definite  time  "»nit^8\lW^* 
Ke  special  programs  are  not  a  subst  tute  for  the  market,  but  are  intendea 
to  stSoXtransit&nSand  thus  need  strict  time  limits.  A  «arefui  expansion 
federal  aid  for  gradu^  education  and  research  in  .these  critical  ar«as,  mon  tored 
carefully  to  ensure  that  needs  are  real  and  that  tje  jP^-lW^'i^^^^^^ 
productive,  is  a  necessary  part  of  ft  national  effort  to  deal  seriously  with  urgent 

^TovmfflS  of  these  programs  should  be  stressed.  «'if?tv*i.?,,^feL?! 
federal  doUars  and  the  number  of  araduate  students  8«PP0ft«lwi  i  ?S«n*h 
over,  time  as  the  needs  of  society  change.  Second,  «lnce  the  rationale  for  such 
programs  is  based  in  part  on  the  need  for  new  knowledge,  masimum  flexibility 
in  SV  the  programs  Should  be  encourag^.  Itt  »"«cu»ar,  the  use  o^^^^^^ 
doctoral  researchers  In  place  of  graduate  «t««e«t»J»»^l>»*iiLl^^^ 
decision  made  at  the  program  level.  Third,  funds  for  the  P»^«§»«»»8  «"^^alK 
Istratlon  of  the  competitive  award  process  would  be  odged  In  the^^^^^^^^ 
missionH)riettt6d  federal  agencies,  e.g.,  the  EJuvironmental  P^otf  "on  Agency  for 
envitonmental  programs,  NIH  for  health-related  programs,  the  United  States 
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Depnrtment  of  Transportdtton  for  programs  focused  on  problems  of  urban  trans- 
portation systems.  Fourth,  the  programs  need  not  (and  rarely  would)  lead  to 
the  development  of  new  academic  departments.  Instead  they  would  serve  to  bring 
•together  professors  and  graduate  students  well-trained  in  baste  disciplines  for 
purposes  of  concentrating  on  solutions  to  problems  reQuiring  an  interdisciplinary 
approach.  The  goal  is  not  to  foster  new  (and  faddish)  Ph.  D.  programs  that  lack 
a  base  in  soUd,  underlying  disciplines,  but  rather  to  provide  an  incentive  for 
well-trained  individuals  to  work  together  In  flexible  structures  that  transcend 
departmental  boundaries  on  problems  requiring  the  insight  of  more  than  one 
diacipune.  Qraduates  of  such  programs  could  be  expected  to  carry  with  them  a 
problem<solving  orientation  and  a  respect  for  the  contributions  that  several  dis- 
ciplines can  make  to  such  efforts. 

These  targeted  research  and  training  activities  illustrate  with  particular  force 
two  principles  underlying  well-designed  programs  of  federal  support  for  grad- 
uate education.  The  first  is  the  tightly  interlocked  nature  of  advanced  education 
and  research.  The  second  iS  the' need  to  provide  foods,  not  only  for  student  sup- 
port, but  also  for  the  unive  ttUy  which  offers  the  advanced  training.  The  students 
or  postdoctoral  researchers  who  can  learn  best  and  contribute  most  in  special 
areas  of  resenrch  must  be  carefully  selected  on  the  basis  of  background,  motiva- 
"?5.  ^Jr  iptel"g«ace,  and  support  funds  must  be  available  in  the  volume  and 
with  the  timing  required  for  the  effective  development  of  the  total  effort. 

we  strongly  endorse  recent  United  States  congressional  acttor  in  appropriat- 
ing funds  to  continue  the  NIH/NIMH  training  grant  programs,  which  accom- 
plish mnny  of  the  objectives  in  the  areas  of  biomedical  research  and  health  care 
of  our  proposed  program.  Continued  funding  of  the  training  grant  programs 
with  modest  annual  increases  and  with  continuous  peer  review  of  the  individual 
grants  would  be,  in  our  opinion,  wise  public  policy. 

x^^*!''..*^^."^^  programs  to  be  funded  through  other  federal  agencies  we  offer 
the  following  guidelines!  . 

The  grants  should  vary  considerably  in  sisie  but  average  approximately  $300,000 
^U.S^*>  ^Vl*  *¥.  expectation  of  6-year  funding,  subject  to  review. 
^Wlth  considerable  individual  variation,  roughly  50  percent  of  the  average  grant 
should  be  allocated  for  graduate  student  and  postdoctoral  stipends  (Including 
tuition  for  the  graduate  students),  and  60  percent  for  institutional  expenses  re- 
3o\JS?  'Mownt  the  new  program.  If  the  average  graduate  student  received  a 
$3,500  stipend  and  if  tuition  payments  averaged  $2,600,  requiring  $6,000  per 
graduate  student,  the  average  grant  could  support  26  graduate  students  per  year. 
The  use  of  postdoctoral  researchers,  with  stipends  averaging  $10,000,  would  re- 
duee  the  number  of  graduate  students  supported  accordingly. 

Although  the  total  volume  of  such  grants  would  fluctuate  from  year  to  year 
as  national  requirements  change,  we  anticipate  that  approximately  200  grants 
per  year  should  be  supported  once  all  agency  programs  have  been  started.  This 
would  require  annual  expenditures  of  approximately  $60  million  and  would 
support  a  maximum  of  6,000  graduate  students  per  year  (less  if  postdoctoral 
researchers  were  employed). 

« JiLti'^P^^^^""^^.''^  P^«««^l  «  8.year  period,  with  roughly  70  new 

programs  funded  each  year  until  a  level  of  about  200  grants  Is  reached.  Bxpendl- 
S  i"i  ^^t  f^t^t  pM  mm  be  $20  million,  $40  million  in  the  second,  and  $60 
million  In  the  third  and  subsequent  years. 

Pedei'ttl  agencies  that  should  find  value  in  supporting  such  programs  include 
fflL«5®t;.^.lJi!S***^y**'^?H  following}  Atcmic  Energy  CJommlsslon,  Notional 
S«itS«?«f°«^"/'"J^'*^,**5i^^^ly  in  the^Reeeareh  Applied  to  National  Needs 
?«2^MA"J'^Pffi*I?,*°**'Ff,*l'?»\®^^^^^  an^  Welfare  (including  National 
tettn^^'AEl^^^l^^^^^^^  Pnited  States  Office  of  Education),  Environmental 
rt«Sl^*'iS"  Agency,  Department  of  Trttnsport«*ion,  Department  of  Housing  and 
trban  Development,  Department  of  Labor,  National  Endowment  for  the  Hu- 
matilties,  and  the  National  Aeronautics  and  Space  Administration. 

mm  AWAfius 

In  ttddltion  to  the  previous  two  programs,  a  strong  case -can  be  made  for  a 
»rogf am  of  federal  fellowships  based  on  undergraduate  academic  merit.  To  ensurft 
iliSl^  gifted  young  people  In  each  college  graduating  class 

''1^5.."?J'"i"^*"^  to  attendance  in  the  graduate  school  of  their  choice,  to 

encottrage  their  attendance,  and  to  enhance  the  tone  of  both  undergraduate  and 
f  ilfi  ?iS  prov  ding  Mcognltlon  for  high  intellectual  accomplishment, 

a  limited  number  of  portable  "merit  fellowships"  can  be  justified.  American  sool. 
if  J  \ 
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ety  confers  awards,  trom  PresWentai  Medals  on  doWn,  for  outetanding  perform- 
ance  in  a  great  many  endeavors.  At  present,  there  are  few  avaUable  ways  for  me 
United  States  to  coni'or  honors  for  excellence  In  undergraduate  work,  at  least  on  a 
naUonal  level.*  A  nationally  competitive  fellowship  program  is  a  sensible  way  to 
convey  the  valne  and  significance  that  the  nation  attaches  to  outstandlngjnder. 
graduate  acadumlc  achievement,  while  also  ensuring  that  the  very  talented  have 
access  to  graduate  education.      . .  .        .  ;    .  ^„„*„ 

The  ©rogram  that  follows  from  this  discussion  consists  of  merit-based  grants,  of 
modest  number  and  dollar  amount,  modeled  on  the  existing  Nf  Pfedoctw^^^^^ 
lowshlp  program,  bnt  extended  through  the  appropriate  federal  agendos  to  coyer 
aU  academte  discipUnes.  Although  there  is  no  scientific  way  to  determine  the 
pwper  number  of  awards  required  to  achieve  the  purposes  just  discussed,  the 
following  are  offered  as  guidelines!    ■        ^    ■         .  . 

Approximately  2,000  new  awatds  should  be  made  each  for  graduate  study 
In  any  academic  discipline  leading  to  the  Ph.  D.  or  similar  degree.  ^ 

The  term  of  the  feUowshlp  should  be  three  years  with  an  annual  award  to  the 
student  of  approximately  $3^500.  A  cost-of^ducatlon  allowance  to  applied  to- 
ward  the  cost  of  the  student's  educatton  and  accepted  by  the  university  in  lieu  of 
tuition  should  accompany  each  award.  „  «ii««,j«„ 

The  fellowships  should  be  "portable,"  attached  to  the  young  scholar,  allowing 
him  or  her  to  study  In  the  graduate  school  of  his  or  her  choice. 

The  NSF  Predoctoral  FeUowshlp  Program  currently  awards  500  new  fellow* 
ships  each  year  In  the  physical,  biological,  and  social  sciences.  Under  our  recom- 
mendation, the  NSF  wogram  would  be  expanded,  and  the  concept  would  be  ex- 
tended to  all  academic  disciplines  by  establishing  a  counterpart  program  at  the 
NKaWndowment  for  the  Humanities.  The  distribution  of  f el  owshlps  between 
Stwo  agenX  should  be  governed  by  the  sIm  and  number  of  eligible  disciplines 
Sder  thflr  SSvlew.  With  approximately  800,000  bachelor's  degrees  awarded 
each  year,  2,000  merit  fellowships  would  represent  roughly  %  of  1  percent  of  this 
poSl  of  poteffil  graduate  students.  A  program  of  this  si«e,  focused  exclusive^ 
onualSrshould  be  a  permanent  feature  of  federal  support  for  graduate  educa- 
tion, not  fluctuating  with  chan^ng  labor  market  conmtlons. 

Tke  portability  of  prisse  fellowships  Is  a  matter  of  some  dispute.  Jt  is  entirely 
DOssibleTln  some  fields,  for  nearly  all  the  fellowship  recipients  to  be  concentrated 
.  in  a  few  graduate  departments.  This  would  conflict  with  the  often  expre«fied  goal 
of  stwtainlng  many  gMgraphlcally  dispersed  centers  of  excellence.  Excessive  con- 
centSon  of  brain  power  is  not  In  the  best  interests  of  graduate  education  or  of 
the  nation.  But  the  merit  fellowship  program  is  not  an  appropriate  vehicle  for 
rSuclng  such  coSSentratlon.  Very  able  scholars  should  be  allowed  to  pursue  their 
SSal  interests  wherever  they  see  the  greatest  gain,  which  Is  consistent 
wlKe  «f  reeXlce  principle"  that  we  support  in  the  selection  of  .fields  of  study.' 
ffivalid  cScern  for  regional  centers  of  excellence  should  be  met  by  supporting 
Stmte  prSSs  of  high  duality  capable  of  attracting  the  best  students,  rather 
than  by  constraining  student  choice. 

miOWSHIPS  IM  A  SE00N»  BEST  WOtttO 

This  section  amplifies  the  limited  number  of  special  purjwse  fellowship  p^^^ 
arams  recommended  thus  far.  The  programs  we  have  endorsed  provide  a  base  for 
fra&te  SrSnTreducib^^^  minimum.  But  these  programs,  even  in  combina- 
K  witt  aid  onlVa  small  fraction  of  the  expected  number  of  SMM^SS'J 
much  smaller  proportion  than  were  aided  under  federal  fellowships  and  trainee- . 

^Wmost  S*grffite  education,  federal  student-aid  policy  capnot  be  discuss^ 
in  isolSion  from  tesearch  and  institutional  support  Programs  at  boti^  toe  Jed^^^ 
and  state  levels.  Non-fellowship  holders  will  have  te  finance  their  studies  through 
rSS  asTstanSitw,  teaching  asslstantships.  and  by  loans  and  othe*  forms  of 
SKpport.  Our  Sftlon  on  fellowships  depends  on  how  adequately  public  bodies 

TfffiSrP  wSf^^^^^^  the  one  recommended  in  this  chapter  can 
only  iSeSsed  provided  to^^ 

orexpand  tiie  number  of  research  asslstantships,  (2)  state  governments  maintain 
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Of  expand  support  of  teaching  a8Sist4)nt»hips»  ana  (8)  tuitions  for  graduate  .stu« 
dento  rise  no  more  tlian  is  ^^ompatible  with  reasonable  debt  levels  for  graduate 
studentWi 

Beasonable  here  means  reasonable  in  the  eyes  of  the  students— not  so  high  as 
to  discourage  the  enrollment  of  those  able  to  both  benefit  from  graduate  eduea« 
tipn  and  contribute  more  productively  to  society  with  their  graduate  training. 
While  lifetime  earnings  attributable  to  graduate  education  obviously  play  a  major 
role  in  determining  how  much  debt  students  will  find  ac?ceptable,  it  does  not  fol- 
low  that  students  wiU  be  willing  to  incur  debts  up  to  the  point  where  their  in- 
come gain  is  just  sufficient  to  pay  ott  their  indebtedness.  Student  behavior  is  gov« 
emed  in  part  by  attitudes  toward  risk  and  uncertainty  that  cannot  be  easily 
assessed  a  priori  for  purposes  of  policy  determination.  Thus,  there  is  no  valid 
way  at  present  to  calculate  the  amount  that  students  should  be  willing  to  bor- 
roWf  even  though  such  calculations  have  been  made. 

If  research  support  falls  to  keep  pace  with  Inflation  or  if  the  assistantslvip 
component  of  research  funding  decUnee,  if  states  fail  to  maintain  teaching  assist- 
antshlp  levels,  If  student  loan  programs  fail  to  be  adapted  to  meet  rising  charges 
(see  the  next  section),  or  if  borrowing  by  graduate  students  is  pushed  to  the  mint 
where  significant  numbers  of  able  students  are  discouraged  from  continuing  their 
education— *then  the  proposed  base  fellowship  program  would  be  inadequate 
whatever  Its  theoretical  desirability  under  favorable  circumstances.  If  several 
of  these  adverse  conditions  should  materialize,  the  continued  existence  of  quality 
graduate  educatf  an  would  be  in  doubt,  and,  in  that  event,  a  significant  increase 
in  the  number  of  federal  fellowship  would  be  necessary. 

These  considerations  raise  two  Issues  of  federal  fellowship  policy.  First,  there 
is  a  need  for  a  standby  capacity  for  federal  fellowship  support  In  the  long-run, 
this  capacity  should  be  flexible  enough  to  accommodate  whatever  emergencies 
may  arise.  The  feliowship  program  authorisjed  under  Title  IX,  Part  B  of  the 
Education  Amendments  of  1972^should  be  kept  on  the  books,  to  be  employed 
In  the  event  of  significant  cutbacks  in  other  forms  of  aid  or  failures  of  loan  pro- 
grams to  meet  graduate  student  needs.  Second,  though  the  kind  of  breakdown 
that  Would  warrant  a  massive  increase  in  fellowships  has  not  yet  occurred,  a 
series  of  policy  moves,  already  heguut  could  bring  about  such  a  breakdown,  our 
report  has  previously  discussed  the  decline  in  federal  fellowships  and  in  re- 
search support,  and  the  next  section  examines  several  reasons  why  federal  loan 
programs  may  not  be  able  to  pick  up  the  slack  in  graduate  assistance.  To  tliese 
we  would  add  the  projected  reduction  in  number  of  veterans  eligible  for  O.I, 
Bill  benefits,  the  slowdown  or  decline  in  undergraduate  university  enrollments 
which  may  erode  teaching  assistantship  support,  and  recent  advocacy  by  several 
groups  of  accelerated  advances  in  tuitions  at  public  institutions  (especially  at 
the  graduate  level).  If  several  of  these  events  coincide  (n  tlie  next  few  years, 
a  crisis  is  likely.  With  so  many  contingencies  and  so  much  at  stake,  careful  and 
continuous  monitoring  of  programs  that  support  grnduate  education  Is  essential.' 

LOANS  AS  A  COMPONENT  0^  OBAtotTATK  STUt)KN'r  BVPPOWC 

We  believe  that  loans  are  a  sound  component  of  a  total  iiackage  of  supijort  for 
graduate  students.  As  a  matter  of  policy,  loans  on  reasonable  terms  should  be 
encouraged,  but  within  certain  important  guidelines  which  set  limits  on  loans 
as  a  component  of  graduate  student  support. 

In  fact,  federally  guaranteed  student  loans  are  increasing  rapidly  as  a  means 
of  graduate  student  support.  In  1669,  68,000  graduate  students  borrowed  an 
average  of  $1,012  for  a  total  of  $64  million.  By  11)72,  the  nunilmr  of  graduate 
student  borrowers  had  increased  to  118,000  and  the  average  loan  increasod  moder- 
ately to  $1,148  for  a  total  of  $120  million,  double  the  lOOO*  level.'  This  iwcvme 
helpe<l  to  offs*»t  the  sharp  decline  ih  federal  fellowships  and  traiUGeship  sui>i)ovt« 

The  central  policy  question  is  whether  there  should  he  a  substantial  ftirther 
shift  towards  loans  as  a  primary  source  of  graduate  j^tudont  support.  If  fellow* 
ship  support  is  provided  along  the  lines  advocated  in  this  report,  loans  would 
necessarily  become  more  significant,  but  would  remain  part  of  a  pluralistic  and 
diverse  system  of  student  rupport* 

860^^^072.  Title  IX.  part  b»  .  ,  . 

•  Thlfii  fiubject  li.d!80UM6d  In  ^$^gr  detail  In  phttpter^.t)!).  81-83. 
^  Data  provided  by  U.S<  Offlde  of  Bduofttion,  Divlsfon  t^t  Insured  Loaud. 
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The  principles  which  should  unae*«U'd  loans  as  an  element  of  graduate  student 

^ITinrsbould  not  be  relied  upon  as  a  substitute  for  the  fellowship  programs 
outlined  in  this  report,  for  we  believe  each  of  these  programs  has  a  souna 

**2° Loans  should  be  a  supplemental  source  of  Income  for  those  eligible  for 

'TfotSoso  graduate  students  who  do  not  twelve  fellowship  under  an  ade- 
quate feUowshlp  program,  as  defined  In  this  report,  loans  would  be  one  major 
source  of  support,  together  with  teaching  and  research  asslstantship,  and  family 

'^^t Sttniversity  should  know  the  mix  of  earnings,  loans,  gifts,  an?  sti^njs 
available  to  each  graduate  student  so  that  serious  inequities  among  students  can 

''^5!  There'should  be  a  ceiling  on  the  total  indebtedness  which  students  may  incur. 
The  ceiling  should  be  high  enough  so  that  students  can  borrow  substantial  sums 
for  gVaduate  as  well  as  undergraduate  study,  but  low  enough  so  that  students 
will  not  be  permitted  to  load  themselves  with  an  excessive  long-term  debt. 

6  There  should  be  continuing  experlmentaUon  by  individual  «n»jwsmes  ^^^^^ 
new  forms  of  repayment,  including  extended  time  i^rlods  repayment  and 
methods  for  relating  repayment  to  abillty-to-pay  as  determined  by  earnings 
after  graduation. 

DEFIOIENOIES  OP  THE  FEDEBAI*  OUABANTEED  LOAN  PBOGBAM 

Given  these  principles,  existing  loan  programs      deficient  In  a  number  of 
important  respicts.  First,  In  many  parts  of  he  country,  'ederal  y  guaranteed 
S  are  difficult  to  obtain  unless  a  student's  faml  y  has  established  banWng 
contacts.  Graduate  students  are  more  likely  than  o^er  students  to  live  away 
from  their  parents  and  to  be  Independent  of  them.  Their  own  banking  connec- 

"ttSatet^rutSn^^^^^^  rate  charged  to  the  sjjd^^^^ 
by  law,  the  guaranteed  student  loan  program  Is  severely  squeezed  lu  tight 
money  periods.  Some  flexibility  was  added  In  1969  when  new  legis  atlon  allowed 
the  government  to  pay  supplementary  Interest  (up  to  3  percent  per  a^^^^ 
to  lenders.  But  Judging  by  the  events  of  the  summer  of  1973,  this  fiexlbl  Ity  has 
not  been  enough  to  offset  the  unattractlveness  of  student  ^oaus  In  J^rlodj^  w^^^^ 
alternative  Investment  yields  are  rising."  The  Impact  of  the  new  sewnd^^^^^ 
market  for  student  loans  (through  the  Student  Loan  Marketing  Association)  is, 

*%l5rd,"t£Seral  program  ^permits  a  maximum  annual  loan  of  $2.5W 
a  debt  total  for  combined  undergraduate  and  graduate  borrowing  of  ?10,W0. 
These  ceilings  limit  the  number  of  graduate  students  who  can  finance  a  substan- 
tlal  portion  of  their  education  with  GSL  program  loans.  However,  because  the 
annual  limits  were  lower  r.$l,S0O)  in  past  years,  most  graduate  s  udents  today 
probably  have  accumulated  much  less  «  ebt  than  the  new  limit  all^^^^ 
few  years  at  the  higher  annual  debt  limit,  the  $10,000  total  debt  lltnlt  will  begin 

*°P?iiaMy,  under  the  1072  Education  Amendments,  In  order  to  qualify  for  sub; 
sidles  un  ler  the  federal  loan  program  a  student  must  prove  'Ihmnc  al  need 
in  the  amount  of  the  lonn.  The  "need  analysis'  on  whlcli  t^atkm  s 

usually  based  is  designed  for  younger,  dependent  students.  «^iid«ate  stude^^^^ 
face  maior  problems  under  this  needs  test.  Some  graduate  students  are  likely 
to  fall  the  test  of  Independence  and  thus  have  tlieir  "need'  "'f^Uf^V  ^  a  V 
"expected  family  contribution,"  when  sUch  contribution  Is  not,  in  fact,  received. 
(Wnsubsldined  loans  are,  in  principle,  available,  for  amounts  in  excess  of  cal- 
culated need,  but  such  loans  are  rarely  extended.)  Moreover,  to  the  extent  tMt 
graduate  stud«nts  qualify  as  Independent  students,  they  face  very  stlfl!  requlrcil 
contributions  from  their  own  and  their  spouses',  assets  and  earnings.  In  fact, 
sHtdent-need  analysis  for  independent  students  is  very  much  a  primitive  ait. 

wnin>«»itf  AiiBiist  (ind  Sctitcwbef,  tieiik  mouttis  for  student  loattf.  the  number  of  student 
hftifSiMs  wn«  down  33  1978  ffom  the  1071  leve  ,  nnd.lotitt  volume  wfts  down 

ss'Knt^ofp/Te'sftme^  tf^^^^^^  money"  mma  and  the  ptob. 

ferns  introduced  by  the  "neods  nnftlysis"  dlseussed  below. 

u  Some  states  lu)t)ose  even  lower  debt  limits. 
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No  one  knows  what  are  reasonable  ^apectations  of  contributions  for  such 
students.  Arbitrary  toughness  has  been  substitutoi}  for  the  many  years  o£  expe- 
rience needed  to  learn  the  needs  of  students.  ^. 

.-* 

PROBLEMS  mm  PROPOSED  BB^^XSIOI^S  OF  LOAN  STATUg^ES 

These  problems  of  access  and  adequacy  in  the  operation  of  existing  loan 
programs  are  generally  conceded,  but  tnany  argue  that  fairly  simple  modifl* 
cations  in  existing  legislation  would  solve  them.  However^  the  needed  modi* 
flcations  raise  such  complex  issues  that  further  substantial  expansion  of  federally 
guaranteed  loans  for  graduate  students  in  an  unrealistic  expectation.  Moreover, 
the  lack  of  solid  underlying  research  means  that  the  changes  will  bave  to  be 
made  piecemeal.  Accordingly,  it  will  be  some  time  before  loaqs  can  offset  fur- 
ther significant  reductions  in  other  sources  of  graduate  student  support. 

One  proposed  modification  is  elimination  of  the  interest  subsidies  in  the  loan 
pi;ogram  and  removal  of  the  ceiling  interest  rate,  because  the  interest  subsidy 
is  an  ineffective  way  to  stibsidiste  education,  while  the  interest<rate  ceiling  diverts 
funds  from  student  loans  in  periods  of  tight  money.  However,  withdrawal  of 
government*paid  interest  for  enrolled  students  would  make  bank  lenders  less 
interested  in  student  loans  since  the  interest  subsidy  allows  each  bank  to  make 
one  combined  billing  for  interest  to  the  federal  government,  rather  than  numerous 
individual  billings  to  students.  This  effect  might  be  offset  by  a  removal  of  the 
interest-rate  celling,  but  the  fact  is  that  no  one  knows  how  the  flow  of  capital 
through  the  banking  sector  would  be  affected  by  such  program  changes.  What 
is  known  is  that  the  cost  of  loans  to  students  would  rise. 

Several  recent  proposals  suggest  removing  the  dependency  of  QBh  on  com- 
mercial banks.  For  example,  student  lending  could  become  mainly  a  function 
of  colleges  themselves,  with  capital  provided  in  large  part  by  the  Student  l4oan 
Marketing  Association  (Sally  Mae)«^  Alternatively,  the  nation  could  move  to 
a  direct,  government  loan  bank.^  Many  tough  problems  that  have  not  been 
seriously  studied  would  arise  in  carrying  out  such  proposal^:  How  would  the 
interest  charge  be  determined?  Would  all  classes  of  students  or  institutional 
lenders  be  treated  the.  same?  The  implementation  of  unsubsidisied  loans  made 
primarily  by  non*banks  is  still  some  years  off,  and  will  only  occur  after  a  great 
deal  more  stndv. 

While  the  1973  annual  loan  limit  of  $2,600  is  a  reasonable  maximum  for 
graduate  students,^*  the  lifetime  debt  limit  of  $10,000  is  clearly  Inadequate  for 
graduate  students^  A  special  higher  limit  of  up  to  $16,000  should  t)e  allowed  for 
those  who  undertake  graduate  education,  and  this  Un^it  should  be  reviewed 
periodically.  At  the  same  time  repayment  periods  of  up  to  20  years  should  be 
allowed  in  lieu  of  the  present  10  years. 

Llftiiig  the  debt  limit  and  permitting  lengthier  repayments  would  lead,  how- 
ever, to  a  iiumber  of  unresolved  policy  issues.  One  is  that  existing  reltauco  on  com* 
mereial  bank  lending  could  not  contim^e  because  banks  complain  that  even  the 
existing  10*year  term  is  too  long.  Second,  if  only  those  who  incur  debts  above 
some  limit  can  have  a  lengthened  repayment  term,  rules  will  have  to  be  estab- 
lished to  determine  which  lender  must  consolidate  and  rewrite  the  loans.  What* 
ever  the  arrangements  might  be,  the  extension  of  loan  repayment  terms  would 
require  a  substantial  revision  of  the  institutional  arrangements  that  now  exist 
in  the  federal  gtmranteed  loan  program,  and  this  will  take  time. 

Finally,  loans  can  be  made  a  more  acceptable  means  of  financing  graduate  edu- 
cation by  reducing  the  apprehension  of  borrowers  that  repayment  may  impose 
too  much  of  a  burden  on  them  in  years  of  low  earnings.  This  can  be  accomplished 
in  a  number  of  ways*  One  way  Is  to  allow  the  annual  loan  payment  to  vary  in 
amount  depending  upon  the  income  earned  each  year*  We  endorse  experimental 

^  iJSome  of  thesg  t>osalbnitle«  are  dkousfled  In  D.  firucd  Johnstotta,  iteio  Paitms  for 
Ooitm  Lemm  <N6W  York  t  Columbia  Prestf,  1972),  Chapter  6.  '  / 

^f^OttW i»<»i/f  (New  York? McOraw^Hiilj  1078)  ,  , 

14  Some  people  would  argue  that  students  ehouid  be  able  to  borrow  foregoae  earaitigit  as 
weli^a»  direct,  costi^i  Which  would  raise  the  aohual  limitu  to  the  $0)000  ssonoi  Clearly,  this 


duestlofi  is  ittter related  with  the  matter  of  whether  the  loans  are  iubsidissed  and  with  What 
happens  to  tuitions. 
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tloii  with  such  plans,  as  advocatea  In  the  report,  ifipfter  muoation:  Who  Pamt 
Who  Beneflt$t  Who  Should  Payf  of  the  Oamegle  Commission  on  Higjier  Edu* 
cation.''  The  loan  programs  in  operation  at  Harvard,  Yale  and  Dufce  share  this 
feature,  and  it  is  hoped  that  additional  universities  will  undertalce  such  programs 
until  ^  national  plan  is  implemented,  Beallsm  dictates,  however,  that  such  private 
plans  not  be  viewed  as  a  majer  source  of  loan  funds^  ■  ,  ' 

A  more  radical  departure  from  existing  loan  programs  would  reduce  the  risks 
of  investment  in  education  even  further  by  allowing  partial  cancellation  of  re- 
payment obligations  for  low  earnings  borrowers.  The  Yale  plan  Involves  tliis 
feature,  mutualiaing  the  risk  across  the  cohort  of  Yale  borrowers.  The  Carnegie 
Commission  has  recommended  a  similar  provision  in  the  event  of  catastrophloally 
low  earnings,  with  the  amount  forgiven  covered  by  public  subsidy. 

If  the  federal  government  Is  eventually  to  endorse  some  kind  of  risk  reduction 
program  for  borrowers.  It  will  have  to  settle  the  questions  of  Institutional  versus 
federal  programs,  the  degree  of  risk  Insurance  to  provldo,  and  the  proper  focus 
of  subsidization  for  unsuccesjjful  borrowers.  These  issuos  are  difficult  to  resolve. 
They  have  received  little  serious  study  or  debate,  and  since  it  is  unrealistic  to 
expect  any  early  -resolution  of  these  Questions,  even  Income-contingent  loan  plans 
with  some  element  of  federal  support  caniiot  be  seriously  considered  as  a  source 
of  substantial  additional  loan  funds  for  graduate  students  in  the  foreseeable 

future.  .        ,  ,  .    i.  ^  1.  , 

In  summary,  federal  loan  programs  have  been  able  to  fill  gaps  in  student  need 
during  the  past  few  ye^rs.  But  without  modification,  these  Programs  cartnot 
continue  to  meet  growing  student  needs.  This  means  either  that  the  loan  programs 
must  lie  changed  or  that  other  forms  of  aid  must  bridge  the  gap.  Most  of  tlie  modi- 
fications to  existing  loan  programs  that  would  be  necessary  to  make  them  effec* 
tlve  forms  <^f  aid  to  graduate  students  have  been  Inadequately  studied.  Many 
key  policy  Wsues  need  analysis  and  resolution  before  changes  can  be  made.  More- 
over, the  basic  question  of  l^ow  much  indebtedness  graduate  students  should  be 
expected  to  Incur  must  be  resolved.  We  recommend  the  following  t 

Establishment  of  a  commission  to  review  the  applicabljlty  of  .federal  loans  to 
support  graduate  students  and  pvopose  answers  to  questions  raised  In  this  report. 
The^  commission  should  specifically  consider  the  loan  proposals  of  the  Carnegie 
Commission.  .  ^ 

Amendment  of  the  fiducation  Amendments  of  1072  in  the  light  of  these  recom- 
mendations, with  immediate  increase  in  the  debt  limit  up  to  $16,000  and  the 
repayment  period  up  to  20  years  for  graduate  students.  -       ^  •  ■ 

Continuing  expc^mentatlon  by  individual  universities  with  programs  designed 
to  lessen  the  burden  of  borrowing  and  to  reduce  the  risks  incurred  by  graduate 
student  liorrowers.  .  .  *  . 

Continuing  experimentation  by  Individual  universities  with  methods  for  taking 
financial  need  Into  account  When  designing  financial  aid  pt*ograms  for  graduate 
students. 


CsAmn  ft— iNSTiTtJtioNAt  Svmnt 

A  third  Wajor  category  of  federal  aid  to  graduate  education  and  research 
is  institutional  support.  The  distinction  between  support  of  students  and  research 
on  the  one  hand,  and  Institutional  support  on  the  other,  Is  not  sharp.  For  example, 
When  fellowships  and  tratneeships  are  awarded  to  particular  institutions,  these 
represent  a  form  of  aid  io  those  Universities.  These  federal  grants  aid^  the 
university  In  recruiting  capable  students,  and  relieve  pressure  on  its  own  student^ 
aid  I'unds.  In  addition,  tuition  paid  by  the  student  recipients  flow  to  the  institu- 
tional treasury.  Similarly,  research  grants  or  contracts  assist  in  Institutional 
development  by  financing  new  equipment  and  additional  faculty  and  staff,  by 
enriching  the  educational  environment  for  both  students  and  faculty,  b:^^  pro- 
viding aid  to  students  through  research  asslstantshlps,  and  by  relieving  presf^ure 
on  institutional  research  funds.  Categorical  grants  designed  for  specific  pur* 
poses  such  as  student  aid  and  research  may  sometimes  lead  to  unbalanced  growth 


Catnegie  Cotttmisfiloa,  Bigh^f  BducaMnt  Vfho  Pmt  Who  BmfiM  Who  ShouM  PmU 
op.  Ol^iPP.  11S-*121. 
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of  Universities;  there  is  no  doubts  howevert  that  they  4o  encourage  Institutional 
development  andt  in  tbat  sense,  represent  institutional  support.  Moreovert  im- 
balances can  sometimes  be  partially  corrected  through  the  internal  budgeting 
process  of  universities,  especially  in  a  time  of  broad  general  growth.  Grant 
funds  infused  into  the  one  department  may  enable  the  university  to  shift  some 
of  its  own  funds  to  other  departments* 

At  the  opposite  extreme  from  categorical  grants  are  the  general  unrestricted 
institutional  grants  available  to  all  institutions.  When  the  funds  are  provided 
in  this  manner*^without  selection  of  institutions  and  without  designation  as 
to  how  they  should  be  spent— their  effect  on  graduate  education  will  depend 
upon  the  internal  decision*mtkkin8  process  within  universities.  Such  aid  is 
likely  to  be  diffused  widely  throughout  the  institutions  andt  therefore!  to  affect 
graduate  education  and  research  only  indirectly. 

Between  the  two  extremes  are  federal  Institutional  grants  which  might  be 
called  semlcategorical  grants.  These  are  neither  designed  fo!^  narrowly  specific 
categorical  purposes  nor  are  they  distributed  unselectively  to  all  institutions 
of  higher  education.  Included  in  this  group  are  grants  to  institutions  supple* 
menting  awards  of  fellowships  and  traineeships ;  grants  supplementing  research 
awards ;  grants  or  subsidized  loans  for  builOlng  construction ;  and  grants  spe* 
ciflcally  designed  for  broad  dev^'opment  of  graduate  study»  scholarship  and 
research  in  institutions. 

This  section  will  be  concerned  primarily  with  semlcategorical  forms  of  Instltu* 
tional  support  as  they  relate  to  gr iduate  education. 

m^mii  POMC^: 

For  a  variety  of  reasons^  not  all  of  them  consistent,  the  federal  government 
has  been  conservative  or  reluctant  in  its  use  of  institutional  support.  Federal 
policymakers  have  tended  to  favor  forms  of  aid  that  will  produce  specific 
results  closely  related  to  federal  administrative  responsibilities  in  defense, 
space,  agriculture,  etc.,  and  that  are  clearly  vested  with  the  national  interest 
in  a  way  easily  e:xplained  to  the  public.  They  have  tried  to  retain  considerable 
control  over  the  use  of  the  funds  and  to  impose  fairly  strict  accountability. 
The  federal  government  has  generally  avoided  the  kinds  of  institutionid  aid 
that  would  involve  such  wide  dispersion  of  funds  that  direct  results  could  not 
be  identified,  and  has  leaned  toward  support  of  excellence.  Policymakers  have 
Intended  that  the  federal  contribution  should  augment  the  contributions  of 
the  stales  and  the  private  sector  and  not  substitute  for  them.  In  addltloni  recent 
policy  has  placed  higher  priority  on  openl^ig  up  opportunity  for  students  through 
student  aid  than  on  the  support  of  institutions.  Many  federal  officials  have 
expresi^ed  the  belief  that  unrestricted  institutional  aid  would  not  be  the  most 
effective  way  to  increase  opportunity  for  students  or  improvi:^  quality  of  instruc* 
tion  and  research.  For  all  these  reasons,  having  varying  degrees  of  plausibility, 
the  federal  government  has  tended  to  concentrate  iti  efforts  on  student  aid  and 
researchi  proceeding  in  a  more  limited  way  in  the  fleU'i  of  institutional  aid. 

This  posture  has  been  tenable  on  the  assumption  that  someone  else— the  states, 
local  munidpalitiesi  private  donors,  and  tuition*paylng  students^-would  provide 
adequately  for  the  basic  operation  of  the  institutions.  It  has  been  based  on  a  rough 
division  of  responsibility  in  which  the  federal  government  Would  provide  sub- 
stentlal  support  for  students  and  research,  and  certain  other  fairly  limited  forms 
of  aid  to  institutions,  while  primary  responsibility  for  the  institutions  would 
come  from  other  sources.  More  recently,  another  concept  uuderlylng  this  policy 
has  been  that  revenue  sharing  might  eventually  be  a  vehicle  of  federal  assi.  ♦ftnce 
to  states  and  localities  in  bearing  their  higher  edaoational  burden. 

Out  of  these  many  considerations  has  emerged  present  federal  policy.  Chapter  2 
outlined  the  development  of  federal  support,  the  reiaulting  distribution  of  federal 
funds  for  graduate  student  support,  research  support,  and  institutional  support 
connected  with  graduate  programs  for  FY  1972  is  displayed  in  Table  ft  These  data 
show  that  the  majority  of  federal  support  ha;^  been  categorical  aid  for  students 
and  for  research,  with  only  7.2  percent  available  in  the  semicategorlcal  form  of 
institutional  support  described  abov6«^ 


i  Codt*of*educatioti  .allowancds  accdmpanyltt^  fellowi^faips  and  irain^slitps  and  tuition 
Daytttents  accontpanylng  trainintf  gifants  are  included  in  the  studejii  support  flares.  Re* 
search  afiaiatanti^mbs  are  incmdedln  the  r^fioarch  auuport  fi$m.  Federal  funds  for  aemi* 
CAtojafoHcal  institufiotial  support  mte  considdifably  larger  in  fiscal  1068.  See  Appeudist 
Table  A.ia. 
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TA8LE  9.«**KDERAl  fUNOS  TO  UNIVERSITIES  AND  COLLEGES  FOR  GRADUATE  EOMQATtON  AND  RESEARCH  BY 
PROGRAM  AND  TYPE  OF  SUPPORT,  FISCAL  YEAR  WZ  . 

(In  millions  of  dollars] 

Federal  funds  to  graduate  education  and  research,  fiscal 
year  1972 


Cateflory  offends  Student      Research    Institutions  Total 

Fellowships  and  tralneeships   U3.9  U3. 9 

Tuning  gfajlts*..—.-  67.6   69-3  136*9 

Work-5tu3y<CWSP)   i?.9   0.9 

Gl  benefits;...^...   210.0  *   210,0 

Re$«afchinddevelopnient;,-i  *  -   1,788.0   ...  1,78|.0 

General  science  support  •  -   67.0  67.0 

Loanst  ^  .35.0 

^  '  Direct  student  loans  (NOSLVv.  17.2   ..•.j.,  

.  QuarantHd  student  loans  (OSL).  17.8  *  ..^.m*....*^..-*. 

Capital  <R.  &  0.  planl)....-.  y.-.  >   36.9  36.9 

TotaL.  ;  *   437.4        1,788.0          173.2  2,398.6 


Source:  App.  table  A.13. 

Federal  policy  In  slii^pott  of  graduate  education,  ischolardhip,  and  research 
raises  a  fundamental  iqiu^stion  about  the  locus  of  decision-making.  To  what  extent 
should  it  be  lodged  in  federal  agencies  -and  to  ^^hat  extent  in  the  universities? 
Categorical  aid  tends  to  place' the  decisions  in  the  agencies,  whereas  aid  in  less 
restricted  form  tends  to  place  the  decisions  in  the  universities. 

lu  the  area  of  research,  the  university  is  the  principal  place  in  our  society 
where  ideas  can  t>^  copsider^  for  their  own  sake  and  where  there  are  a  few 
restrictions  imposed  by  the  need  for  practical  results.  As  dis(!Ussed  in  the  previous 
cliapter,  this  kind  of  unprogrammed,  liure  research  turns  out  to  be  immensely 
practical  in  the  long  run,  serving  as  the  fountaluhend  of  most  ,of  our  scientlflc 
and  technological  progress.  Emphasis  on  outside  decisions,  often  motivated  by 
short*run  considerations,  tend  to  weaken  dejision-mnklng  within  the  university^ 
and  may,  if  carried  too  far^  impair  the  national  research  effort,  '  '  ) 

In  the  area  of  graduate  student  support,  the  same  considerations  apply*  t)e- 
cislons  about  which  fields  and  spe<?ialtie8  to  support  may  l>e  made  by  the  agencies 
tiirough  forms  of  student  aid  designed  to  meet  specific  projected  manpower  needs  t 
or  they  may  be  made  through  the  relatively  free  choices  of  students,  who  are 
influenced  by  values  internal  to  the  university,  by  advice  of  professors,  i^nd  by 
labor  market  considerations.  Excessive  emphasis  on  outside  declsions^^pedally 
in  view  of  the  parlous  state  of  manpower  foi?ecasting-^an  warp  student  choices 
Just  as  much  ns  excessive  reliance  on  uninformed  free  {ihoioe  may  lead  to  im* 

The  ^oal,  of  course^  is  balance-^between  outside  and  Inside  decisionmaking,  for 
both  research  and  graduate  education.  To  achieve  this  balance  is  perhaps  the 
most  critical  problem  of  American  higher  education  today.  Many  observers 
believe  that  faculties  and  administrations  have  traditionally  had  excessive 
decision-making  power  and  that  universities  have  not  been  sufficiently  responsive 
to  social  needs.  A  two-pronged  eflfort  .  has  beon  launched  in  recent  years  to 
strengthen  outside  Influences  and  thus  .increase  the  social  responsiveness,  of 
tmlversities.  One  approach  has  been  through  political  means  such  as  increased 
intervention  by  governors  and  legislatures,  creation  of  statewide  coordinating 
agencies,  and  imposition  of  spedfle  conditions  fnr  federal  aid.  The  other  has 
iwh  to  introduce  stronger  elements  of  the  price  system  into  the  financing  of 
untver.^lties.  _      .       ^        .  ...... 

t;iider  an  oxtfeine  version  of  the  price  system,  unlvorHltles  would  price  their 
instrttctlon  to  students  at  or  nenr  full  unit  cost  j  students  would  be-  financed 
Independently  of  the  universities  j  tmlvprsltles  would  sell  their  research  on  con* 
tract  to  government  and  httslnesM,  and  their  public  services  hi  tlie  nmrkot,  Vnder 
this  system,  tmlversltles  ^.vould  deiietid  for  their  existence  ui>on  meeting  outside 
dcnmnds  and,  tluis,  becomf*  totally  dependent  on  the  dictates  of  the  marketplace. 
At  the  oppoKit^  extreme,  universities  could  be  financed  entirely  by  unrestricted 
aiiproprtutioiiJ^,  gifts,  and  endowment  Iticome,  controlUhg  all  their  own  student 
aid  funds.  In  tlii«  system,  declslon*maki»)Jt  would  lie  largely  with  tae  faculty 
and  administration,  though  it  wotild  be  broadly  responfijve  to  outside  sources  of 
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itmds  80  that  apprcqprtations  and  gifts  would  keep  flowing^  We  believe  that  tbe 
desirable  distribution  of  power  lies  between  the  extremes  of  the  price  system 
and  total  support  in  the  form  of  unrestricted  funds.  The  history  of  higher  educa* 
tion,  however,  dtrongly  suoports  the  view  that  some  degree  of  academic  self- 
determination,  reinforced  by  substantial  unrestricted  funds,  is  conducive  In  the 
long  run  to  tbe  advancement  of  learning  and  to  the  sound  education  of  students. 
It  would  be  hard  to  find  a  university  where  academic  greatness  has  been  asso- 
elated  with  continuing  and  heavy-handed  outside  control,  The  importance  of 
academic  8elf*determination  is  sometimes  overlooked  in  the  present  contest  for 
control  of  the  university. 

All  of  these  considerations  suggest  that  federal  policy  for  graduate  ' education 
and  research  should  be  directed  toward  balanced  institutional  developments 
academic  self  determination,  and  stability  as  well  as  toward  training  apeciflc 
types  of  learned  persons  and  advancing  particular  branches  of  knowledge.  >We 
heU^be  that  the  divialon  of  mpondibility  for  higher  eAx^coifUm  which  hafi  'been 
ei>t1^ii^9  aver  the  past  SS  yearn  is  imdamentallv  eomAi  wmely^  that  the  states 
and  ihe  private  sector  aeeum^  reaptmibiUty  for  haaio  operation  of  the  imtitu^ 
tions  nnd  that  the  federal  ffovemment  aaaums  ifwreaaing  reaponHMUty  for  the 
finandiny  of  atudent$t  rmarcht  md  aeleoted  inatitutional  progr^ma  in  the  national 
intereat^ 

Since  the  institutions  are  the  prime  source  of  both  graduate  education  and 
basic,  research)  the  quality  of  the  future  product  depends  upon  their  essential 
soundness  as  centers  of  learning.  Tbus»  a  perennial  questlo|i  remains.  To ^ what 
extent  should  the  federal  government  give  support  to  br^^ad  institutional  develop- 
ment as  a  supplement  or  an  offset  to  its  categorical  programs?,  { 

FouoT  omoNS  ,       -  ; 

There  are  many  wayf  of  providing  general  institutional  support  for  gkduate 
education  and  research.  The  following  are  examples : 

1.  Totally  unrestricted  isupport  for  all  institutions  of  higher  education,  regard*' 
less  of  their  role  in  graduate  education  and  research  (only  a  sinall  part  Of  such 
aid  would  flow  into  graduate  education  and  research ) ; 

2.  Totally  unrestricted  grants  awarded  only  to  Institutions  engaged  signifi- 
cantly in  gradtmte  education  and  research ; 

3.  Grants  awarded  t6  all  qualified  Institutions  subject  only  to  the  restriction 
that  the  funds  be  used  for  graduate  education  and  research ; 

4.  Relatively  broad  granti^  but  awarded  (1)  with  conditions  relating,  for 
example,  to  program,  institutional  Quality^  geographic  area,  sl^se  of  institution, 
enrollment  of  minority  students,  or  scope  of  research  effort;  and  (2)  with  re* 
strictlons  on  the  use  of  the  funds,  for^xathple,  to  support  research,  to  support 
graduate  study,  to  provide  fellowships^  td  purchase  equipment  or  to  strengthen 
faculty, 

This  tV'turth  category  illustrates  that  the  demarcation  between  institutional  ^Id 
and  categorical  grants  is  not  a  sharp  linoi  Determing  when  a  grant  is  to  be 
classified  as  institutional  aid  and  how  many  conditions  and  restrictions  will 
Justify  It^i  classification  as  a  categorical  grant  is  arbitrary. 

1.  Federal  revenue  with  the  states  in  the  belief  that  some  of  the  shared  f undi^ 
would  find  their  way  to  graduate  education  and  research  as  needed  i  and> 

2.  Incentive  grants  to  the  states  to  encourage  state  effort  in  the  finance  of 
higher  education  generally  or  of  graduate  education  and  research  in  particular^ 

The  direct  effect  on  graduate  education  of  either  of  these  approaches  is  likely 
to  be  attenuated  because  of  general  institutional  needs  or  because  programs  with 
greater  immediate  appeal  tecelve  higher  priority. 

On  the  other  hand>  sinee  the  federal  government  has  special  responsibilltied 
in  the  areas  of  graduate  education  and  research^  grants  to  institutions  with 
certain  conditions  and  restrictions  are  more  likely  to  hit  the  target  than  are 
broad  general  grantis.  In  fact,  the  federal  government  has  for  several  years 
fiinanced  certain  programs,  described  in  Chapter  2,  that  provide  Institutional  aid 
of  this  type.  Th^e  programs  include  2 

1.  cost^of^educatlon  supplements  of  approximately  $2,S0Oyyear  accompanying 
most  federal  fellowships  nnd  traineoi^hips<  The  total  volume  of  those  is  declining 
as  the  fellowship  and  trulneeshtp  programs  are  phased  out. 


.  ^Thd  Camirie  Cottmiftslon  on  fiigh^r  fidu<}6tlon^lic^»  endomd,  this  divlstoti  of  labor 
heimm  thejfideiffti  gpv6rn^ent  and  ?h6  fttatfs*  Beajmiiutmpl  Aid:  memauppoft  to 

ERIC  S/lta  ■ 


2.  supplemontary  grants  to  institutions  from  NSF  and  N!H  to  help  the  uni- 
versities deal  \vith  the  rigidities  lutroduced  by  heavy  reliance  on  the  project 
system  of  research  support.  These  grants  were  being  phased  out  by  the  admlnis- 
tratton>  but  Congress  recently  restored  the  NIH  General  Research  Support 
.Qrant»  to  a  level  of  approximately  $50  mlUlon  for  FY  1974.  (See  footnote  8, 
Chapter  1,  for  qualification.) 

3.  The  NSP  Science  Development  Program,  which  provided  special  grants  to 
selected  universities  to  raise  the  quality  of  graduate  education  in  science  from 
good  to  excellent.  This  program  ended  in  1072. . 

4  Thi^  NIH/NIMH  training  grantSi  which  Include  a  substantial  institutional 
support  component. 

6.  Funds  for  R&D  plant  and  construction  grants  for  graduate  academic  facili- 
ties. Fund  u)ider  the  latter  program  have  not  been  appropriated  since  1968. 

In  addition  to  these  five  forms  of  support,  which  have  existed  for  a  number 
of  years  but  are  generally  being  phased  out  or  sharply  reduced,  two  additional 
forms  of  institutional  support  were  written  into  the  Education  Amendments  of 
1972.  Both  could  affect  graduate  education,  but  neither  has  been  funded.  The 
first  new  form°  would  provide  funds,  upon  application  on  a  competitive  baslSi  to 
institutions  of  higher  education,  **to  strengthen.  Improve  and  where  necessary 
expand  the  quality  of  graduate  and  professional  programs  leading  to  an  advanced 
degree  (other  than  a  medical  degree)  in  such  institutions,*'  and  for  other  ^related 
purposes  [Title  IK,  Part  A,  Sec.  901(a).]  The  act  authorls&ed  $30  million  f6r  this 
section  for  the  year  ending  June  SO,  1978,  $40  tuillion  for  the  yea^  ending  June 
80, 1974,  and  $50  million  for  the  year  ending  June  80|  1976* 

The  second  new  form  of  Institutional  support,  providing  more  general  support 
for  graduate  programs,  is  aimed  at  helping  institutions  achieve  "general  educa* 
ttonnl  goi^ls  and  specific  objectives  of  the  graduate  programs  of  the  institution** 
(Title  X,  Part  F--Qeneral  Assistance  to  Graduate  Schools,  Seci  9S1)«  This  provl- 
slon  would  base  the  grant  upon  the  fulHiine  equivalent  number  of  students 
"pursuing  a  program  of  post-baccalaureate  study.**  The  actual  amount  awatided  to 
each  institution  would  depend  on  the  operation  of  an  extremely  complicated  for« 
mula  providing  general  institutional  support  payments  (called  '^cost*of-educatlon 
payments,**  not  to  be  confused  with  the  cost*of«educatton  allowances  accompany* 
lug  federal  graduate  fellowships)  to  all  Institutions  of  hl^er  education.  This 
provision  (Title  X,  SeCi  1001 )  has  not  been  funded. 

Given  this  array  of  statutory  authorities  and  administrative  inventions,  as  welt 
as  others  that  could  be  proiidsed,  we  believe  Uie  following  outline  gives  a  reason* 
able  program  of  support  for  graduate  education  in  terms  of  function  and  magnU 
tude  for  the  period  iminediateiy  aheadi 

ttOCtttAtt  WWtM 

*  Cost  of  ^iducation  Attomnc^s  It  should  continue  to  be  recognised  that  each 
student  with  a  federal  fellowship  generates  instructional  cost  substantially  hl|»iier 
than  the  university's  tuition  \  consequently,  cost-of^education  allowances  noWdem- 
bodied  in  law  and  in  administrative  practice  should  be  eontinued^  The  existing 
level  of  $2» W  di'riv^  at  by  administi^ative  agreement  among  the  federal  agen« 
cles,  was  set  more  than  i>  decade  ago.  It  should  be  increased  to  $4,(^  year,  to 
reflect  in  part  the  ral)ld  cost  Increases  that  have  o(icurred  dudng  this  period.^ 
Since  existing  levels  of  federal  fellowship  support  are  low  and  declining  and  since 
this  report  recommends  a  modest  lei*el  of  federal  fellowship  support  over  the  next 
few  years,  Ihese  cost-of^educatlon  allowances  would  provide  a  modest  proportion 
of  the  cost  of  graduate  instruction.  These  allowances  Should  be  reviewed  and  In^ 
creased  if  costs  continue  to  rlsci  in  the  same  way  that  social  security  p^^yments 
are  reviewed  and  increased  periodically* 

«  FundB  OomptmenHnif  Pfdject  SuppoH  The  rigidities  and  lack  of  de^tbltlty 
associated  with  the  project-support  system  in  the  past  indicate  a  need  to  continue 
to  provide  moderate  institutional  support  funds  to  make  that  basically  sound 
tern  oi)erate  most  etfectivelyi  The^administration's  proposed  phaseout  of  the  N*SE^ 


<Not  UterftUy  iidWi  l^hd  provldon  flr^t  Attttdftrcd  in  tltd  fitlithdr  fildudfttlon  Act  of  i6e8«  It 
was  mm  funded,  and  was  rd^etiaoted  witfa^tiior  attdndrndnts  in  %ffl2* 
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Institutional  QvmtH  for  Science  ami  the  HIH  Geneml  Research  Support  Grants 
Ignores  theae  needs,  We  Htrongly  support  the  recent  Unltea  States  congressional 
appropriation  of  approximately  $60  million  for  the  NIH  program,  and  recom* 
mend  that  this  funding  level  grow  modestly  as  research  supimrt  Increases*  The 
current  level  of  the  NSF  program  ($6.9  million)  should  be  increased  to  roughly 
$120  intUlon  in  FX  l&7fi  to  restore  the  proportion  of  instltutlonaUto-project  supi>ort 
that  prevailed  In  the  late  IMO's  before  tlie  phaseout  b^gau. 

Superior  for  ifm,  Ulgh  PrtoHtv  Proffmm^.^ii  separate  need  exists  for  In- 
stitutional support  funds  In  connection  with  socially  urgent  new  graduate 
programs^  as  discussed  in  Chapter  i  ^'Specialized  Manpower  and  Besearcb 
Programs/'  In  designing  education  and  research  programs,  universities)  face 
the  task  of  providing  persons  rigorously  trained  to  solve  st;ch  pressing  prob- 
lems as  thoh^  of  energy  supply*  the  environment*  health  care  delivery,  muss 
transportation,  urban  centers,  and  stress  and  conflict  In  modern  sodetyi  To 
speed  the  development  of  programs  of  quality  and  breadth,  federal  funds  sbould 
be  provided,  on  a  competitive  basis,  to  universities  for  the  foUoWlng:  support 
of  faculty  and  other  lu'ofesslonal  staffs  including  graduate  students  and  post- 
doctoral r0searchers ;  for  laboratory  equipment  and  supplies ;  for  special  library 
collections;  and  for  otlier  resources  required  for  new  programs^  The  Institutional 
support  component  of  these  programs  would  be  similar  to  that  associated  with 
NIH  training  grants,  with  funds  originating  in  the  appropriate  misslon*orlented 
federal  agencies.  Details  on  doUar  amounts  vecommertded  under  this  section 
are  In  Chapter  4,  pp.  51-4i2. 

dmemt  InsUtntiwul  Snpport^WwnAlwe  of  the  general  instltutlonal  support 
provisions  of  the  Education  Amendments  of  1972  (Title  X,  Seci  1001)  should 
i)e  based  on  a  i$'«parate  assessm^ini  of  the  financial  needs  of  postsecondary 
education  totally;  since  the  benefits  of  this  provision  relate  more  directly  to 
postsecondary  education  than  to  graduate  education  explicitly.  Because  this 
rei)Ort  Is  focuset^i  on  graduate  education,  and  because  the  funds  that  would 
t)e  allocated  for  graduate  education  under  Title  X  could  not  exceed  10  percent 
of  the  total  amou^it  approprlutedt  we  place  higher  priority  oh  funding  the  preced- 
ing three  programs  at  this  time.  Good  graduate  work,  however,  could  not  exist 
If  undergraduate  education  in  the  nation's  colleges  and  universities  were  lm« 
poverlshedi  Therefore,  serious  consideration  of  the  need  for  full  funding  of 
Title  X,  Sec.  1001,  should  have  high  priority  In  forthcoming  United  States  con- 
gressional sesslonsi 

tNSTITOflONAt         AND  TUmONS 

A  frequent  suggestion  to  alleviate  the  financial  problems  of  higher  education, 
Including  graduate  education.  Is  to  raise  tuitions  rather  than  Increase  public 
support.  For  example,  the  Carnegie  Oommlsi^lon  on  fitgher  Education  has  sug- 
gested that  tuitions  might  be  graduated  by  le^el  of  Instruction,  With  tuitions 
minimal  for  freshman-sophomore  instruction,  higher  for  Junior-senior  instruc- 
tion, and  still  higher  for  graduate  and  professional  instruction.^  While  modest 
annual  increases  in  graduate  tuition  will  undoubtedly  l>e  necessary  for  many 
universities,  we  are  opposed  to  the  large  Incruses  that  have  been  advocated 
by  some  groups  since  such  Increases  would  haVe  to  be  offset  in  large  part  by 
increased  student  .aid  if  opportunities  for  advasiced  study  are  to  be  kept  ot)en»^ 
Thf»  is  especially  so  because  many  graduate  ^t:udents  are  self-supporting,  are 
without  aid  from  their  families  and  are  living  m  a  subsistence  basis.  Further- 
more, raising  tuitions  will  not  eliminate  the  n  ed  for  Inatltuttonal  funds  from 
other  sources.  Tlie  Carnegie  Commission,  In  tin  same  report  In  which  It  recom- 
mended higher  graduate  tultionsi  also  stated  s 

"We>elieve  that  over  the  coming  decade  the  :federttl  government  muat  jslgiilf- 
Icantly  Increase  Its  support  of  education  In  graduate  and  selected  professloiial 
fields  and  of  basic  research  If  the  nation  Is  to  remain  In  the  vuntniard  of  scien- 
tific and  technological  developmentSi  &ach  of  t  ^ese  Is  an  area  of  clear  national 
responsibility  and  cannot  effectively  be  left  (  «  state  and  institutional  action 
alone.'*  • 


.^(^Sipegl?  Comtttl8«l6n  on  ttfeher  tlditcntlott,  ItigMt  i^mmtion.'  Who  Pmf  Wid  nm* 
f«  f  Whp  Smutd  Pay  f  op,  oih^,  ptu  107*-J. 

t  OH  this  fjolttt,  m  tho  (UMouHsidti  in  chnt^t^r  4.        ,  ... 
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The  iihllosophy  uiulertying  t««tlt.ntJonal  support  for  gradnnte  eOucatlon  Is  one 
of  securing  positive  benefits  from  two  princlples^that  generate  'nherent  tension 
ana  are  Inconsistent  if  c«rrle<l  to  extremes.  Both  must  bf  foUowea  in  balancea 
meaanro.  'Jhe  tlrst  principle  Is  that  the  university  must  have  a  large  degree  of 
freedom  if  it  is  to  do  effe<!tlvely  for  society  what  society  demands  of  it.  The 
integrity  of  the  university  as  a  center  of  learning  depends  on  its  having  access 
to  sulwtantial  amounts  of  relatively  unconditional  and  unrestricted  funds,  Such 
funds  enable  the  faculty  and  administrative  staff  to  exercise  professional  judg- 
ment in  nmtters  of  education  and  research,  to  budget  in  ways  that  will  achieve 
colierence  and  balance  among  the  various  disciplines  and  activities  of  the  uni- 
versity, and  to  build  centers  of  learning  rather  than  collections  of  disparate 
activities  responding  to  signals  from  the  out«ide  market  .  ... 

The  second  principle  is  that  graduate  education  must  be  responsive  to  the  need^ 
of  society,  and  this  isj  Incontrovertible.  Given  the  power  of  graduate  education 
and  research  to  supply  i>er8ons  equipped  to  anaiy^se  pressing  social  problems  and 
part  of  the  new  infornmtion  and  ideas  without  which  these  problems  will  not 
be  solved,  a  failure  to  focus  graduate  education  and  research  effectively  on  these 
tasks  would  be  unwarranted  and  irresponsible.  ^ 

The  program  outlined  above  is  designed  to  reconcile  these  conflicting  and 
equally  valid  principles.  OostH)f*education  allowances  help  the  institution  meet 
heavy  costs,  and  those  costs  are  met  most  effectively  in  institutions  and  fields 
selected  by  the  students.  This  Is  useful,  but  not*  as  the  sole  form  of  institutional 
sup))ort  for  graduate  education*  ■  .  ^ 

The  form  of  institutional  support  represented  by  supplements  to  research 
project  grants  1^  designed  to  sustain  institutional  flexibility  wtbin  a  research* 
support  system  Which  otherwise  tends  (1)  to ode  the  freedom  of  the  institu- 
tion and  (2)  to  nmke  It  unhealthily  subject  to  federal  agency  program  decisions 
which  have  MttX^  or  nothing  to  do  with  the  strength  of  institutions  of  higher 
education,  *    .  .         .  , 

i^unds  awarded  competitively,  eJtpressly  for  the  development  of  Research  and 
training  programs,  are  essential  if  graduate  education  is  to  provide  trainea 
tjeople  and  competent  analysis  in  the  resolution  of  social  problents.  Such  support 
is  an  outside  Influence  oh  the  course  of  graduate  education^  but,  if  supplemented 
by  other  forms  of  support  which  maintain  a  proper  degree  of  Institutional  auton- 
omy, tt  will  be  productive. 

TABU  A.I.«^r£DeRAt  CXfENOITURES  FOR  RESEARCH  AND  DEVELOPMENT  AT  UNlVERSITIfS  AND  COIUOES  BY 

CHARACTER  OP  WORK,  l$fi3-72 

(In  millions  Of  dolM 

^•(t«ritf?«AD<«xpflndlturM 


•   yearflseit  <    Current  Consttni)  CurrtM  Cmm^  Cufrwi  Cmm^  **l5uffint  Conitint* 

1963                       M        m  m  569  t2&     'US  ?i 

964                        916         m  767  703  12?           7          22  20 

1965                      1,073         968  ,  «79  793  15/         142          |7  33 

966        *                262       1.108  .00?  8§§  Wj          70          59  W 

1967                 .      1  409       1  198  1 124  .  956  222         ^          63  M 

1986..                      1  572       1  285  1.268  1,037  241       •   57          63  52 

1969   1  600       1  248  1,275  994  245         191         ,80  62 

970     .                   1  658       1  226  1  288  952  266         197         104  77 

97Upr«lnitnary)...     1  724       1,218  1,349  953  m          95          99  70 

1972<«4tlniatiK::./..    17SS       1,224  1,409  984  286.        -MS          93  64 

<  1958eOiiitd(iidolUrsidNP  price  deflator  wd&  ui6d  to  eonvdrf'eurrenttdeonstintdullirs. 

Not^l 
uhlverdi 
eUdney 
funds 
1972). 

SoufdOi  WdllortftI  mm  fmimWi  *mm\  mmt  of  R.  «  D.  Rosourcos,  195343'*  (Washington,  D,0<1  U.$» 
06V6fnwaht  Prlnii.ig^fffc6, 1973). 
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TABU  A.a-UNIVERSITV  AND  COUEflE  EXPENDITURES  OF  THEIR  OWN  FUNDS  FOR  RESEARCH  AND  DEVELOPMENT 
AT  UN  I VERSITIES  AND  COLLEGES  BV  CHARACTER  OF  WORK,  1963-72 

,■   .   .  |ln  millions  Of  (tolldr$} 


University  and  College  R.  &  D.  C^ipendltures 


Total ' 


Fiscal  year  ,    Current  Constant  ^ 


.......  485 

J964   555 

1965   615 

1966   673 

1967   753 

1968   841 

§69   900 

I970u   970 

1971(prellmlnary)«*  1«099 

1972(eslniate}.:...  1 226 


453 
510 
555 
691 
640 
688 
702 
717 
776 


Basle  research 

Applied  research 

<Oevelopment 

Current 

Constant  t  . 

Current 

Constant  i 

Current  Constant) 

.  m 

,  320 

128 

.119 

14 

402 

.  369 

139 

128 

14 

445 

401 

155 

140 

15 

494 

434 

161 

141 

18 

551 
,  621 

.  469 

182 

155 

20 

1? 

.509 

198 

167 

22 

18 

'  678 

529 

200 

156 

22 

17 

747 

'  552 

200 

148 

23 

17 

m 

601 

228 

161 

20 

14 

954 

653 

255 

175 

17 

12 

0958  constant  dollars;  QNP  price  deflator  usetjl  to  convert  current  to  constant  dollars* 

«§£"J5Pi'J^W^^*^L«"A^&  "National  Patternsof  f?.  &  O.  Resource?,  1953-73"  (Washington,  O.C.:  U.S.  Cov 
ernment  Printing  Offlce#  1973).  . 

'  TABLE  A.3.-SUMMARY  OF  BASIC  RESEARCH  EXPENDITURES  AT  UNIVERSITIES  AND  COUEQES,  1963-72 

[Amount  in  millions  of  dollars]  i 


Fiscal  year 


Total  basic 
research 
expfltiditure$»)  ' 
amount 


Federal  expenditures 


Amount 


Percent 


University  expehdltures 
(own  funds) 


Amount 


Percent 


1963.  w*.4   967 

1964   1,159 

1965  ,   1280 

i966...  :   1  405 

1967  V....*-   1  518 

1968   1  644 

11??::::::::::::::::::::::::::::::::  ill 
{gia(ae:::::::::::::::::::   ;  }:f^8 

(Percent  clidnfies 

,    1963-68   +70.0 

1968-72   >5.8 


569 
705 
793 
885 
,  956 
1,037 
994 
952 
953 
964 


+82.2 
-7.0 


58.8 
60.8 
62.0 
63iO 
63.0 
63.1 
61.1 
58.9 
57.1 
55i4 


320 
369 
401 
434 
469 
S09 
529 
552 
601 
653 


+59.1 
+28.1 


33.1 
31.8 
31.3 
30.9 
30.9 
31.0 
32»5 
34.2 
36.0 
37.5 


[  1953  constant  dollars!  QNP  price  deflator  was  used  to  convert  current  to  constant  dollars, 
i  fJfi^^^^l  and  universities  own  contrlbullqns  do  not  sum  to  total  sines  industry  and  Vothter  nonprofillnstltullons''eon4 
tributions  to  university  basio  research,  which  are  small  and  comprise  a  fairly  constant  share,  are  not  included  here. 

$ou£ce}.(latlai)^ISc|en(^(^ Found      "National  Patterns  of  R*  &  d  Resources,  1953-73"  (Washtngtoni  0.'C.i  U.S.  Qovefm 


_urc 
ment  PrIiitTng 
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TABLE  A.4.--PtPERAl  OBLIGATIONS  FOR  RESEARCH  AND  DEVELOPMENT  TO  UNIVERSITY  AND  COLLEGE  R. 

BY  SELECTED  AGENCY,  t963-72t 

jln  millions  of  dollarsp 


rederalR.  &  D.  Obllgatlont^ 


Fiscal  year 


Total 


Dopartment 
AEC  of  Oefenso 


HEW 


NASA 


National 
Endowment 
for  the 
NSF  Hunianltes* 


1965. 
1966. 

1969, 


  774.0  .  63.7 

.  896.3  64.8 

••li.V.....  987.7  ;  67.5 

 ,  Ii09&8  •  73.0 

;   1,106.6  76.3 

 : 1 150.3  80.4 

1970   |069.7  75.0 

1971. 1,095.6  67.7 


203.4 
237,1 
241.7 
244.0 
224,6 
198,8 
217.4 
196.3 
175.8 
166.9 


310.6 
366.7 
398.6 
445,2 
473.7 
506.2 
520.4 
454.7 
491,3 
601.8 


55.8 
71,8 
90.7 
94.3 
92.7 
103.1 
95.4 
94.2 
90.7 
76.9 


97,6  < 
106.4  . 
125.6  < 

It!:?  ■ 

153.5 
149.4 
148.8 
153,2 
229.1 


0,8 


:9 

1.0 
2.5 


«gufesaro^btoM^ 


fa  her  than  oxpenJitures  and  therefore  are  not  cpmnflrfl„j. 

R.  &  0.  column  n  ih  s  table  nc  udes  obligations  to  cll  Federa  agencies.  ,^^..^^4  HftH«« 
U958  Mnstant  dollarsj  ONP  prFce  deflator  was  used-to  convert  curr«nt  to  constant  dollar?, 
•  These  figures  not  Included  In  totaL  . 

1972:  fjatMat  Enddw^^^^^^    the  Humanities,  MnpuWIshed  date. 

TABLE  A.S.-^UftREMT  EXPENOITU(?ES  FOR  RESEARCH  AND  DEVELOPMENT  IN  UNIVERSITIES  AND  COLLEQESi 

.     BY  CHARACTER  OF  WORK,  1963-73 


(Dollar  amounts  In  milllonsl 


R.  &  0.  expenditures 


year 


Total 
amount 


Basle  research      Applied  research  Devolopmgj)!; 


Amount    Percent "  Amount    Percent  Amount  Percent 


1963*  

1064......*..i,,..*  

19651..  4.....  

1967 1  # A  «i  •  4     4  •«•♦*♦  '< 

1968  «..4  4..4.. 

1969>.,.i  .•.4..4-, 

1970. 


1972 
1973 


A44^«44«  • 


}97iipf8limlniry)K, 


tl,3S9 
1  595 

1  822 

2  08S 
2  329 
2  599 
2,705 

2  856 
.  3  070 

*  .<3,280 

3  425 


$1,036 
1  251 
1  419 

1  601 

i:S?f 

m 

2  365 
2,542 
2,615 


76.2 
79.1 
77.9 
76.8 
77.1 

77,2 
76,5 
J7,0 
77.5 
76.4 


1283 
294 
346 
400 

1^ 

501 
527 
570 
612 
665 


Mi 

194  0 
19.2 
.9.1 

8.4 
816 
8.7 
9.4 


$40 

40. 

57 

84 

-IS 

in 

144 
135 
126 
145 


2,9 
2.5 
3,1 
4.0 
3.9 

^3 

i! 


1  Estimates  def Ived  from  related  Information  1  no  sector  survey  was  conducted  for  this  year. 
Sources  National  Science  Foundation.  "Natlortal  Patterns  of  ft.  &  0.  Resoufces,  1953-73/'  Washington,  O.Cs  U.9 
Government  Printing  Office,  1973. 
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TABU  AA-FMWAl  AND  0NIVER8ITV  R.,«P,  CXPCNOITURCS  AS  A  PERCENT  OF  QNP, 
.  (Amount  In  bllliom  Of  dollar)) 


Total  Federal 


Fiscal 
yair 


Total  unjyirslty  and 
collage 


Federal  funds  touni* 
ver$ltie$  and  colleges 


University  and  eollege 
self*suppoM  funds 


Amount 


Percent 
ofQNP 


Amount 


Percent 
OfQNP 


Amount 


Percent 
OfQNP 


Amount 


Percent 
OfQNP 


}95S   3.509 

1960   8.752 

1963   n:2i9 

1964   12.553 

1965   13,033 

1966.   13,990 

}967.......  14.420 

te::::::  m 

1970   i4;775 

IzZl*******  14«996 

1972   15.923 


?:ff 

1.90 
1.98 
190 
1.87 
1.82 
1.73 
1.60 
1,51 
1.42 
1.38 


0.409 
.825 
1.359 
1.595 
1.822 
2.085 
2.329 
2.599 
2J05 
2.856 
3.070 
3.280 


0. 10 
.16 
.23 
.25 
.27 
.28 
.29 
^30 
.29 
.29 
.29 
.28 


0.169 
.405 
.760 
.916 
1.073 
1.262 
1.409 
.672 
.600 
1.658 
.724 
1.788 


°:§2 
:1? 
:i? 

.18 

■If 

.17 
.16 
.15 


0,18S 
«328 
.485 
,555 
.615 
.673 
.753 
.841 
.900 
4970 
1.099 
1.226 


•  07 


.09 
«10 

:lg 

.10 

.a 


TABLE  ^7•-FE0£RAUELL0WSHIK,  TftAINIESHIPS,  AND  TftAININQ  Q^^^^ 


'"Iff.. 
1964.... 
196&.... 

!966..«. 
967«... 
968.... 
969.... 
1970.0. 
1971.... 
1972.... 


jelldwshlpeand  tralneeshlp^  NIHtrafrtlnnrintst 

Number  Of       /  '  ^  Number  of 

students     ./mount  ^^^studenu  Amount 

(thousands)      (million)  ,<theusands)  (million) 


15.6 
20.4 
26.4 
40.0 
51.3 
51.4 
42.5 
33.2 
29.0 
24.8 


S80.7 
106.1 

213.0 
257.6 
262.1 
222.9 
162.3 
137.3 
113.9 


i  $i2(i 


i5:_ 

15.S 
16.3 
15.8 
15.2 
1S.0 
14.5 


139«a 
128^8 
192.7 
136.9 


Division  L  

lr»l^d^<|S  boi^^  and  trainet  costs* 


S7l)!  61!^!!!  studen^.  Amountjncludei  cost«of«eduatlon  allowt'nee. 
.eptfi  predoctoral  and  postdoctoral,  fu  *  m#  end  pirt*t^me  studentsrexcli 


ixclydes  BurMu  of  Health  Manpower  EducatlofL 
IncuidM  National  library  of  Medicine;  amottiit 


(for  feHowttblpi  anJ.traineesh!] 
NateMnsututes  of  Hi ^ 
1072,  unpublished;  and 


ft»"J)t»l 


"R*Mit  of  Ftdiril  PtMloctorit  StudtAt  Stti 


ERIC 


34 


65 

me  AA'-QRAOUATE  STUDENT  PARTICIPATION^ IN  USbE  lOAN  AND  COUEQE  W0RK«STUOY  PROGRAMS, 


National  direct  studont 
loans  n 


Quarantaed  student  loans  ( 


Numt^er  of 
students 


Federal 
capital 


(thou;  comoonent 
sands)  (million^. 


Number  of 
approvals 
(thou, 
sands) 


Amount 
borrowed 
(millions) 


Federal 
Interest 
rments 
illlons) 


College  Work-Study 
Programs 


NumtMr  of 
students 
(thou- 
sands) 


Amount 
(rnllllons) 


Flscalj^gV^' 

4n  ^ 

13,0 

14.8 
19.2 

4.6 

22.7 
23.7 
25.7 
27,4 
27.1 
33.7 
36t9 

10.3; 
10»6^ 
10.7 
U.O 
11.3 
13.6 
17*2 

4.4 
29.7 
46.4 
70.9 
82.9 
97.3 
U3.1 

$7.0 
22.4 
39.2 
61.8 
75.6 
94.0 
117.1 

0. 

$1.0 
2,8 
4.4 
9.3 
13.3 
17.8 

11.0 
12.0 
14.1 
15.4 
!7.0 
24.0 
NA 

1.1 

5.9 
9S 
W9 

I  since  a  constant  percentage  was  used  to  determine  the  graduate  component  Indicated  here,  the  figures  do  not  reflect 
chanM  (if  any)  In  percent  Of  grjttuattf  parflcljHition  In  program 

iFTgufesforFederaU   

unlversitieicinuse  rep 

t  Amount  only  applies 

Source:  U,S.  Department  of  Health,  Education,  and  Welfare,  Office  Of  Education,  *'Faetbook*'  (Washington,  D.C.vBureau 
Of  Higher  Education,  1973). 


f"FMfo?^ide^lif^^^^^^^^ 

Jversitleicin  use  rep»J>anmNe»tq  finance  additional  1^^^^^^      -  /  r',,  .:' 

t  Amount  only  applies  to  80  percent  Federal  share. 


tABtr  A-9.-0I  Bill  EXPENDITURES  FOR  GRADUATE  STUDENTS! 


Flsc(tt  year 


flliirnber 
of  students 


Amount 
(millions) 


1967.. 
1!»70.. 

te:: 


99,314 
122  688 
148  092 
170  359 


NA 

I? 
210.0 


f  the  udes  ve  irans  end  servicemen.  Includes  money  students  would  spend  for^  !fl<fi!i!4l^*n".m^^ 
gfiduate  school  supportjor  dependents  and  wives  and  children.  Amounts  are  d«llyed.f wip  VA  tot  JffiSJTO 
mamounts^^^^^^^  *tiid«nts  are  pro  acted  from  he  proportion  of  dwduate  students  rwelving  01  b^^^^^ 

llrtU  grSe  siu^  '««™Uh«lVnefits  due  to  a^^^  ?f.PHlP„l!"*' 

allowances),  the  graduate  amounts  probably  underestlmdie  the  wtuU  payments  to  graduate  students. 

Sourcet  Veterans*  Administration. 

TABLE  A-10.-FEOERAL  COST-OF-EOUdATION  ALLOWANCES  AND  TRAINING  ORANT  SUPPLEMENTS, 

.     .      1963-72*,  .  ... 

'     "  '      ■  iObllaramou«t*'ln  «onsl  '      '     :  v 


Fiscal  year 


Cost'Of^education  allowances 

Fellowships  Training  Training  grant 
and  traineeshlps     grant  tuition     supplements  ^ 


1965..4. 
1967.... 

11??:::: 

1972..-- 


$36.3 
47^7 
63.2 
95.9 
115.9 
117.9 
100.3 
73.0 
61.8 
51.2 


NA 

M 

$5.8 

?:? 

9.0 

i!:? 

11.7 


NA 
NA 
^  NA 
$68.9 
74.6 
70.2 
75.  S 
62.8 
61.9 
69.3 


>  Included  in 
i  Estimate  base 


imounts  for  fellowships  and  traineeshlps  and  training  grants  In  table 
ad  on  4S«percent  institutional  component. 


A-7. 


ERIC 


Seurcdi  FICE,  "Report  on  Federal  PMrf^ctoralStudant  Support/' o^^^ 
OADPPE,  Issue  paper  on  the  trahiirtg  programs  o  ho  nstitutes  oflhe  '^ationallrtstltutes  oj  Heaithj^^  October  1970,  o, 
44}  Fid  data  on  pf^dACtorai  fellowshjps  and  traineeshlps,  197042,  unpubllshedi  and  NIH/SAB,  IMPAC  System,  "TAR 
Reports(f^rtralrtrng  grants). 
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TAeU  A'-U.-FEDERAL  OBLIQATIONS  FOR  qENERAl  SCIENCE  SUPPORT,  1963-73 


 Federal  general  science  support  (miiiions) 

Bureauor 
Health 
martpower 

university  NIH  gTanPslto 

.     ..NSf    .   .  science       research         public . 
.  Institutional  development       general  tiealth 

Fiscal  year  grants      program  ^      support'  schools 


fc::::::::::::::::::::::::::::::::::::::::::::  \lt 
m  ::::::::::::::::::::  {u 

!i 


  tt3.3  NA 

  26.0  NA 

 -                                                         ....  33.5  $2,5 

166                                                                14.5            38.7  34.2  %S 

|7                                                                15.2            37.6  39.6  3.8 

  14.2           41.6  45.9  4.0 

ISS                                                              ,0)           31.7  45.4  4.6 

WO......  ,  ,                                   14.5           26.4  43.0  4.6 

m                                                                14.5            19.9  40.2  5;e 

W72  ,                  12.0            9.0  40.7  5.3 

1973....                                                        8.0              0  20.1  (♦> 

i  includes  depariinental  science  development  protram. 
^Mjieludes  general  research  support  grants,  health  sciences  advancement  awards,  and  biomedical  sciences  support 

f  No  funds  listed  this  year  bacaiise  of  changt  Irt  allocation  period* 
tFliuronotavallabla. 

Sources  Natloni 
and  BudMti  1973 

TABLE  A-12.«^FE0ERAl  OBLIGATIONS  FOR  FACILITIES  SUPPORT;  1963-72 


Sources  NatLojial  Sclenca  roundation  (CASE),  and  Bureau  of  Health  Manpower  Education,  and  Office  of  Managemsnt 
Catalogue  of  Federal  oomesllc  Assfstanc^  (Washington,  D.G.:  U.S.  Ccvernment  printing  Omce,  1973). 


^•~*Vnioni) 


USOE 
iraduato 


,  arat  

•  f aCnInf  tDIH 

Fiscal  yiar  R.  AD.  plant  stfuction|rant$ 

1963....   105.9  

}964   100.8  .......  

ISIf  ,  ^   iks  60*0 

1567  .....J.......^.   111.  3  60.0 

i!§|   96,1  34.2 

m  *   54i5  25.6 

1970   44.8  0 

1971  ,   29.9  0 

1972............;.*.....*  .4.   36.9  0 


Siourca: 
in* 


U!^/  ^  Pl«!!iL(<%ndl  Selanta  Foundation  (CASO;  OE  Conttruettort  Orants:  OepirtmeM  of  Hh\%  Edueatlorti 
Welfiroi  Offlco  of  Edueatloni  FactbooKi  6p«  clt  . 
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f/^BLE  A.U--FEOERAL  FUNDS  TO  UNIVERSITIES  AND  COLIEQES  BY  PROGRAM  AND  TYPE  OF  SUPPORT,  FISCAL 

YEARS  1968  AND  1972 

(Inmlltlonsoftfotlirt] 


Federal  funds,  fiscal  year  1968  Federal  funds,  fiscal  year  1972 


tnstitu*  Institu* 
Student  Research     tional  Student  Research  tutional 

Category  support    support    support      Total    support    support    support  Total 


Fellowships  and  traineeships.     262.1    J)      262.1      113.9   Q)  113»9 

Training  grants-   »62.3   «70.2      132.5     267.6   »69.3  136. 

rIsMm^^^   ?::^''U72:5-:::::,,: :  •  \M\  *  i.  738.0    67.0  1. 788.0 

General  science  support   105.7     105.7   67.0 

Loans...  —  *  ......4...  13»5  

Direct  student  loans  .  „ 

(NOSI)   10.7   17.2  

Guaranteed  student  ^  ^  '  t7  o 

loans  <GSL)   2.8  .4.--.  17.8  

Capital  cz-p     130.3  36.9 

R&O  plant   *^fi  l   36.9  

Office  of  Education  Con- 
struction grants.,..   -  -  -  

Total   403.6    1,572,0      306.2    2,281.8      437.4    1,788.0      173.2  2,398. 


1  Costs^^education  allowances  Included  In  the  student  support  figure  (for  explanation,  see  footnote  10«  p ,  21). 
9  Includes  both  predoctorU  and  postdoctoral  suppott. 
» Tuition  payments  included  in  the  studegt  support  figure.  . 
4  Estimate:  VA  data  not  avbilable  for  graduate  student  component  in  1968. 
» Research  assistantships  Included  in  this  figure  . 

Source:  Tables  A.1-*A.12» 


Fiscal  year  totals  in  19S8  constant  dollars  * 

Student 
support 

Research 
.support 

Institutional 
support 

Total 

330.0 

  •  299.4 

1,286.4 
1,223.S 

260.4 
118.5 

I186S.7 
1,641.8 

-9.3 

-•4.8 

■-52i7 

-12.0 

t  aw  ptkt  deflator  us«d  to  eonvett  currant  to  constant  Mm, 


trindlngs,  &  quarterly  of  BUS  tmmh  In  postseoondftry  eductttlonl 
A  POftTBAlT  W  BtAOKS  IN  GBAfiCAtE  S^UBIKS 

(Leonard  L.  Balrd') 

In  two  recent  surveys,  ETS  foaad  that  a  ailghtty  larger  proportion  o£  black 
than  white  colle«e  wnlors  planned  to  go  on  to  graduate  or  profeBBlonarecbools 
anWSutti  pxfoWon  aoMy  did  aoTGovering  21,000  seniors  at  94  InBtltu'.lonB 
across  the  naTtlon,  the  Initial  survey  showed  that  41  percent  of  the  blacka  and 
38  percent  ot  the  whites  Intended  to  conUnue  their  studies  after  earning  bac 
calaureate  degrees(l).  (this  finding  extended  and  confirmed  the  results  of  pre- 
vious studies  of  the  aspirations  of  black  college  freshmen  conducted  by  the -^er* 
lean  Council  on  t)dueatlott(2)  and  the  National  Scholarship  Service  and  Fund 

^ttffthelolnt^sSnaorshlp  of  the  Graduate  Record  Bxaminatlon  Board,  the 
taw  School  Admissions  CJoundl,  and  the  Association  of  American  Medteal  Col- 
leges, BW?S  conducted  a  follow-up  survey  of  more  than  10,000  graduates  of  these 
universities  and  colleges  to  determine  whether  they  actually  entered  graduate 
and  professional  schools,  and  If  so,  to  discern  the  nature  of  their  eieperlencefl 
there  (4).  A  226'ltem  auesttonnalre  was  mailed  to  10,000  students,  and  responses 
were  received  from  278  blacks  and  7,826  whites.,  This  sample  was  augmented 
by  a  separate  survey  of  126  black  and  2,026  white  graduate  and  professional 
school  OTUdents. 
,     1  Leonard  B&lrdls  a  reiMr(Shtis.««liMA«i8t  at  fiVSiuPHtieetdtt. 
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WTH  MOm  DESCRIBE  KXPfeRIGNOE;^  8Um.ABliY 

Perhaps  the  greatest  surprise  was  the  striking  similarity  of  the  results  for 
both  races.  One  year  after  graduation  from  college,  for  example,  one*thivd  of 
the  blacks  and  one*third  of  the  whites  were  enrolled  in  some  program  of  further 
education.  Furthermore,  there  were  few  differences  in  the  way  blacks  and  whites 
described  their  graduate  and  professional  school  experiences.  Of  the  141  perti- 
nent Questions,  black  and  white  responses  differed  on  only  S2,  or  not  quite  16 
percent. 

Some  Important  differences  did  emerge,  however,  and  they  deserve  attention 
from  educators  if  an  adequate  pool  of  black  professional  talent  is  to  be  created. 
For  instance,  there  are  marked  variations  in  the  fields  of  study  entered  by 
blacks  and  whites.  Detu  led  comparisons  are  shown  in  the  accompanying  chart, 
but  some  of  the  more  vivid  contrasts  are  worthy  of  special  comment*  The  iSelds 
attracting  the  largest  percentages  of  blacks  are  education,  the  social  sciences, 
and  social  work.  In  all  three  fields,  a  greater  share  of  black  than  white  graduate 
students  is  enrolled,  but  the  disparity  is  more  pronounced  in  social  work»  While 
12  percent  of  all  black  graduate  students  are  pursuing  this  fiield,  only  one  per- 
cent  of  their  white  counterparts  are, 

FEW  BLACKS  IN  KNOINBSBXNO,  BIOtOQIOAL  SCItSKOGS 

Engineering  and  the  biological  sciences  are  the  fields  attracting  the  fewest 
blacks,  Virtually  none  of  them  are  in  the  biological  sciences,  while  four  percent 
of  the  whites  are.  Less  than  one  percent  of  the  blacks  are  studying  to  be  engi- 
neers, compared  with  eight  percent  of  the  whites. 

Although  large  numbers  of  blacks  are  entering  post-baccalaureate  programs^ 
they  are  not  represented  proportionately  to  white  in  the  fields  that  will  produce 
future  university  and  college  faculties  or  practitioners  In  certain  professions. 
In  law  schools,  for  example,  blacks  came  close  to  whites,  lO.S  percent  to  12.5 
percent,  but  in  medicine  the  blacks  lagged  significantly,  seven  percent  to  12  per- 
cent Perhaps  blacks  who  wish  to  return  to  their  home  comnmnitles  and  help 
their  people  t<^l  they  can  be  more  effective  as  social  workers,  social  scientists, 
and  lawyers  than  as  doctors,  dentists,  and  engineers.  However  this  may  be.  If 
blacks  are  to  develop  leadership  capabilities  in  such  fields  as  the  health  sicences, 
which  incidentally  are  proving  increasingly  attractive  to  blacks  at  the  pavapro- 
f  essional  and  undergraduate  levels*  then  more  of  them  obviously  must  be  reontlted 
into  the  medical  and  biological  sciences. 

Differences  in  the  ways  blacks  and  whites  described  their  experiences  in  grad- 
uate and  professional  schools  were  various  in  nature.  One  of  the  key  differ^ 
ence^  vfu&  In  the  methods  used  to  finance  their  educations,  and  It  resulted  di- 
rectly from  the  lower  average  family  Incomes  of  blacks.  For  instance,  62  per- 
cent of  the  whites  but  only  83  percent  of  the  blacks  were  able  to  pursue  ad- 
vaticed  courses  without  borrowing  money.  Of  those  who  did  borrow  money,  the 
blacks  tended  to  boi*row  larger  sums.  Fully  85  percent  of  the  blacks  took  loans 
up  to  *2,000,  while  only  21  percent  of  the  whites  did.  And  16  percent  of  the 
blacks  borrowed  mdre  than  $2,000,  While  only  10  precent  of  the  whites  did. 

BLACKS  tfiMt)  TO  mV  M0»£;  m  SO»OtARSttIt»S 

Furthermore,  desn!te  their  existing  indebtedness,  70  percent  of  th^  blacks 
thought  they  would  have  to  take  additional  loans  to  complete  their  graduate 
courses.  For  whites,  the  comparable  figure  was  80  percent.  Black  students  also 
tended  to  rely  mttch  more  heavily  on  scholarships  and  fellowships  for  support. 
tTnlverslty  scholarships  were  reported  by  CO -percent  of  the  blacks,  but'^only  28 
percent  of  the  whites.  Scholarships  from  outside  sources  were  reported  by  HI 
percent  of  the  blacks,  but  only  18  percent  bf  the  whites. 

in  general,  then,  blacks  had  to  borrow  money  or  rely  on  scholttrshlpa  In  order 
to  pursue  advanced  studies,  whereas  whites  tended  to  rely  on  family  support  or 
their  own  savings.  Probably  because  of  these  differences  In  patterns  of  flnanc- 
mif,  blacks  were  more  likely  than  whites— 61  to  48  percent— to  feel  that  all 
students  should  receive  scholarships  so  th6.V  could  concentrate  on  theii*  studlesi 
Blacks  also  fdt  that  scholarships  should  be  based  as  much  on  need  as  on  ability— 
76  percent  compared  to  64  percent  of  the  whit(*s-^rtnd  that  tuition  should  be 
lowered— W  to  66  pei*^ent. 
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Another  dUterence  emerged  when  WacUa  and  whites  Nvere  asked  to  rate  the 
helpf U1IW88  of  various  sources  of  information  and  advioe  in  chowing  a  graduate 
or  professional  school.  Parental  advice,  for  instance,  was  considered  Important 
by  44Srcent  of  the  blacks  but  only  28  percent  of  the  Whites.  This  may  be  the 
result  of  greater  encouragement  of  their  children's  plans  by  black  parents  who 
are  theinselvea  generally  less  well-educated.    ^    .  ,  *  « 

Blacks  also  credited  several  other  sources  of  advice  more  frequently  than 
whites-publications  of  national  testing  programs,  graduate  or  professional 
school  admissions  officers,  visits  from  campus  recruiters.  In  the  latter  two 
cases  particularly,  the  disparities  between  black  and  white  responses  were 
slgnlflcant.  Advice  from  admissions  officer*,  for  Instance,  was  Important  for  80 
percent  of  the  blacks  and  24  percent  of  the  whites.  The  Influence  of  recruiters 
was  cited  by  28  percent  of  the  blacks  and  a  mere  six  percent  of  the  whites,  These 
llgttres  suggest  that  blacks  often  were  sought  out  and  recruited  by  graduate 
and  professional  schools.  .     ^.       .      ^   ^  „ .  j  „  •  i. 

This  suggestion  Is  underscored  When  the  undergraduate  grade-point  averages 
of  black  and  white  graduate  students  are  compared.  Tl»lrty-four  percent  of  the 
blacks  and  16  iiercent  of  the  whites  had  0  or  C+  averages}  44  percent  of 
the  blacks  and  32  percent  of  the  whites  had  B  averages?  21  percent  of  the  blacks 
and  50  percent  of  the  whites  had  averages  Qf  B+ or  higher. 

RKSOLTS  INMOATH!  BIAOKS  ABB  BBINO  BECBVMEO 

Taken  together,  the  survey  results  relating  to  finances,  sources  of  advice,  and 
undergraduate  academic  performance  make  It  plausible  to  assume  that  many 
blacks  graduate  students  have  been  sought  out  for  advanced  study,  admitted 
even  If  their  grades  were  only  average,  and  provided  with  loans  and  scholarshlpSk 
Certainly  this  description  does  not  apply  to  all  black  graduate  students,  but  It 
does  indicate  a  conscious  effort  by  at  least  some  graduate  and  professional 
schools  to  compensate  for  the  historic  underrepresentatlon  of  blacks  In  their 

^"AfiSnst'tlfls  background,  It  Is  Interesting  to  note  that  there  were  not  many 
differenees  In  the  actual  reactions  of  black  and  white  students  to  their  graduate 
and  professional  school  experiences.  Here  are  a  few  examples! 

There  w^re  seven  Items  on  the  questionnaire  dealing  with  administrative  style, 
and  there  were  no  discernible  discrepancies  between  black  and  white  responses. 

Of  12  Items  dealthg  with  other  students,  the  two  racial  groups  differed  on 
only  one.  Black«--6»  percent  of  them— felt  that  "there  are  tots  of  student 
cliques,"  Indicating  they  may  feel  that  white  students  exclude  them  from  activi- 
ties. It  should  be  noted,  however,  that  68  percent  of  the  whites  responded  lb 
the  same  vein.  ■  .         .       ■     ,  , 

Of  11  items  dealing  with  the  academic  programs,  one  drew  a  .significantly 
different  response.  Whites  tended  to  dislike  certain  courses  that  they  acknowl- 
edged were  necessary  for  their  chosen  careers,  whereas  blacks  tended  to  like 
those  courses.  ' 
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Of  nine  anestions  relating  to  general  departmental  atmosphere,  the  two  groups 
again  dXra  Vonly  one?  More  whites  than  Wacl^tf?*  t^tJ^^^^ 
departments  provided  a  liberal  environment  This  gap  may  be  the  result  of 
differing  views  of  what  constitutes  liberalism.  «„„™«„i„„  tu^  o^*. 

Blocks  and  whites  expressed  no  differences  on  U  Items  concerning  the  ade* 
Quacy  of  libraries,  laboratories,  computers,  and  other  facllltlefl,  or  on  10  Items 
relating  to  the  quality  of  departmental  and  faculty  advising.  • 

In  the  area  of  policies,  53  percent  of  the  blacks  and  43  percent  of  the  whites 
expressed  some  dissatisfaction  with  the  formal  requirements  for  earning  their 
advanced  degiees.  Blacks  were  more  convinced  that  the  requirements  were  rele- 
vant "to  the  actual  work  in  the  field,"  with  69  percent  of  them  and  89  percent 
of  the  whites  responding  positively.  ,    ,  ^««vi„o*^» 

Of  12  items  dealing  with  personal  reactions  to,  ana  opinions  of,  graduate  or 
professional  school,  one  key  item  drew  a  markedly  contrasting  response  from 
tiie  two  groups.  The  statement,  "My  expectations  of  what  graduate  or  profes- 
slonal  school  would  be  like  are  being  fulfilled,"  drew  agreement  from  58  percent 
of  the  whites  but  only  47  percent  of  the  blacks.  .  ,  ,  ,  ...    _i  . 

In  some  other  areas,  there  were  sharp  contrasts  between  the  prevailing  views 
of  blacks  and  whites.  Their  opinions  about  reforms  In  admissions  provide  a 
dramatic  example.  Fully  61  percent  of.  the  blacks  agreed  that  "more  blacks  and 
minority  group  members  should  be  admitted  to  this  department,  even  if  they  do 
not  meet  the  usual  minimum  requirements."  Only.86  percent  of  the  whites  a^eed. 

White  support  dropped  lower  still  for  the  statement, /'More  minority  students 
should  be  admitted  heire,  even  if  some  qualified  majority  students  would  be 
excluded."  Blacks  again  gave  61  percent  support  to  this  reform,  but  white  suppw* 
plummeted  to  29  percent  Nevertheless,  both  blacks  and  whites  supported  the 
admission  of  more  women  and'the  Idea:  that  admissions  should  be  based  on  other 
talents  as  well  as  academic  ability.  Both  groups  also  opposed  the  proppsltion 
that  admission  requirements  should  be  raised  "so  that  fewer  people  will  enter 
advanced  study,  and  eventually  ...  the  job  market  in  the  field." 

VABiAtioMs  iw  &tvmtn-vhcxsvtx  beumons  . 

In  the:  area  of  faculty  ifelatlons,  blacks  clearly  felt  more  remote  from  their  pro. 
fessors  than  whites  did.  Blacks  described  their  professors  as  less  friendly  and  ac- 
cessible, less  likely  to  treat  student  as  adults,  and  less  respected  by  studente. 
Blacks  also  were  less  impressed  than  white  with  th-*  Uberallsm  of  the  professors 
poUtlcal  views,  less  satisfied  with  the  opportunities  for  Independent  study,  and 
more  Inclined  to  feel  that  classroom  discipline  was  too  strict.  Perhaps  more  sig- 
nificantly, they  rated  at  least  some  aspecte  of  teaching  as  less  effective  than  their 
White  classmates  did.  For  example,  66  percent  of  tiie  whites  thought  thdr  profes- 
sors explained  the  subject  matter  clearly,  but  only  48  percent  of  the  blacte  tiious^t 
so.  And  while  58  percent  of  the  whites  credited  their  professors  wltt  the  abiliy 
to  stimulate  student  learning,  a  mere  89  percent  of  the  blacks  agreed. 

To  some  degree,  the  blacks'  feeding  that  the  faculty  Is  remote  and  formal  may 
result  from  the  fact  that  most  professors  are  whlta.  Over  the  yeaw,  some  blacks 
undoubtedly  have  become  skeptical  of  friendly  overtures  from  whites,  and  some 
white  professors  may  be  uncomfortable  with,  and  therefore  more  remote  from, 
black  students,  particularly  militant  ones..  And  of  course,  whether  consciously  or 
not,  some  white  professors-  actually  may  be  unfriendly  to  black  students.  . 

The  key  question  In  this  survey  was  whether,  the  experience  of  blacks  and 
Whites  as  students  In  graduate  and  professional  schools  are  the  sasas  or  different. 
Apparently,  the  answer  Is  that  they  are  much  the  same,  but  there  are  some  dif- 
ferences. Several  of  the  differences,  however,  are  sllriit  and  do  not  offer  »«c^ 
inslslit  Into  the  real  or  perceived  grievances  of  black  students.  So  It  is  nseful,  by 
making  some  admittedly  arbitrary  assumptions,  to  Isolate  the  significant  differ- 
enees  between  blacks  and  whites  In  graduate  and  professional  schools. 

SIOMWIOAN*  MPPaKEMOas  DBSafiVB  AttHNMOM 

Assuming,  first  of  all,  that  a  difference  of  opinion  must  reflect  a  gap  of  at  least 
18  peivcentage  points  between  the  two  groups  in  order  to  be  significant.  It  Is  found 
that  blacks  &nd  whites  differed  on  only  nine  of  tiie  141  quest^onnaiw  UejM^^^ 
sumlng,  secondly,  that  the  items  cover  the  breadtti  of  graduate  and^^wfesslottal 
Sol  experlenco,  this  figure  indicates  the  experience  Is  approximately  94  percent 
the  same  and  six  percent  different  for  the  two  races. 
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•  signifl<sa.nt  dl(f«i!k^tes  are  In  attitudes  towatd  faculty  and  fomal  degree 
i>etfttlKementa.  lin  the  baste  financial  situation  of  the  students,  and  In  the  choices  of 
.fleldd  fot  advanced  study.  It  Is  to  these  areas,  then,  that  attention  should  be 

Blacks  enter  graduate  and  professional  school  with  several  strikes  against 
them.'They  often  dome  f  torn  families  with  limited  resources,  fW  whom  support  of 
iratoateistudy  would  be  a  considerable  financial  burden.  Many  blacks;  therefore, 
miist  borWw  funds  to  attend  graduate  or  professional  school,  and  not  Infrequently 
they  are  already  In  debt  for  loans  secured  to  finance  their  Undergraduate  training. 
Furthermore,  many  blacks  who  did  not  pursue  advanced  studies,  when  asked  why, 
gftraSSl  reasons  more  oft^n  than  whites  did.  It  appears  that  graduate 
and  professional  schools  already  are  doing  a  good  deW  to  meet  the  money  needs  of 
their  minority  students,  and  yet  blacks  are  still  running  into  a  financial  roaablooK, 
Perhapi^  expanded  private  and  governmental  support  are  necessary. 

SABLT  INTEREST  IN  OTHER  PIEtDS  NBOBSSARIf 

Attracting  black  graduate  pnd  professional  students  into  different  fields  of 
study  is  a  particularly  difficult  problem.  More  *Igowus  'f  o>^"ln«  »'<>W8  J^^^^ 
tain  fields  might  attract  more  black  scholars,  but  it  Is  likely  mat  the  Interest  In 
different  careers  must  be  initiated  eadler  in  the  formal  education  of  blacks.  For 
example,  it  Is  necessary  to  Interest  high  school  students  in  certain  fields,  such  as 
enelneerlng,  before  there  will  be  large  number  of  blacks  drawn  in  those  directions. 
In  many  cases,  serious  efforts  will  have  to  be  made  to  overcome  students'  career 

"^I^eoort  of  the  Carnegie  Commission  on  Higher  Education  rew-ndy  pointed  out 
that  there  are  proportionately  few  blacks  among  college  faculty  members  (5). 
Statistics  for  the  traditional  professions  also  shot*-  proportionately  few  blacks  In 
Sieseardas.  Before  these  Imbalancesare  corrected,  there  clearly  must  be  consider- 
Sle  ohanw.^  a  first  step,  the  pool  of  minority  graduate  and  professional  school 
tSdS  mustL  VMtty  IncreasidTbecause  it  Is  ttie  main  source  of  college  faculty 

•"Z&WetM^^^^^^  aurvey.  It  seems  tiiat  the  differences  in  educa- 
tional  opportunities  for  blacks  and  whites  are  narrowing.  More  blacks  are  .going 
to  collegTattd  more  are  entering  graduate  and  professional  flchools.  But  full 
Sualltyls  far  from  being  reaUzSd!  and  there  will  have  to  be  fundamental  changes 
In  this  society  and  its  schools  before  lt  is. 


1. 


Balrd,  L.  L. {  Clark,  M.  }  and  Hartnett,  K.  T.^he  Ctrapm.'  ^BepMoh 
....  oSotermlct  md  Pim  ot  OoUeoe  8enim>  Princeton,  tWucatlonal 

ffi^ttda.  WasM^       American  Counctt  on  MucatlflijW^^^  ■ 
TNfltionflim«MtolD  Service  and  Fund  for  Negro  ftttdents.  A Mtiwai 

No.  IMtoneapolls, Minn.:  National  Computer  Systems. lOWv,.,  .^  . 
OoUm  QtaduateB  a  Yew  Afi^  Leaving  Oome.  Princeton,  N.J»s  Bducatlonal 

*5."carSegtftoSssi(.n  on  Higher  ^Jducatioa.  "Prospects  of  Mlnortt^^ 
and  Femate  Participation  in  Higher  Bducation  PaoWitles."  yMhntcal.  note. 
Berkeley,  Calif.!  Carnegie  Commission  on  Higher  Education,  1978. 

iNSTWimoNAli  OOAtS  AUtt  OtmBtOtrttJU  PUNNING 

(Biohard  B.  Peterson)* 

Suppose  you  are  dean  of  academic  affairs  at  one  of  qaliforhla's  public  colleges 
or  ual^ersitles,  and  you've  been  directed  by  your  president  to  "come  up  with  a 
nesv  undSadUttte  instructional  plan  for  the  campus."  The  college,  you  are  toldj 
must  becoS  "more  relevant  to  the  'new  learners',"  or  "viable  for  the 'steady  state^ 
of  the  '70s,"  or  some  such  shibboleth.  Perhap's  certain  campus  leaders  (you  in- 

» Richard  PetcMon  18  a  research  usychologlet  at  aufl  In  BerMley. 
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cUkUhI)  hpve  boon  smitten  by  a  new  (or  old)  concept  of  the  good  curriculum! 
Bell's  ^'general  cUucutlon,"  SSanford's  "pcrsunal  development,"  Hook's  **ratlonal 
ulternatlves."  Uutcliin8-und-MaeDonaUVs  **cla8slcal  liberal  education,"  Brown 
University's  •♦modes  of  thought,"  Alice  Lloyd's  ♦♦community-based  learning,"  ov 
Prescott  College's  ♦♦indoor/outdoor"  program, 

A$«3ume  ym  are,  open-minded,  receptive  t(»  ideas  from  all  sources,  and  a  political 
realist,  aware  that  to  keep  the  i>eace  (and  your  job)  you  can't  ignore  judgments 
emanating  from  various  power  centers  t  departmental  baronies,  the  faculty  associ- 
ation, administrative  cliques,  insistent  (and  wealthy)  alumni,  the  student  news- 
papers, and  so  forth.  You  also  have  th«  rectitude  to  know  that  the  undergraduate 
curriculum  ought  to  reflect  the  Institution's  accepted  goals.  And  finally,  you  hav^ 
the  good  fortune  to  have  comprehensive  and  recent  data  about  those  Institutional 
goals. 

As  academic  dean  In  a  California  college,  your  chances  of  having  such  data  ate 
better  tlian  r>(Kno.  Of  the  180  regionally  accredited  colleges  In  the  Golden  State, 
11«  distributed  the  Institutional  Goals  Inventory  (IGI)  In  the  late  spring  of 
1972(1),  They  did  so  as  part  of  a  cooperative  analysis  of  higher  education  goals 
for  the  State,  sponsored  by  the  legislature's  Joint  Committee  on  the  Master  Plan 
for  Higher  Kducation,  The  Joint  committee's  objectives  were  to: 

Compile  Information  for  use  In  conceptualizing  the  purposes  of  higher  education 
in  California, 

Survey  the  beliefs  of  lay  citizens  residing  near  the  campuses  regarding  the 
goals  of  the  respective  Institutions. 

Afford  an  opportunity  for  thousands  of  people  associated  with  the  Institutions 
to  register  their  beliefs  about  college  and  university  goals. 

Kxtend  to  each  college  imd  university  an  opportunity  to  study  Its  own  goals  by 
using  Information  from  the  IGI  however  It  might  be  useful  (1). 

Depending  on  campus  size,  50  to  150  faculty,  undergraduates,  graduate  stu- 
dents, and  commntilty  laymen  filled  out  the  IGI.  Smaller  groups  of  administra- 
tors on  each  campus  were  polled,  as  were  members  of  the  governing  boards  of 
the  University  of  California,  the  California  State  Universities  and  Colleges 
system,  community  colleges,  and  private  Institutions,  in  all,  23,820  individuals 
participated. 

The  IGI  consists  Of  90  goal  statements.  Using  a  five-polnt  "Importance"  rating 
scale,  each  respondent  rated  each  statement  twice,  first  an  is.  rating,  telling 
how  important  the  goal  is  perceived  to  be  at  present,  and  second  a  ShoiUd  Be 
rating*  telling  how  Important  the  goal  ought  to  be.  Of  the  90  It^ms,  80  are 
divided  among  20  goal  areas,  which  are  listed  In  the  accompanying  table.  The 
remaining  10  Items  are  diverse,  miscellaneous  goal  statements.  The  IGI  also  has 
a  series,  of  biographical  questions— faculty  rank,  student  major  field,  and  so 
on— for  analytic  purposes,  plus  space  for  responding  to  any  goal  statements  or 
t»ackground  questions  a  particular  Institution  may  wl^h  to  add. 

As  chief  academic  affairs  olBcers,  your  curriculum  reform  maudate  will  be 
hard  to  carry  out  at  any  public  institution  In  California,  but  harder  in  some 
than  In  others.  If.  fdr  example,  you  are  the  dean  of  Instruction  at  a  community 
college,  you  prqbAMy  will  not  ha V6  too  much  trouble  getttilg"j^our  plan  accepted. 
That  ^,  It  might  not  take  more  than  two  years  of  tuggliig^and  hauling. 

Of  the  four  segments  of  California  higher  education,  it  Is  In  the  community 
colleges  that  there  is  the  most  i^greement  among  constttueht  groups  (students, 
faculty,  trustees,  ano  so  on)  about  preferred  Institutional  goals.  This  relative 
agreement  ought  to  make  for  relative  ease  in  cpttcelvlng  and  carrying  out  a  new 
curriculum  plan, 

VoCAWONAt,  CONOfiRN  HlOtt  AT  fiVmsonV  CO 

Take^  Everybody  Community  College,  a  mythical  Institutloii  based  on  data 
drawn  f rom  6&  community  colleges.  What  would  be  the  essentials  of  the  instruc 
ttonal  program  there?  Judging  from  the  IGI  data,  the  touchstone  of  Every, 
body's  new  curriculum  would  be  moaUonal  prepaMtlon^  which  ranks  first  among 
the  20  goals  In  six  of  the  sm^en  constituent  grout)S,  with  the  faculty  ranking  It  a 
close  second.  Another  essential  would  be  the  goal  of  iMMdml  permmt  dmtop* 
T^lU^i^^i}}  constituencies  rank  in  the  top  three,  llio  third  basic  ingredient 
would  be  the  goat  of  dom>;m/^fy,  first  with  faculty  and  among  the  top  three  for 
alt  other  groups.  You  will  want  to  pay  some  attention  to  two  other  goals— 
/nfcHco/«fl!  oHcn.<««oH  and  meeUnff  heat  nveds^tlnxt  pretty  consistently  dog 
thcheewof  the  three  leaders,  .  ^  » 


erJc  3'^<j 


Tills  conseiwaa  is  impressive,  it  seems  to  repr«gsut  a  currlculuiu  plan- 
nw's  awaiM.  The  basic  political  probleips  seem  to  haVe^been  solvert,  or  not  to 
evisV  atXersrlwdy  CO.  ^  to  do  Is  flU  In  the  details  of  your  plan 

Snd  tbenlmpS  Everybody  CO  doesn't  really  exist,  and 

th^  rTaW  or  Internal  , p  community  college  cathpus  to  another  is 

''^T^Aorylefffceptlonao^  beliefs  about  the  SouW  lie, 

regarding  feach  goal,  and  while  almost  all  coustUueneles  wlsli  for  a  greater  sense 
of  community  (mutual  trust,  vesjiect,  and  so  forth),  the  various  cpwmunity 
colleges  differ' greatly  in  the  tevel  of  community  presently  perceived  on  their 
campuJes7Tlre^^^^  «8  wanted  and  what  i« 

seen  to  be.  Therelire,  i>i  tact.  •can^'PW^es  where  ficulty^and  admlnisttatora,  or 
liberal  arts  and  vocational  faculty,  barely  talk  to  each  other,  r 

Furthermore,  there  Is  the  Very  serious  p^M  -  n,  pttttlcularly  at  urban  com- 
munity college  eampKses,  of  basliJ  student  •v,..y,  m  this  respect,  some  Inner 
city  campuses  ate  not  much  dlffsr^nt  t'  •  uigftt  schools.  Literacy  training  is 
not  coveM  t»;  tlie  IGl,.  except  imllfectly  iii  two  items,  because  it  was  not  con- 
sidered an  Important  goal  in  the  broad  higher  education  perspective.  Still,  It  is  a 
fiihctlon  community  colleges  often  need  tonerform  if  oim  <|duiisslon  Is  not  to 
be  a  prttel  deceittlon.    ,     '       .      '        '  i     .  ,  ^  , 

Scores  of  yoiiths  leave  community  cfaieges  Afti^r  just  a  yeat-rfone  semester  in 
good  standing,  and  one  OB;  probatlonir-with  their  hopes  for  a  colleiJe  eduoation 
dashed,  Soiiie  tlien  enroll  in,  pi'optletflry . schools  If  they  can  afford  to)  ,  otuers 
join  the  military,  m#y  And.  jobs  where  they  do  not  need  to  r^f^d.  or  wrlte  or 
multiply,  and  othersMhe  to tHsWeets.  ^  ^^^^^^^^  ^^.r  ;  ^  ; - 

S6  beneath  itS*  promising  sttrfttce,  tbe  mytbleal  |3Vovybo(ly  Comnninity  Cfollsge 
has  Its  bfdblem^and  80  do  yoii.  With  thiit  ^yide  agreement  among  constituent 
groups  about  what  the:  btt^tic  eawpiis  go^W  shovld  be.  currleuluti^,  veform  ongbt 
to  be Msy.' But  it  w^u't  be,  becatise  of  Internal  squabbles  arising  from.diffefeht 
perceptions  of  the  and  b^icaiike  .therf^hy  Hot  be  general. .support  foi-^goals, 
sttch  a  remedial;  developmental,  and  Utemcy  education,  which  are  not  covered 
by  tm  idi.  Oottls  such  hs  theso  rtqUlife  nbt  only  bvoad  and  enlbusiastic  sup^rt 
but  massive  InfUsldps  of  new  Iresourcee.       '      '  !    ,    .  ; 

Tf  you  think  that's  tough,  consider  your  situation  If  you  were  academic  vice 
president  at  the  hypothetical  Seasauk  State  Collfege,  an  aggregate  of  16  catnptises 
of  the  California  State  Universities  artd  Colleges  system,  At  Seasauk,  ,  the  level 
of  constituent  agreement  abotlt  S?»ottl(l  He  goals  is  substantially  lowei*  thftn  at 
Everybody  CC.  Unless,  you're  a  mi>:acle  worker,  you  will  not  have  an  easy  time 
securing  general  suppol^  for  yout  new  program,    .  .       i  ,     *       . '  . 

The  faculty,  many  of  them  reevulted  from  prestlglovs  graduate  schools  during 
the  '(JOS,  waht  SSO  to  be  ifitelle^tiially  vital.  Taey  fnak  *Ucl<eo<woI  orientation 
oif  gt'aduates  ftt  the  top,  followed  by  commtthiip,  intiUmiiat  cnvlrmmntt  aca- 
deinto  devdopMintt  Htu]  \iiU4>l4mt  pmwat  dmiopinmU  This  general  pattern 
holds  for  administrators  And  the  president,  althoughine  latter  Mtaclies  relatively 
Mgh^v  hnmHawe  to  indimm  pmmat  4ml^Ptnent>  ^  '  .    .     . .. 

Uhdergraduktes,' While  they  rank  fO»tm*i»«f/  highest,  follow  it  closely  with 
indMdml  pefmat  devetopmnt  (at  a  higher  ^ibsoluto  level  than  the  professors' 
tAHmh  tiit6ttemitt,  <>Hmmiont  and  iiooatimat  pi^epmtion,  On  this  last  goal, 
'  vomtrnttt  pmai-atim,  the  students  find  themselves  with  surprising  bedfellows* 
the  generally  conservative  trustees,  but  estranged  from  the  board  on  the  matter 
<it  Indtvtdmt  pmomt  dcvvtopmimii 

So  at  least  three  sources  of  conflict  become  clear.  The  bUlk  of  Setttiauk's  faculty 
waht  a  good.  Intellectually  respectable  curriculum  oriented  toward  the  liberal 
arts,  with  some  attention  to  the  persotml  development  of  students.  However,  the 
faculty  is  seriously  demofaU^d ;  their  gap  between  the  Is  and  Should  ratings 
of  the  mnmunitif  goal  s*i  the  largest  for  any  constituency  at  any  tyjw  of 
institution. 

voiOfitBss  sTtfUES'tg  voTB  wmi  Ttttan  WJfc'i' 

Oh  the  other  hand,  mntiy  of  the  students,  in  addition  to  ltidli)iitmt  pvmMt 
dm;U)pm'jnt,  want  voeattotiat  rclevuncy,  and  they  have  support  from  trustees 
and  the  lay  community,  ttntfcfgntdiiatcs  fthd  graduate  students  rank  VQeatlomt 
prepmtHm  tontih,  Trustees  and  off-campu^  residents  rank  it  third.  The  faculty, 
howevei',  rank  iioduHoHat  pNpurattnn  10th,  <lhd  the  pl'esld^nt  And  administrators 
30^401!}— ?4- 


tilace  it  nth  ana  ninth,  respectively,  While  utMmu  have  little  vMce  in  Seasauk's 
<»"°clls,  thoy  ypto  with  theii?  feSt,  ana  en'wllinehts  have'"l©velea  dff,"  nM 
nillL*  vLl*2.   '  0?«i»Ping  precliiltonsly  ftt  several  cato. 

puses,  yocatlon-ortentea  stuaents  cUn  ^vrltch  to  a  <!ommut»lty  college,  Where  the 
cost  is  lower,  or  to  a  proprietary  scb'jol,' where  it  Is  higher;  ^Phose  seeWnfe  per* 
sonal  aevelopment  can  transfer  to  a  private  college,  again  at' higher  cost;  or 
arop  into^the  meaitatidn-organlc  foda«overalls  subcwlturei,  mth  Its  tienietj  ellniate 
o£  warm  temperatures  ana  fooa  ^itfeinps.  ■  ■ 
.  The  point  of  view  of  Stusavk'S  boJira  of  trustees  IS  a.third  toctor  ijohtributing 
to  the  generally  low  level  of  p-greeweht  about  instltotiorial  gohla.  While  the  board 
appears  to  exercise  little  di^.ect  control  oV6r  aiJademic  affairs^  <th6  broaa  p61itical 
and  eaucational  values  of  ics  members  ao  aflfect  the  environinfent  in  which  SSO 
musv  forge  ana  mplemenf  any  new  acaaemic  plan;  And  ttceoraing  to  the  IGI  aata, 
the  trustees' beliefs  could  not  be  calleaultraproteresslve. 

On  monUlte  ratings,  for  example,  the  board  stands  above  all  groups—far 
above  the  professors-6)4  acpwnmmtv.  li  stattds  below  all  groups  on  mmami 
emkonmm.  inimatl^^^^  gwemance,  and  fyeedm  as  institutional 

goals.  In  fact,  with  only  three  exceptions-oomwttttWtf,  acomntahiUtv  and  vocih 
thmtpreparatim-^m  board  falls  below  all  constituencies  on  all  goals,  in  some 
IL"ff„te«®"'*"'  Ittrije  margins.  In  other  words,  tHe  board's  collictlve  opinloh 
is  that  many  goals  shoiild  be  of  mtidlum  to  low  Impbrtanoe  for'  Seasauk.  a  view- 
pohjt  in  striking  contrast  to  the  attitudes  of  aU  other  constitueflt  groups" 

C  early,  curriculum  roform  at  SSIO  will  require  accommodations  among  the 
fttoulty's  desires  for  tatfeUectual  M  academic  respectability,  the  student!'  in- 
terests  in  vocational  preparatiei*  and  human  development,  and  the  trustees'  gen- 
eral  acttdemic  conservatisin.  All  in  all,  restructuring  the  curriculum  should  be  a 
aestful  unaertaklng  In  a  fairjy  fluia  system  where  good  laeas  often  ao  struggle  to 
surface,  a  system  which  shows  many  gooa  signs  of  forward  movementrinaS 
the  large  gaps  between  J«  and  Should  Be  ratings  on  tnmmtion  bespeak  a  3 
yearning  for  x-hanges,  partlculrtrly  among  faculty,  As  SSO's  acaaemicvlce  presL 
aent,  give  yourself  about  foul'  years  to  move  from  the  original,  "What  we're 
doing  is  not  working,"  to  the  eventual,  "Now  we've  got  something." 

Your  task  as  acaaem  c  vice  chancellor  at  Great  University,  on  the  other  band, 
is  even  more  problemat  c.  Interests  aha  attitudes  seem  more  hardened,  steel^  to 

•  f'^'^^^'JJ'^^^.^*^^      greatness.  Radical  critics  wh™say 

the  system  hasn't  fielded  a  significant  new  educational  idea  since  the  Santa  Oruss 
canipus  are  dourly  dismissed  as  having  missedthe  point. 

THto'S  MSlAaBBEMBN'r  A*  OBBAT  W,  TOO 

tt«^P°*iF®  ^^f  people's  real  goals  for  OU  <a  statistical  amalgam  of  eight 
Un  versity  of  California  campuses)  t  What  are  your  chances,  as  vice  chancellor, 
to  Implement  a  new  undergraduate  currloulu^f  Somte  of  the  dimensions  of  E 
agreement  at  Se&sauk  also  exist  at  Great  V,  alt&h  in  more  Siffl  Sm.  She 
TH^iT-?:^  mpmtlbn  should,  rank  16th.  The  Soeffi  and 
°"^^2th.  respectively.  Undergraduates,  on  the  other 
hand,  rank  It  11th,  and  the  eomnjunlty  people,  6th.  Interestingly,  the  lay  citisjens 

nISch  highM^irlJrity  Tltl"^'         ^''"^  would  iKe  GU  to  bes^w 

>*-i^  at  Seasauk,  faculty  anh  students  disagree  about  the  priority  for  iin44vidmt 

any  other  consfltuency,  Undcrgmduates  and  laymen  rank  It  fourth,  higher  than 
fil^Sitt  :  ^^^'^^"-"Ji^'.'"^*^.  undergraduates  and  graduate  students  give 
priority  to  it  ""^""^      think  Gu  attaches  very  low. 

ptn^mut,  mtimcfi  smucm  ot^ibb.  abbas  • 

««Jfei^.2f^fL''*'^"^<>^  poteatlnl  eoiiflict.  Uhe  «o««o  development  m\ 
ranks  fifth  with  the  professors  and  the  regents.  It  ranks  14th  with  the  under 
graduates,  who  place  It  8rd  in  the  /s  rankings^klB  rankings  for 

Sff  ZTJ^^^^^  and  communltf  people  than  &  Xe?  c£ 

Likewise,  the  strongest  support  for  soolat  oHUoim  as  a  unl- 
tt^i^*tf^*if<*VISf  '*'<*5»  other  constituencies  rank  It  I7th  or 

*''^i^'h^.*A  absolute  rating  by  far  coming  from  the  regents, 

pile  It  is  not  dear  that  the  prtorlty  glv.n  to  research  must  aiVect  the 
nature  of  the  undergraduate  currlculumr  It  seems  reSable  to  as^me  tiSt.  If 
research  activities  are  scaled  down,  more  resources  will    avaliabinor  uK 


graauate  Instruction.  Attitudes  about  the  tmportfeRCe  ot  research,  Ineludlng  Its 
mlatlye  Unportance  vls-a.vls  other  goals,  are  somewhat  complex,  Judging  ftora 
the  m  data.  Except  for  the  regents,  who  rank  It  second,  a»l  constituent  groiips 
perceive  mearoh  to  the  top  priority  goal  at  Great  V  today.  With  regard  to  the 
anmUl  Be,  reamm  drops  Itt  rank,  but  continues  to  hold  a  high  level  of  lmpor« 
tanco.  In  othei"  words,  the  various  coi»siltu.enoles  support  sustained  emphasis  on 
mearoh  but  want  other  goals  elevated  to  the  same  or  higher  priority.  Thus,  in 
the  Should  Be  rankings,  rMeorofo  drop  to  sixth  for  faculty,  12th  for  underin^adu- 
ates,  third  for  the  chancellor  and  the  regents,  and  eighth  for  community  residents. 

There  are  some  important  areas  of  agreement  among  GU's  constituencies. 
Ommmitv  and  tnteUeotml  orientation  are  among  the  top  four  Should  Be  goals 
for  all  groups,  and  inteltectml  emHroninent  fares  well,  too.  All  the  on^ampus  con- 
stituencies rank  freedom  quite  high,  while  the  regents  and  off-campus  residents 
rank  It  ninth  and  15th,  respectively.  Likewise,  advanced  training  Is  valued,hlgmy 
by  aU  groups  but  the  undergraduates,  and  6ven  they  accord  It  a  solid  absolute 
Importance  rating.  The  regents  regard  advanced  training  as  the  top  goal  In  both  /« 

ixn&  Should  Be  vanMngB,   .       .    '    ,     .      «  »i. 

So  you  have  something  to  begin  with  as  GU's  academic  vice  chancellor,  At  a 
minimum,  the  new  order  should  be  a  community  of  free  Intellects,  perhaps  capable 
of  advancing  to  the  outer  edges  of  terra  cognosdhle.  But  the  professors,  usually 
in  accord  with  the  administrators  and  the  regents,  want  something  more.  So  do  the 
students,  often  with  the  support  of  the  townspeople.  And  the  two  "mores"  are  dif- 
ferent. What  tJie  faculty  wants  Is  already  rather  well  developed  at  GU,  but  what 
the  students  want  Is  only  rudimentary  and  spotty*  la  scores  vary  from  campus  to 
campus  for  such  goals  as  vocational  preparation,  personal  development,  humn' 
i»nyaUrni9m,      9oM  criticism.  .  ,^  .  ^ 

On  balance,  you  are  In  for  a  difficult  time  indeed.  The  sense  of  community  Is  not 
impressive  at  GtJ,  and  there  Is  that  pervasive  feeling  of  satisfaction  with  what 
OU  has  come  to  be.  It  comes  as  little  surprise  that  the  /«  and  Should  Be  mp  on 
innovation  as  a  goal  is  smaller  for  the  faculty  here  than  at  any  other  California 
iSttttion  partlelpatlng  In  the  IGI  survey.  And  ttie  Should  Be  rating  for  inn^ 
vatton  iB  lowest  not  only  f«r  the  Great  tJ  faculty  but  for  administrators  as  well. 

The  chief  source  of  conflict  is  between  students  (and^  to  some  extent,  jeommu- 
hlty  people)  and  the  rest  of  the  university,  largely  over  the  Issues  of  individual 
personal  development,  social/pblltical  relevancy,  and  career  preparation.  Great 
tl  being  what  it  is,  extensive  currlculaif  restructuring  is  not  likely  to  be  forthcom- 
ing. Not  a  few  students,  in  consequense,  will  choose  to  seek  their  educational 
fortunes  In  other  settings.  ,  ■ 
•Moral  J  If  you  let  the  students  go  elsewhere,  they  will. 

1.  Peterson,  R.  B.  &oaU  for  Oatifomia  Higher  Mucationt  A  Survey  of  m 
Academo  Oomm/umi^»>  Berkeley,  CaUf. !  Educational  Testtng  Service,  1W8. 


IB^om  Change,  Wtay  1974  J 

G«At»t/A'rE  EnooAMON  !  Tatii  Nkw 

(By  Charles  V.  Kldd)  ' 

Graduate  education  and  academic  science— victims  In  recent  years  of  federal 
benign  neglect-have  been  subjected  to  the  scrutiny  of  an  unprecedented^  seHes 
of  hlgh-tiowered  national  commlseions  and  task  forces.  But  one  of  the  most  strik- 
ing aspects  of  their  successive  national  reports  Is  that  they  have  been  Itteffcctual 
in  movmg  federal  policy  off  dead  center.  They  have  argued  for  stability  of  federal 
research  support,  and  support  has  been  cut.  They  have  argu&i  for  aid  to  graduate 
JtudS,  and  federal  ald^as  been  progressively  reduced.  They  have  argued  for 
institutional  support,  and  federal  Institutional  sup^)ort  has  been  all  but 

**"what  then  Is  gained,  it  might  be  asked,  by  a  comprehensive  look  at  a  series  of 
reSstowhlch^Slltt'leattentl^ 

thrgoal  of  a  rational  public  twl  ey  toward  graduate  education  lies  tn  the  fact 
that  Wthe  first  time  since  the  market  for  PhDs  softened  and  federal  support  was 
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mtuewl,  we  «re  lUrtv  lU'vWuK  nr  mm  consomsns  oh  tt)»t).v  m\tm\  elomeiits  of 
vatlonale,  purpiis*,  U»HH'tiw«»t«llt»e.<t,  luut  tlie  desli-ublo  aoale  of  federal  sumwrt 
for  graduate  ediK'iitlon, 

During  the  period  of  Ave  years  that  these  commisaloiis  met,  we've  experienced 
very  rapid  change.  Both  the  current  and  progressive  job  market  for  those  with 
advanced  degrees  has  ijeoome  markedly  leas  favoralile.  General  faith  in  the 
capacity  of  science  to  solve  social  problems  has  declined.  Many  have  l)ecome 
skeptical  about  the  role  of  universities  in  society,  WJiile  student  protest  convulsed 
one  campus  after  another,  many  state  legislatures  became  less  favoraWy  inclined 
toward  universities.  Accordingly,  the  reports  of  1973  are  (lulte  different  in  tone 
from  those  issued  in  1968  and  1969.  Th^y  are  less  expansive  in  tone,  and  often 
less  positive,- 

Tl»e  comijositlon  of  the  groups  that  prepared  the  .reports  is  also  interesting. 
The  CttrneKie  Ooiuniisslon.  which  spanned  the  years  1968  througli  1978,  was  dowi^ 
uated  by  those  with  special  ties  to  hlRher  education.  The  Rlvlin  report,  prepared 
niuler  the  direction  of  Alice  Rlvlin,  HEW  assistant  secretary  for  planning  and 
evaluation.  \vas  produced  with  the  help  of  n  group  of  high  government  officials 
®?lf'>.?^''tS*  ^l'."  ^'atlon«H  adenee  Board  rei»ort  was  prei.ared  under  tJie  direction 
of  Philip  Handler,  then  chaiwnim  of  the  National  Science  Board  and  now  presi- 
dent  of  tl»e  Nattonnl  Academy  of  Science,  with  the  help  of  pwminent  scientists 
and  exi)ert«  In  and  out  of  government.  Tlie  Hester  report  was  the  prwltict  of  a 
task  force  comjwsed  of  14  academic  administrators  (la  presidents  and  2  vice 
chancellors)  and  2  businessmen :  the  chairman  of  the  group  was  .Tfwnes  M.  Hester, 
president  of  New  York  University.  TJie  National  Board  on  Oi-adtiate  IMucation 
is  dominated  liy  dIstlngtUshed  professors.  Tlie  memlmrs  of  the  group  that  pro. 
duce<l  the  Nownmn  reiiort  were  prinwrlly  staff  members  of  HlOW,  but  university 
administrators  and  congressional  staff  members  also  participated. 

Most  of  Uiese  people  have  substantial  Influence  in  government  universities, 
and  the  business  world.  They  have  thtis  tended  to  reflect  the  valttes  of  tliose  who 
see  the  prol)lems  from  the  inside.  The  reports  are  basically  conservative  in  tliat 
they  accept  the  essentials  of  the  existing  system  of  graduate  education.  (The 
one  exception  is  the  Newman  rei»ort,  which  is  more  concerned  with  the  needs  of 
students,  the  use  of  graduate  educatioti  to  elevate  standards  of  social  welfare, 
and  the  need  to  prepare  students  for  positions  outside  the  educational  systems.) 

WHY  t'EBEBAl-  SOPMIIT? 

Most  of  the  reports  make  the  case  for  graduate  education  and  research  in  gen* 
erally  similar  terms.  For  example,  the  1969  Natloiml  Science  Board  report  em* 
phaslzed  thpse  themes,  which  have  been  repeated  in  later  ones; 

Graduate  Instlttttions  are  national  resources. 

Oraduate  education  produces  students  and  knowte<1ge  of  wide  applicability. 
The  federal  government  needs  research  and  graduate  students  for  its  own 
programs. 

The  federal  government  Is  in  a  special  position  to  redress  geographic  iJnbaU 
ances  and  to  provide  assistance  for  the  development  of  graduate  programs  to 
benefit  communities  that  cannot  Initially  afford  them,  ^  " 

Even  the  Newman  report  implicity  assumes  that  a  major  ftmctlon  of  Moral 
suptwrt  should  be  to  encourage  reform  and  responsiveness  to  social  needs. 
Differences  arse,  however,  when  more  precise  questions  are  addressed:  Why 
provide  federal  umeMs  to  graduate  students?  ts  support  of  institutions  a  good 
Idea  or  not  i  and  If  so,  why.  In  what  form,  and  how  much?  Mow  should  federal 
u  ^{^^  to  Jl'Bttge  the  purpose  aud  content  of  graduate  education? 
What  should  be  the  level  of  support?  . 

t?uS''i?*l®''*l.'^l.^"^^!S'Af  StAAme  education  since  William  .Tames  published 
"The  fht^  Octoptut  •  In  1910  has  reflected  tension  over  the  social  function  of  the 
tP^  I"  t***®  National  Science  Board  argued  that  "encouragement  should  be 
given  to  the  development  of  multldlsclplluary  graduate  programs  at  both  the 
vuf^^^l  /loctorate  level,  adapted  to  the  problems  of  a  chatiglng  society/' 
ilve  years  later  the  Carnegie  C<,mmlsslon,  In  College  Oraduates  and  .Jobs,  re. 
Iterated  the  same  theme!  "Professional  schools  ajid.acndemlo  depattments  should 
cooperate  in  the  development  of  joint  degree  programs  In  response  to  emerging 
fogSfcEge*'"'^       '  »'esl?onse  to  the  advancement  of  knowledge  or  tech«(v 

The  National  Boatd  and  the  Newman  reports  went  beyond  the  earlier  ones 
support  to  bring  about  change  In  two  directions.  The  National 
Board  report  assumed  that  graduate  education  la  bnslcally  sound  in  method 


So 
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and  objective  but  tlmt  "tho  uNwtwl  tleollue  of  the  ncaaewlc  mw^et  and  the 
newly  emerging  di'inaud  fov  lU'ofesslonally  trained  Individuals  who  can  con- 
tribute  to  the  solution  oi  onei-gy,  envlrpnuiental,  and  "f''"" 
require  the  reallocation  of  resources  within  universities  In  order  to  develop 
new  professional  (and  interdlselplluary)  graduate  programs.',' , The  board 
sneclllcuUy  proposed  that  wo  establish  la  s.erles  oJ  large  projoot  grants  In  deslg. 
nated  places  to  expand  the  research  nnd  advanced  training  base  of  the  fields 

^^Th^e'^Newman  report  was  somewhat  tnore  critical  In  tone  ;  "National  policy 
must  seek  to  redirect  graduate  education  to  new,  social  needs,  and  to  Improve 
the  productivity  of  Investment  In  graduate  education.  .  .  .  The  Federal  govern- 
ment must  now  use  Its  leverage  to  encourage  reform."  Howeivert  Its  recom- 
mendations with  respect  to  the  content  and  purpose  of  graduate  education  were 
not  particularly  radical.  The  major  difference  between  the  National  Board  and 
the  Newman  reports  was  that  the  former  stressed  research  as  the  major  uni- 
versity contribution  to  the  solution  of  social  problems,  while  the  Newman  report 
argued  that  we  should  ln«U'ove  the  system's  capacity  to  pi-oduce  imnAo  better 
equipped  to  deal  directly  with  social  problems.  ^ 

Still,  none  of  these  various  calls  for  change  In  graduate  education  has  aerl- 
outly  affected  Its  actual  content  and  purposes.  Students  seem  mainly  to  have 
shifted  to  fields  Where  a  higher  proportion  of  Jobs  Ues  outside  the  colleges  and 
universities.  Moreover,  the  shift  has  been  from  one  set  of  disciplines  to  another, 
rather  than  o  substantial  change  within  the  disciplines  themselves. 

ItOW  MUCH  Plt.VWNn? 

An  nittilysls  of  tUfSf  reports  on  gradimte  education  lends  one  to  oontihide  that 
questions  of  principle  nnd  purpose  are  not  In  fact  separable  from  questions  of 
dollars,  because  souie  of  the  most  Importiuit  questions  of  principle  can  only  be 
answerwl  In  biulgetnry  terms,  Keoonunendatlons  are  Incomplete  unless  they 
spec'lfy  what  protwrtlon  of  the  available  federal  funds  should  be  provided  for 
what  ends.  One  iiercont  Is  different  In  prluplple  ,,f rom.  ninety  iierceut.  A  recom- 
mendation that  a  "small  proportion  of  the  nation's  outstanding  students  be  given 
federal  fellowships  for  griidunte  work"  becomes  much  nwre  useful  If  the  number 

■  The  Newman  proimsnl  for  a  prograni  of  portable  fellow8hli>s  deslguwl  to  give 
students  substantially  more  Influence  over  their  graduate  curriculum  could  not 
have  much  effettt  nidess  fellowshli)s  were  grante<l  to  a  substai»tlal  pmimrtlou  of 
graduate  students—perhaiKS  a  quarter  or  a  third.  We  then  have  to  decide  whether 
a  program  of  this  slSie  is  feasible  and  whether  there  are  bettei-uses  for  that 
monev.  Obviously,  a  'proiK)sal's  general  feasibility  and  acceptability  depends  on 
how  much  It  Would  cost.  A  set  of  recommendations  that  does  not  call  for  siiedflc 
anumnts  simply  alHlk-ates  to  biulgyt  makers  the  really  dlttlcult  and  critical 

*'''ou  The  criterion  of  siwclflclty,  the  reports  of  the  Oarnegle  Comtulsslon  and  of 
thrNi  "lom  l  M(.ar(l  on  Oraduaie  Kducutlon  earn  h  gh  marks.  The  Carnegie  Com- 
mMou's  Qmitltv  and  AV/««?»i/ i'e(.»mmende<l  tlmt  l«;t;ll±i*l*r«^£? 
for  university  and  college  research  be  Increased  over  the  »»ext  several  mnWt 
with  the  umiual  rate  of  Increase  declining  from  15  percent  In  to  10  im' 

wnt  l  10T«l-7r.  This  rate  of  Increase  reflects  expanding  doctoral  enrollmehts,  Use 
of  more  costly  technology,  and  the  need  for  expansion  Into  new  fields  of  f«s^arch. 

Bv  iWartt  e  need  for  stal»lllty  In  federal  funding  of  graduiite  education  and 
reseiu'ch  reiJlatKMl  the  earliw  pleas  for  sustained  growth.  In  Prtwims  for  At'tUm 
the  I'anierie  Commission  said!  .    .       .       .  ^  .   j  „i 

"Federal  support  for  scientific  ^eaearch  should  be  maintained  at  the  same 
level  as  m  the  1000s,  and  on  a  steady  basis  In  relation  to  the  GNP.  More  priority 
should  be  given  to  basic  research,  with  more  funds  for  the  social  sciences  and 
humanities,  with  awards  to  Individual  projects  on  the  basis  of  merit  a«  deter- 
Sd  by  panels  of  academic  experts,  and  with  fiexlblUty  In  assignments  of 
funds  to  reflect  changing  possibilities  from  one  field  to  another." 

S  National  Hoard  on  Graduate  Education  was  more  emphatic  In  Doctorate 

**''sSIun!^S"?tii^^^  policies  toward  graduate  education  and  research  aro 
hltthlv  desttt biiiiiing  and  very  incttlclent,  whatever  their  orlglti  or  motivation. 
ASt  shlftrin  federal  policy  can  be  particularly  danmglng,  given  the  federal 
governmeut's  signlttcant  role  In  supporting  research  and  graduate  students.  .  .  . 


Major  changes  In  feflwal  policy  shorild  be  based  upon  careful  evaluation  of  their 
Impact  and  ahoriW  be  Implemented  over  several  years  through  a  phased  process 
that  Is  coordinated  with  tlte  affected  states  and  universities,  ,  ,  ,  A  coordinated 
federal  pdllcy  ^toward  graduate  education  and  research  does  not,  th  fact<  exist 
Aulmportant  first  step  would  be  creation  of  a  coordinating  agency/^ 

fl^e  report  took  the  view  that  the  rapidity  and  severity  of  federal  cutbacks 
in  the  last  five  years  will,  if  continued,  "undermine  the  nation's  capability  for 
high  duality  graduate  education  and  research/' 

Both  the  National  Board  on  Graduate  (Education  and  the  Carnegie  Commls* 
Mon  reports  of  1973  stressed  the  significance  of  federal  support  for  basic  research. 
The  National  Board  report^  reflecting  views  expressed  in  a  number  of  Oavnegte 
Commission  reports!  said  ; 

^  ^*The  real  and  present  danger  is  <iiat  the  urgency  of  current  problems  will  lead 
to  an  underestimate  of  the  seriousness  of  problems  td  be  encountered  one  to  five 
decades  in  the  future,  and  to  an  Incorrect  assessment  of  the  value  of  basic 
research  and  of  the  level  at  whidh  it  should  be  suptwrted.  The  absence  of  growth 
(ih  real  terms)  of  federal  eJcpendttures  for  basic  research  In  colleges  and  unl* 
versittes  dnce  1968  Is  an  ominous  development" 

^Wie  Newmap.  report  on  the  other  hand,  concentrated  on  Issues  that  have  not 
been  so  ttioiy)ughly  analyssed  and  debate<l  Thus,  it  stated  the  objectives  of  federal 
support  In  terms  which  make  excellence  In  traditional  PhD  programs  only  one 
of  fourobJective«i: 

"The  relevant  issues  of  federal  policy  toward  graduate  education  concern  not 
only  the  level  but  the  terms  of  federal  support  Specifically,  the  federal  govern- 
ment  must  seek  terms  of  support  ^hich  encourage : 

excellence  among  traditional  PhD  programs,  rather  than  their  further 
proliferation, 

greater  emphasis  on  gi*aduate  curricula  which  Will  give  students  career  options 
outside  academic  settings^ 

new  emphasis  on  professional  programs  aimed  at  training  individuals  to  solve 
the  social  {n*oblems  of  the  seventies  afid  eighties,  including  an  emphasis  on  the 
upgrading  of  the  traditionally  weitk  types  of  professional  schools,  ^ 

effective  opliortunlties  f or  acc^  to  graduate  education  on  the  part  of  women* 
minorities,  and  old^r  students/* 

Neither  the  Newman  nor  the  National  Board  teports  touched  in  detail  uiKm  a 
number  of  problems  that  federal  support  of  academic  i^oienoe  creates,  As  the  1089 
Rivlin  report  noted  J  '  . 

**'.Phe  project  system  bas  many  advantages  and  shoitUI  be  retained,  but  it  has 
also  generated  some  imbalances:  (a)  Decrease  in  professors'  loyalty  to  instltu« 
tlonsi  (b)  Inadeciuate  attention  to  teaching;  (c)  Relatively  weak  support  of 
humanities  and  social  sciences ;  (d)  Ov^rconcentration  of  federal  support  in  rela- 
tively few  InstltutiohSf'^ 

None  of  the  later  reports  has  noted  that  federal  research  funds  have  the 
de  facto  power  to  exercise  a  strong  Influence  over  the  content  and  scale  of 
academic  science,  and  to  place  the  flnahdal  fate  of  many  universities  in  the 
hands  of  the  federal  government.  The  board  did  take  a  firth  position  on  the  issue 
of  freedom  t  '^e  University  mu^t  have  a  large  degree  of  freedom  if  it  is  to  do 
eflfectively  for  society  what  society  demands  of  it  The  Integrity  of  the  university 
as  a  center  of  learning  depends  on  Its  having  access  to  substantial  amounts  of 
relatively  unconditional  and  unrestricted  funds.'^ 

The  Newman  report  was  less  concerned  about  the  autonomy  of  laMtttutions 
than  the  need  to  use  federal  funds  to  make  Institutions  responsive  to  social 
problems.  Although  both  goals  are  sound,  they  essentially  conflict.  The  search 
for  a  balance  been  the  two  principles  will  contimiCi 

st?poni»  m  i^fsicittrtioi^s 

From  1968  through.  19t4,  virtually  every  report  bearing  urmn  graduate  edu* 
cation  and  research  has  stressed  the  significance  of  institutional  support,  but 
has  seen  the  value  of  this  kind  of  support  in  somewhat  different  terms.  The 
Rivlin^  report  endorsed  the  idea  of  a  cost  of  education  allowance  to  accompany 
federal  fellowships*  because  such  an  allowance  "helps  to  compensate  the  lnstltu« 
tlon  for  the  additional  cost  of  taking  on  the  education  of  a  fellowship  recipient, 
Vhe  allowance  should  be  raised  to  a  level  of  perhaps  $^.000  per  fellowship 
holder  per  year,  and  this  figure  should  be  reviewed  perlodtcallyi" 


It  gave  A  iiecond  Jaatifloatlon  tor  instituttoaal  support  on  the  grouttd  that 
%}x^m  additional  funds  wiU  give  graduate  institutions  3ome  additional  flexibiiity 
80  that  they  can  determine  how  they  can  be^t  respond  to.  changing  developments 
I9  our  aOiClety/'  The  Hester  report  argued  that  such  support  would  help  ^to 
maintain  and  develop  irreplaceable  centers  of  excellence.*' 

The  .Nationals  Science  Board,  report,  in  1969»  was<  the  high*water  maric  of 
adVQcatlug  institutional  support.  It  wanted  to  restructure  support  of  graduate 
education*  and  research  as  strongly  toward  institutions  as  the  later  Newman 
report,  would  have  restructured  it  toward  students^ 

,Xh9  1073  r^ilort  of  the  National  Board  on  Graduate  Education  stressed  the 
importance  of;  institutional  support  as  a  means  of  sustaining  a  balance  between 
two  conflicting  principles.  Th^.  first;  it  arguedt  is  that  universities  need  a  large 
degree  of  freedom  if  they  are  to  do  effectively  for  society  all  the  things  that 
society  demands  of  themi  and  for  this  they  need  unrestricted  funds.  The  second 
is  that  universities^  and  graduate  education»  must  be  responsive  to  the  needs 
of  society  rather  than  the  internally  generated  goals  of  existing  departments. 
^,  Th^  Newman  report  dtffered  .from  the  others  in  rejecting  the  concept  of 
instit!|t;ional  support.  (It  did  propose  u^'companton  grants"  for  federal  fellow* 
ships  which  were  intended  to  induce  >lhstituttons>  to  accept  federal  fellows,  but 
these  would  In  effect  be  indistinguishable  from  the  cost  of  education  allow* 
ances:  pi^oposed  in  other  reports.)  The  report  emphatically  endorsed  the  belief 
that  It  wai^  desirable  and  feasible  to  bring  about  change  in  graduate  education 
by  chanhpltng.vlrtually  all  federal  support  (except  research  project  support) 
to  graduate  schools  via  students^  ^ 

Bven  though  only  the  Newsman;  report  rejected  the  principle  of  institutional 
support,  the  4Wa  and  lp74  reports  of  the  Carnegie  Commission  and  the  National 
Board  on  .graduate  BSducatlon  proposed  a  more  limited  form  of  Instlutlonal  sup- 
port,  and  more  ItttUtedsumsi  than  wereii>roposed  in  1988-70. 

tn  the  late  sixties^  reports  on.  graduate  education  tended  to  take  for  granted 
the  continuation  and  expansion  ^of' federal  support  for  graduate  students.  By 
1973  and  1974,  however,  the  rather  somber  Job  outlook  caused  a  shift  In  the 
rationale  for  federal  graduate  fellowships.  Both  the  Carnegie  and  National  Board 
reports  advocated  dtnall>  mei^lt«based  national  competitive  fellowship  tirograms  on 
two  grounds  t  the  nation  needs  talent,  and  we  must  be  sure  that  economic  barriers 
do  not  prevent  the  most  gifted  from  undertaking  advanced  study.  The  Newman 
report  pointed  out  that  "the  manpower  issue  confronting  the  nation  l^  hb  longer 
simply  a  quei^tion  of  the  quantity  of  graduates  in  various  fields. . . .  As  opposed 
to  its  previous  role  of  financing  the  growth  of  >  various  academic  disciplines,  na* 
tlonal  policy  must  seek  to  encourage  reform  and  responsiveness  to  social  needsl'^ 

All  reports  issued  in  the  period  19e8-*1970  recommended  that  federal  graduate 
fellowsWps  be  provided,  and  the  number  of  fellowships  proposed  was  typically 
large.  For  example,  in  QuaUtv  EquaUty  the  Carnegie  Commission  recom« 
mended  that  fellowships  be  awarded  to  an  annual  number  of  students  equal  to 
^ree  fourths  of  the  {national  total  of  earned  doctorates  In  ^.the  preeedlhg  year. 
That  would  have  been  about  16,000  in  .1908,  and  about  22,000  In  1974.  In  1969» 
the  Blvlin  report  recommended  that  the  National  Defense  EJducatlon  Act  gradu* 
ate  ieUowships  be  expanded  to  support  80,000  students  by  19?6i  ''only  6  percent 
of  thci  estimated  fuU41me  graduate  student  body  In  197oi''  By  1073,  the  Carnegie 
Commission  was  no  longer  advocating  a  large  federal  graduate  fellowship  pro- 
grarn^  primarily  because  the  labor  market  had  rapidly  changed. 

The  National  Board  on  Graduate  Mucatton  recommended  a  modest  program'*-* 
2,000  federal  merit  fellowship  awards  per  year-^-that  would  affect  about  one 
fourth  of  one  percent  of  the  pool  of  bachelor^s  degrees.  However^  additional 
federal  support  would  be  available  to  graduate  students  through  research  assist** 
antshlpi^  a^d  through  support  derived  from  spectallssed  manpower  and  reseanch 
programs.  About  8,000  students  per  year  would  be  aided  under  the  latter  program^ 
l^he  board,  like  the  Carnegie  Commission,  stressed  the  importance  of  stability 
and, ''with  so  many  contingencies  and  so  much  at  stake,  careful  and  continuous 
monitoring  of  programs  that  support  graduate  educatioh.'^  Vhe  Newman  report 
did  not  indicate  liow  many  fellowships  It  would  advocate,  but  the  logic  of  tiie 
reiK>rt  would  Indicate  a  numbei^  several  times  as  large  as  the  Carhe^^e  and 
board  proposals.  '  ' 

^^The  Newman  group  and  National  Board  recognls^ed  to  a  greater  degree  than 
did  their  predecessors  the  significance  of  work  and  loans  as  a  proper  component 
of  graduate  student  supporti  However,  their  emphasis  differed«  l^he  Newman 
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report  advocated  work  and  nonacademic  experience  as  productive  components  of 
a  graduate  student^s  training*  The  National  Board  favored  academically  related 
work,  »uch  aB  research  and  teaching  assistautships. ' 

Recognissing  that  drastic  shifts  in  the  labor  market  uiade  the  views  expresHed  in 
1968  obsolete,  tlie  later  reports  concerned  themselves  with  the  quesftion:  What 
shotild  be  the  polioy^  response  to  a  dearly  foreseeable  sharp  decline  in  the  nttmber 
of  new  academic  Jobs,  and  a  murky  outlook  for  new  nonacademic  Jobs  for  PhDs? 
In  Cotlepe  araduates  and  Jobs,  the  Carnegie  Commission  made  this  statement : 

^'AUhough  the  Carnegie  Commission  does  not,  in  genferal«  believe  that  Huppi^irt 
of  iiigher  education  should  be  geared  to  manpower  requirements,  .  We'do 
believe  that  there  are  certain  exceptions  to  thi$  general  t^rinelple. 'Vhese  hre 
concerned  with  ensuring  <th(e  production  of  an  adequate  flow  of  able  holders 
of  doctorates  whci  will  contribute  to  the  advancement  df  knowledge  and  of  an 
adequate  supply  of  physicians  and  dentists.  There  is  a  clear  national  intbrest 
in  maintaining  an  adequate  supply  of  highly  educated  manpower.  We  cannot 
afford  to  obstruct  the  flow  of  young  scholai's  into  these  fields. 

"We  therefore  believe  that  there  is  a  case  for  consistent  and  sustained  federal 
government  support  of  graduate  education,  geared  to  continuous  s^tudies  df 
the  NUpply  ofi  and  demand  forr highly  educated  scientists  and  'other  scholars. 
Stop  and  go  policies  are  extremely  undesirable,  eHpeclaliy  in  view  of  the  fact 
that  they  tend  to  have  disruptive  repercussions  on  the  leading  research  Unt* 
versities  that  are  best  equipped  to  provide  hlgH*t|uality  graduate  education.  .  .  . 
We  may  well  witness  a  reappearance  of  shortages  in  engineering  and  Iri  some' 
of  the  physical  sciences  in  the  near  future.**  t     ?    >       •  • 

The  National  Board  on  Graduate  Education  prepared  a  report,  Doctorate 
Maniwwer  Forecasts  and  Policy,  which  came  to  similar  conclusions  and  also 
noted;  "There  is  n  great  need  to  improve  the  information  available  on  the 
current  and  prf^Jected  state  of  the  labor  market  for  highly  educated  manpower  \ 
however,  this  shottld  not  be  done  for  the  purpose  of  rationing  op  controlling 
access  to  graduate  education,  but  to  improve  the  functioning  of  the  labor  market 
as  an  allocatlve  mechanism/' 

The  Newman  report  took  the  position  that ;       ^  » 

".  .  ♦  graduate  education  should  bear  a  reasonable  relationship  to  oppbvtunities 
for  professional  practice.  Graduate  education  i«  careei^  orientedi  It  is  intensive 
and  focused,  whereas  much  of  undergraduate  education— as  exempHflpd  in  the 
study  of  lil»eval  arts— is  intended  for  general  knowledge  and  preparation  for  life. 
In  contrast,  the  resources  of  graduate  education  are  devoted  to  providing  the 
student  with  certain  tools  and  a  base  of  knowledge  for  use  In  a  career.  .  .  » 
Defenders  of  gradimte  education  catmot  have  It  lM)th  ways.  They  cannr)t  dismiss 
career  opportunities  as  irrelevant  to  large^sc^ale  funding  decisions  while  Justify- 
ing the  actual  use  of  resources  in  termw  of  career-apMflc  goals/  ' 

The  conclusions  that  the  Carnegie,  the  National  Board,  and  the  Newmhn  Task 
Force  reports  drew  from  the  manpower  otitlook  are  also  generally  (jonsistent. 
They  did  not  Justify- large  federal  fellowship  programs  on  the  ground  that  short- 
ages still  exist.  They  alt  Jtistlfled  federal  action  to  modify  the  content  and  pttrpose 
of  graduate  education,  albeit  In  somewhat  different  directions,  They  alt  redpt'hl5^«»d 
the  need  for  ferteffll  action  to  improve  access  to  graduate  education  l»y  tntnority 
groups.  They  stressed  the  importance  of  federal  action  to  Improve  the  quullty  of 
graduate  education,  although  they  defined  quality  in  somewhat  different  terms. 
They  all  placed  limited  faith  in  forecasts  of  the  future  supply  of  m\  demrtnd 
forPhDs,  '       ;  ^ 

OaAt^T  POHTAMMTV  /      '  « 

All  tmtloiuU  rei>orts  on  graduate  education  have  advocated,  that  federal  fellow* 
ships  bq  available  for  all  fields  of  study*  and  most  have  pointed  out  that  support 
In  fact  has  tilted  toward  the  sciences*  However,  most  reports  advocate  that  there 
be  a  designated  division  of  support  t)y  broad  field— the  sciences  and  the  humani- 
ties, for  exampl(f— and  that  some  fellowships  be  rei<erved  to  attract  able  students 
to  fields  of  urgent  national  concern. 

Reports  have  differed  about  whether  all  fellowships  should  be  given  to  students 
who  then  could  study  at  any  Institution  6f  their  choice,  In  IMS  the  Carnegie 
Commlsytoit  recommended  in  Quality  and  ffiqnaltty  that  half  the  fellowship^ 
be  awarded  in  national  comfH^titlon  and  that  half  be  granted  "on  the  basis 
of'alloioaticms  to  institutions  for  certain  departments  of  Interdepartmental  major 
programs  designated  by  national  panels  of  experts,  ami  the  institutions  and 
detiartments  wotild  then  apply  their  own  ability  criteria  for  selection  of  reclt»l* 
ents,*»  In  lOOD,  the  lllvlln  report  also  advocated  n  mixed  system. 


■      SI  ,■; 

i  ao>V0Vet*>  the  National  Science  Board  recommeiuIeU  in  1070  that  only  abont 
10  percent  of  f ederal  fellowsblpB  be  awardea  iu  national  competition,  leaving 
the  students  to  choofle  their  place  of  stndy.  Ninety  percent  wonld  go  to  institu- 
tions and  be  paid  from  federal  Institutional  grants. 

^^he  1978  reports— the  Newman  report  aad  the  National  Board  reports-had 
poitits  of  similarity  and  dlfiterence  on  this  issue.  The  Newman  report  advocated 
portable  grants  **for  the  bulk  of  federal  fellowships^^  primarily  *Ho  encourage 
a  new  and  more  effective  balance  of  interest  so  that  graduate  education  will 
be  less  internally  oriented.'^  To  exert  a  significant  force  for  change^  the  number 
of  portable  fellowships  would  have  to  be  quite  large--perhap8  on  the  order  of 
10,000  new  starts  per  year*  or  five  times  the  number  recommended  by  the 
National  Science  Board.  The  Newman  report  did  not  recommend  g  number^ 
and  hence  did  not  juxtapose  the  ^'reform'*  and  the  'labor  market*^  considerations. 
Nevertheless,  numbers  aside^  the  Newman  report  is  the  only  one  which  directed 
attention  to  an  increasingly  acute  problem  in  graduate  education*^how  graduate 
students  can  be  better  trained  for  careers  outside  colleges  and  universities. 
While  the  roport  may  not  have  come  up  with  a  universally  accepted  solution^  it 
did.  raise  the  question. 

Another  major  question  is  whether  the  federal  government  should  decide  how 
many  of  the  total  number  of  fellowships  should  go  to  each  field.  The  National 
Board  teport  advocated  free  choice  of  field  for  about  half  of  all  federal  fellow 
ships  on  the  ground  that  all  major  areas  of  study  are  worthy*  and  freo  choice  of 
iUHtitutlon  on  the  ground  that  the  students  eau  best  select  the  institutions  at 
which  they  should  studj^.  However;  it  vecomhiended  that  the  other  half  should  be 
ai\*arded  by  senior  investigators  in  universities  for  studfy  in  specifically  desig- 
nated areas^  und  these  fellow^ips  would  not  be  portable.  It  assumed  that  stu* 
dents  with  special  background  and  motivation  are  required  to  work  eflfectively 
on  such  problems  as  protection  of  fttie  environment*  the  economics  of  ecology* 
urban  decay  and  energy  production*  conservation  and  pricing.  . 

Whether  gi^antlng  all  federal  fellowships  dtre^ly  to  students  would  in  fact 
result  in  desirablo  thanges  Itt  the  content  and  goals  of  graduate  education  is 
debatable.  Ai  tiso  Newman  report  noted^  experience  with  National  Science  Foun*^ 
dation  fellowtfhtp0  awarded  directly  to  students  shows  that  students  have  tended 
to  swarm  to  the  most  prestigious  departments.  On  the  other  hand*  if  fellowships 
were  offered  in  connecUon  with  the  project  grants  designed  to  bring  ^tbout  change 
in  graduate  edtication^  the  hand  of  those  in  universities  who  wish  to  innovate 
wotild  be  sttbiteiitlidly  strengthened*  and  good  students  would  be  attracted  to 
the  program  This  device  is  proposed  in  the  National  Board  report  in  connection 
with  grants  for  research  and  advanced  training  related  to  urgent  social  problems. 

TUITION  At^mAOHfeS 

In  spite  of  the  Interrelattonships  between  tuition  levels*  student  aid,  and  instU 
tuttonal  sutiportt  little  attention  was  paid  in  the  reports  to  the  economic  and 
social  effects  of  levels  of  tuition.  Indeed,  only  two  repoi^ts  even  mention  tuition. 
The  Carnegie  Commission  In  Hifftwr  EdueaUon:  Who  Pamt  Wto  HeneflUt  Who 
Should  Payt  (1973)  advomited  higher  tuition  for  graduate  sttidents  for  a  number 
of  reasoUM*  t)tit  finally  concluded  that  '*tbe  setting  of  graduate  tuition  is  complex* 
and  sltUtttlonH  vary  greatly  among  the  MA  level,  the  Phl>  level,  the  professions 
and  in  other  ways.^^  Tlie  reimrt  then  went  on  t^  make  this  Klgnlflcant  points  'It 
would  tniike  only  a  minor  idifference  If  tuition  charges  at  this  level  were  higher 
or  lower.  Adjustm^'nts  In  fellowships  and  asslstaHt8hlt>s  levels,  are  likely  to  mint* 
mlste  any  impact  apon  students.^^ 

the  Nattonul  Bojiird  on  Graduate  Education  advocated  a  relatively  low  tuition 
policy} 

''The  exl^tetice  of  hutlonat  benefits  from  graduate  education  argues  not  for 
fellowship  proijranjM  that  cover  only  a  fraction  of  all  graduate  students.  Rather* 
it  argucM  i^erHunsively  for  providing  subsidies  to  graduate  schools  so  that  the 
charges  to  all  graduate  Httidents  will  be  less  than  the  full  cost  of  producing  their 
graduate  education.  Tuition  umst  not  be  so  excessive  as  to  discourage  large  num« 
bers  from  enrolling  in  graduate  school,  thereby  losing  the  social  benefits  that 
would  accrue  to  the  nation  from  their  advanced  education.  .  .  .  While  modest 
annual  lncmtf4eM  in  graduate  tuition  will  undoubtedly  be  necessary  for  many 
imiversltle«,  we  are  optwsed  to  the  targe  InciireaseH  that  have  been  advocated  by 
some  groups  since  such  increases  would  have  to  be  otlmi  in  large  part  by  increased 
sttfdent  aid  If  opportutiltltitt  for  advanced  study  are  to  be  kept  open.  This  is, 
especially  so  because  many  ^radunt^  students  are  self  supporting*  are  without 
aid  front  their  parents  and  are  living  on  a  subststetu'e  hasis/^ 
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The  most  thorough  find  extensive  program  deslgnefl  ta:help  ^isaavautagea 
sttWetats  undertake  graduate'  work^  was  proposed  by  .the  Carnegie  Oommlssloa 

"The  Commission  urges  that  a  federal -program  beiunded  imdeR^iivWchi^jertam  . 
universities^  selectfetf  'on  the  basis  ^of  spee^fle  progrsni  proposalSrundej;]aKftithe 
ttfsW  «f  identifying  potentially  ablei  graduates^wr  .  have  npt:  ^received  und?^^ 
gradtlattf  t^atfaitfi'  aaegtiate  to  perfailt'immediate^  pursuit  of  graduate  st^d^es.. 
TM«  pvogranis  could' vary  considerably  In  uatureiibut  each  would  provide  up  to 
<inri''year  of  Intehslve^work  to  enable  program  participants  to  undertaue  their 
iradtiate  studies  more  successfully.)  )Student«v  selected  would  receive  a  stipend, 
biased  dn^eed  for  the»  duration  of  the  program*"!  nii  ^;  • 
'  Tbt*  report  was^  noteworthy- because  for  the- flrstitlwe  it  recognized  that  the 
slmpte  provision  of  fellowships  is  inadequate  to»deal  \^lth  the.  problems  fatted 
by  dlsAavfarttaged^  students*  (It  is-  alsot  worth  noting  .tha.t  the  proppsal  ^fas^not 
reiterated  In  the  later  reports:  tofi  the  commission.)  The  theme  reappeared- ijvthe 
mo  lester  report,  which  went  on  to  say  that  new:  legal  provision^  ehoitfd.^^^ 
adopted^  *^spfeciflcally  designed  to  enable,  students. from-  disadvantaged  .minority 
groups  to  enter  graduate  programs  to  which  few  of  them  have  a<5CeflS;  today/^ 
In  addition,  the  Rlvlln  report  of  19eft  had  equality  of  access  as  a  central  ithftme. 
To  further  this  ehd,  a  large  federal  graduate  f^owshipprogram-r30,000  students 
sttpti6rted  at  any  one  t  time— Was.  proposed*^  However,^  no  -special. prograws.  for; 
dtsadvahtaged  studentsiweredted;  The  Naitlonal  Science. Boar4>repQ¥t  of 
did  notf  slhgle  out  the  problems lof  disadvantaged  students^        n.t  xufii  : 

The  Newthati  r^rt  cif  ldTft  placed  heavy  reUance  upon^a  selectlim  processipr 
fellowships  which  re<cogni9Ses:motl«atton/and  asplraitlon.ad  means  olestabllsh* 
Ing  greateir  equality  M  Access.5H<>weverii*he  report'4?ecommende4(agaWBt^ 
w6men  or  members  i>f  minority  grotips  preferen(5e-in  award  of  feUowshlpSf  ;be*» 
cause  to  do^o  ivould  <Vdentii^nmiitority  ifeltow^pa  >aSi4^econd  class:^^d  t^^^ 
holders  as  less  able  frtnttdwtfc'^".  iio;i»;7r.>-  -  -       "ly-'M  v    r.  ri;.;- 

The  board  report  cbnaiderfed  the  problems  ^nMved-  lH'ie^tabUshlng^ifquattty 
of  access  for  ethnic  imlnorlty  •  grbups  ^to  he  sojlmportant  .and^lcompUwated  that 
It  will  issue  a  t^eparat^  report  on  ithls^'matteri  The^reposh  oppose  aApeadibased 
prbgram  deslgited  to^  guriranteef 'acfeesft  td-  gradttateibdwcatlonjia^diadfvoeaited; 
removar  of  •  barWers?  prriventingMfchose  with  the  mecessary?  desire  and.  capaWUty  ^ 
from-  undertaking* graduate 'V^oiph;'^^^  •'■i*'/  tyuhi'Mtno').iii  i»->j;a«Mi-  .  - 

Put  end  to  end,  ^ this  mfejor *aertes^'6f )anai5*e^ 'Ofi  hatlenabimii*^ 
needs  at  the  highest  leveW'>M^kndwledfee?cortstitu[tesiaimai61itWeaourbeifoit  public 
debate  and  future  fiderril  bolWy^^ 'T**^ '  stfadlesMund  tfeootonlenflKtlaimiftre;  i^uU© 
remarkable  for  their  le^el  bf  debate,  consistency  of  - vlew^i^thej  expression  of 
fundamentals,  and  for  the  depth  In  which  policy  alternatives  have  been  explored. 
Certainly,  the  lack  of  federal  response  cannot  be  attributed  to  any  paucity  of 
thought  and  planning  for  the  future.  These  reports  constlttite  a.  testament  to 
a  contlhiilng  natlohal  coiicerh  <(lr  aft  apprdprtate;  fedei*aF^^^^^^^  aia* 
demlc  s^dence  and  pr.  fejjslonal  pr^paihtiofi.' Orndli^ti  jfell<j^hlp«' have  ^Simply 
be^n  cut  ibft*  too, fact  and  too  fafi.'^^.;';;;/''^' \  '1 

\  !i*ttB5  llsSHoN^!!^^  ^     .^:r  .'  ...V 

We  must  learn  our  lessons.  The  objectives  and  role  of  graduate  educatton 
must  be  more  intensively  debated^  because  the  long-range  changes  In  the  labor 
market  will  sharply  reduce  opportunities  In  our  universities.  We  should  give 
higher  priorities  to  training  specialists  hot  only  for  ihdustry  but  for  slgnlflcant 
social  service  careers— Including  health  care,  sodal  Worfcrand  public  adminis- 
tration. Means  should  also  be  sought  to  htelp  those  students  who  will  follow 
academic  careers  to  become  better  teachers.  Federal  programs  should  carry 
built-in  incentives  and  i;ewards  to  help  bring  such  chan^jes  about.^  ^    ■  ^  / 

ft  is  also  increasingly  clear  that  a  modest  number  of  fe<lerat  fellowshlpS4- 
about  4,000  new  awards  each  year-4s  required  to  assure  that  the  most  Intellec- 
tually gifted  young  men  and  wmen  will  attend  graduate  school,  and  to  channel 
a  moderate  proportion  of  them  into  long-tangei-proWem-solvlng  acthitles  In 
stteh  fields  as  ettet*gy.  About  half  of  Mil  federal  graduate  fellowships  should  be 
awarded  nationally  on  the  basis  of  merit,  with  award  winners  chooslng;thelr 
own  fields  and  places  of  study.  The  other  half  should  be  awarded  locally  to 
students  to  study  st)eciilc  areas  of  special  natldnalcqnderni  ' 

1«  terms  of  dollars  spent,  about  $60  mllMon  in  federal  funds  should  be  made 
available  to  colleges  and  universities  each  year  to  help  cover  tHe  costs  of  gradu- 
ate work,  and  about  $T0  million  to  Institutions  of  higher  learhlng  to  make  the 
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project  research  .lystwu  more  effective.  Some  modest  funds  should  also  be  alio, 
cated  to  improve  atid  change  graduate  education,  , 

I^ng-range  planning  for  graduate-lovcl  manpower  preparation  must  be  seen 
111  time  frames  of  half  decades  at  least,  rather  than  responding  to  annual  fluctua- 
tions lu  the  labor  mK.  a  knee-jerk  policy  that  Is  bomid  to  prove  self-defeating. 
S?yoke  federal  pK^  the  graduate  education  sphere  to  current  employment 
and  unemployment  data  is  ludefenslble  In  terms  of  sound  social  policy. 

One  cannot  argue  against  moderate  increases  in  graduate  study  tuitions,  but 
these  should  come  into  effect  slowly  so  that  the  necessary  changes  in  other 
sources  of  student  Income  can  be  made.  It  is  also  important  to  provide  special 
f SrSrogmas  to  ensure  equaUty  of  access  to  graduate  study  for  disaUvan- 
teged  and  S^rity  students,  but  such  efforts  should  be  separated  from  the  gen- 

%rmeT/ub1S^^^^^  the  slxties-f 0,000  Ms  per  year  in  1969 

as  contrasted  with  lO.OOO  per  year  in  1960^nly  moderate  increases  In  ^e 
number  of  PhDs  are  called  for.  QuaUty  rather  than  expansion  must  now  be  the 
center  of  attention.  And  quality  must  be  measured  in  terms  of  teaching  ability 
and  our  national  capacity  to  attack  and  solve  complex  problems,  and  not  only  in 
terms  of  our  capacity  to  carry  on  research  in  our  leading  universities. 

Guides  for  thought  as  to  how  this  nation  can  proceed  with  the  advanced  train- 
ing of  the  talented  young  are  now  spelled  out  in  a  remarkable  set  o£  national 
reports.  It  is  up  to  the  poUtical  leadership  to  see  how  tiiese  documents  of  the 
late  sixties  and  early  seventies  might  shape  American  advanced  training  in  the 

eightieSt  » 

Major  BEPoafs  on  Gbaduate  Bduoawon 

These  recent  major  reports  have  dealt  with  federal  Policy  on  graduate 

**Qtmnty  and  Equality !  New  Levels  of  Federal  Responsibility  for  Higher  Edu- 
caK  CarnegirCommlsslon  on  Higher  Education,  1968  (cited  here  as  Quality 

""Towffa^Long  Range  Plan  for  Federal  Support  for  Higher  Education.  A 
Report  to  the  President.  Assistant  Secretary  for  Planning  an^  Bvaluat^n  of 
the  Department  of  Health,  Education  and  Welfare,  1069  (cited  here  as  Rivlln 

^Toward  a  Public  Policy  for  Graduate  Education  in  the  Sciences.  National 
Science  Board.  1969  (cited  here  as  National  Science  Board).   ^  .  „ 

ffiltles  In  Higher  Education.  The  Report  of  the  President's  Task  Force  on 
Higher  Education,  1970  (cited  here  as  Hester  Report).^^  .  , 

College  Graduates  and  Jobs.  Carnegie  Commission  on  Higher  Education,  1978 

(cited  here  as  Graduates  and  Jobs).  «        au  u  «  «o  /i»««An4A 

Higher  Education:  Who  Pays?  Who  Benefits?  Who  Should  Pay?  Carnegie 
Commission  on  Higher  Education,  1973  (cited  here  as  Who  Pays).        . . 

Priorities  for  Action.  Final  Report  of  the  Carnegie  Commission  on  Higher 
Education,  1973  (cited  here  as  Priorities  for  Action).  „ 

Report  on  Higher  Education!  The  Federal  Role.  Graduate  Education.  Report 
of  a  Task  Force  on  Higher  Education  (Frank  Newman,  chairman),  1973  (pre* 
publication  copy,  cited  here  as  the  Newman  Rfpott). 

Federal  Policy  Alternatives  Toward  Graduate  Education.  National  Board 
on  Graduate  Education  (David  Henry,  chairman).  Report  Number  Three,  Janu* 
ary  1974  (cited  here  as  Board  Hepprt).  v^A» 

Doctorate  Manpower  Forecasts  and  Policy.  National  Roard  on  Graduate  Edu* 
cation  Report  Number  Two.  November  1978.       ^     ,     ^,      ,  , 

Three  additional  reports  dealing  with  graduate  education  did  not  explore  the 

'^ftmbfy  on  University  Goals  and  Govemati'ce,  Martin  Meyerson,  chairman. 
First  Report  (American  Academy  of  Arts  and  Sciences,  1071).    „      „  ^ 

Panel  on  Altei?native  Approaches  to  Graduate  Educatioa,  J.  Boyd  Page, 
president  of  the. Council  of  Graduate  Schools  in  the  United  States,  chairman. 
Scholarship  for  Society  (Graduate  Record  Examination  Beard  and  Council  of 
Graduate  Schools  In  the  United  States,  1978).       ■     .  mu^ 

National  Commission  on  the  Financing  of  Postsecondary  Education.  The 
Financing  of  Postsecondary  Educattott,  1978. 
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STUDENT  FINANCIAL  ASSISTANCE— PART  5 
(State  Programs) 


THVESPAT,  JVKS  6,  1974 

House  op,  Represkntatives, 

Sl'EClAI.  SuBCOMMI'mE  ON  EDUCATION  OF  THE 

CoMMi'miB  ON  Education  and  IjAbor, 

Washington,  D.G, 

The  subcommitteo  met  at  1)  a.m.,  pui'simnt  to  recess,  in  room  2261, 
Raybuvn  House  Office  Building,  Hon.  James  O.  O'Hara  (chairman 
of  the  subcommittee)  presiding. 

Presents  Representatives  Ol^Iat'a,  Delleiiback,  I^hmaii,  alid  Huber. 

Staff  members  present !  A.  C.  Franklin,  counsel,  and  Elnora  Teets, 
clerk. 

Mr.  O'Hara.  Thf>  Special  Subcommittee  on  Education  will  come  to 
order.  .        «  . 

Today  we  begin  the  fifth  phase  of  our  student  assistance  hearings, 


Higher  Education  Act.  The  Tiigk 
are  the  most  impressive  pait  of  the  act  and  State  student  assistance 
programs  may  well  suggest  models  from  which  we  at  the  Federal  level 
can  learn.  ,      .        „  . 

In  fact,  if  you  will  keep  in  mind  that  the  evidence  is  hot  all  m  yet 
and  I  foreclose  no  options  whatsoever,  I  don't  mind  saying  that  one  of 
the  options  we  ought  to  consider  is  the  proposition  of  providing  sub- 
stantial incentives  to  the  States  to  work  out  their  own  student  assist- 
ance programs,  subject,  of  cotirse,  to  carefully  drafted  Federal  legisla- 
tive standards.  I  can  see  some  problems  in  thtjt  proposition,  too,  out  I 
would  not  rule  it  out  as  m  alternative  before  the  subcommittee, 

At  tliis  point,  I  think  it  would  be  useful  if  We  inserted  the  ttJXt  of 
the  statutory  authority  for  the  State  Student  Incentive  Grant  Pro- 
grams. •  i     .  , 

[Tile  statute  referred  to  is  title  1V»  pai't  A,  subpart  3  of  the  Higher 
Education  Act  of  1965,  as  aniendeo :] 

Sttbpni't Grunts  to  States  for  Stnto  Student  Incentives 

I'UltPOSti,'  Art'«OW«A'im*S  AWHOlUiJEl) 

Sec.  418A.  (a)  It  Is  the  pui'iwse  of  tills  mUmvt  to  make  Incentive  gi'unts  avail- 
able to  the  States  to  assist  them  In  in'ovldUig  gmnts.t^)  t'HslWe  students  In 
ttttendaufe  at  Institutions  of  higher  education.  ,  _  . 

(b)(1)  Thei'e  are  lieieby  authorlised  to  be  npyi'oiirtated  .$80,000,000  for  the 
flscttl  year  ending  June  30, 1978,  and  for  uik'h  of  thesucdewllng  flscat  years  ending 
prior  to  iluly  1, 1975,  for  payments  to  the  State's  for  grants  to  students  who  have 
not  previously  bmi  awarded  siwh  grtuits.  . 


(2)  In  addition  to  the  sums  authoriml  to  be  approprlateil  imrsuant  to  para- 
graph (1),  there  Is  aiithorlzetl  to  be  appropriated  such  sums  as  way  be  necessary 
for  making  payments  to  Statels  to  continue  their  grants  to  students  made  with 
Incentive  grants  received  by  such  States  for  previous  years  pursuant  to 
paragraph  (1). 

(3)  Sums  appropriated  pursuant  to  paragraph  (1)  for  any  fiscal  year  shall 
remain  available  for  payments  to  States  for  the  award  of  student  grants  under 
this  subpart  until  the  end  of  the  fiscal  year  succeeding  the  fiscal  year  for  which 
«uch  sums  were  appropriated. 

(1)  Pop  the  purposes  it  this  sntjsectlon,  a  paywe,nt  on  the  first  year  of  a  student 
grant  with  respect  to  any  student  who  has  not  been  awarded  a  grant  from  appro* 
priations  pursuant  to  paragraph  (1)  during  any*  previous  year  shall  be  consid- 
ered,  subject  to  regulations  of  tl^e  Commissioner,  an  initial  award  to  be  paid  from 
appropriations  pummnt  to  paragraphed)  /  ' 

(20         1070c)  Enacted  June  23. 1972i  P.L.  02-318,  sec.  231(b)  (1),  86  Stat.  266,  256. 

AUOTMENT  AMONG  STATES 

te.  416B.  (a)  (t)  (A)  From  the  sums  appropriated  pursuant  to  section  415A 
(b)  (1)  for  any  fiscal  year»  the  Commissioner  shall  allot  to  each  State  an  amount 
which  bears  the  same  ratio  to  sitch  Sums  as  the  number  of  students  in  attendance 
at  institutions  of  higher  education  in  sitch  State  bear«  to  the  total  number  of  such 
students  In  such  attendance  in  all  the  States. 

(B)  For  the  purposes  of  this  paragraph,  the  number  of  students  in  attendance 
at  institutions  of  higher  education  in  a  State  and  in  all  the  Stated  shall  be  dete^ 
mined  by  the  Commissioned  for  the  most  recent  year  for  which  satisfactory  data 
are  available  to  him. 

(2)  The  amount  of  any  State's  allotment  under  paragraph  (1)  for  any  fiscal 
year  which  the  Commissioner  determines  will  not  be  required  for  su<b  fiscal  year 
for  the  'State  student  grant  incentive  program  of  that  State  shall  be  available 
for  reallotment  frpm  time  to  time,  on  such  dates  during  such  year  as  the  Com« 
mtssiouer  may  fi^,  to  other  States  in  ^>roportion  to  the  original  allotmentis  to,  such 
States  under  sUch  ^art  for  such  year»  but  with  such  t>ifoportionate  amount  for  any 
of  such  States  being  reduced  to  the  extent  it  exceeds  the  sum  the  Commissioner 
est^nates  such  State  needs  and  will  be  able  to  use  for  such  year  for  carrying  out 
the  State  plan;  and  the  total  of  such  reductions  i^hall  be  similtarly  <reallotted 
among  the  States  Whose  proportionate  amounts  Were  not  so  reduced.  Any  amount 
reallotted  to  a  -State  under  this  part  during  a  year  f ro)n  funds  appropriated  pur* 
suant  to  section  416A(b)  (1)  shall  be  deemed  part  of  its  allotment  under  t^ara* 
graph  (1)  for  such  year. 

(b)  Sums  appropriated  pursuant  to  section  415A(b)(2)  for  any  flseal  year 
shall  be  allotted  among  the  States  in  such  thinner  as  the  Commissioner  deter- 
mines will  best  achieve  the  purpo/ses  for  which  such  sums  wore  appropriated. 

(c)  The  Commissioner  shall  tpake  payments  for  continuing  incentive  grants 
only  to  those  States  which  contitiue  to  meet  the  requirements  of  section  415C(b) 
(1),  (2),  (8),  and  (8). 

(20  tJ.S.a  I070c->1)  £}nacted  June  28»  im^  P.L.  fi2-818»  fiec.  181(b)  (1)»  86  Stat.  256. 

AmtOAtloi^S  m  STATfi  STt^n&NT  IKOBNTIVfiS  QftANT  IPitOOnAMS 

S^c.  41&C.  (a)  A  state  which  desires  to  obtain  a  payment  under  thiis  subpart 
for  any  fiscal  year  shall  submit  an  application  therefor  through  the  State  agency 
administering  its  program  of  student  grants*  at  such  time  or  ttmes^  and  contain- 
ing such  information  as  may  be  required  by»  or  pursuant  to»  regulation  for  the 
purpose  of  enabling  the  Commissioner  to  make  the  determtimtlons  require<l  under 
this  subpart 

(b)  From  a  State's  allotment  tinder  this  subpart  for  any  fiscal  year  the  Com* 
missloner  is  authorizcnl  to  make  payments  to  such  State  for  paying  60  t>or  centum 
of  the  amount  of  student  grants  pursuant  to  a  State  program  which^ 

(1)  is  administered  by  a  single  State  agency  i 

(2)  provides  that  such  grants  will  be  in  amounts  not  in  ex^^ess  of  $1»600 
per  academic  year  for  attendance  on  a  full-time  basis  as  an  undergraduate  at 
an  inistltution  of  higher  education;  ^  • 

(3)  provides  for  the  selection  of  recipients  of  such  grants  on  the  basis  of 
substantial  financial  need  determined  annually  on  the  basii^  of  drtterla  estnb* 
lish^  by  the  State  and  approved  by  tiie  Commissioner  $ 
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(4)  provides  for  the  pajrment  of  the  non-Feaet-ftViiovtiou  of  such  gmnts 
from  fund**  suDDlled  by  sttch  State  which  represents  an  additional  expendl- 

of ffir  iiwatW^^^^^^^^    an»ount^xpended  by  such  State  for  such  grants. 
If  any.  during  the  second  fiscal  yeav  preceding  the  fiscal  year  In  which  such 
,  State  lnltlally  received  funds  under  this  subpart  !  and 
.    (S  provides  (A)  for  such  fiscal  control  and  fund  accounting  procedures 
"  as  may  be  necessary  to  assure  proper  disbursement  of  and  afo»n"nff 
Federal  funds  paid  to  the  State  agency  under  this  subpart,  and  (B)  for  the 
mS  ofT^^^^^^  m  such  form  and  containing  such  Information,  as 

may  be  reasonably  necessary  to  enable  the  Commissioner  to  perform  his 

(c)%??hlf?SSSf^^^^^^  for  a  payment  pder  tlUs  subpart, 

the  ConSssliner  shall  reserve  from  the  applicable  allotment  (Including  any 
applicable  rSnotment)  available  thereto  the  amount  of  such  payment,  wh  ch 
SB  to  the  limits  of  such  allotment  or  »:Banotment)  shall  be  equal  to  the 
Weral  Share  of  th^  cost  of  the  student  Incentive  grants  f  ^^red  hrst^h,  apj^^^^^ 
tlon;  The  Commissioner  shall  pay  suck  Reserved  amount,  In  advance  w  by  way  of 

.  SbSSTand  In  suoh  installmentras  he  may  determine.  the^Commls- 
SS  rc?emtton  of  any  th)s  ^tion         awend0d,by  him. 

either  upon  approval  of  an  ameridniejit  of  the,  application  of  , ^po;i,  y,evi8lon  pf  the 
Sstlmat^  cost  of  the  student  grants  with  respect  to  whtch  Wrcsemtl^^ 
made,  and  In  the  event  of  an  upward  revision  of  such  estlnaated  cost  approved 
by  him  he  may  reserve  the  Federal  share  of  the  added  cost  only  from  the  ap. 
pllcable  allotment  (or  reallotment)  available  at  the  time  of  such  approval. 

<20  U.S.C.  lOTOc-2)  Enacted  Jane  28,  1072.  P.L.  P2-818,  sec*  181(b)(1),  86  Stat.  286, 

,  ADMINiSmWdN  OP  Sma  PRbORAMS }  JtJMOIAt  REVIEW 

Seo  415t).  (a)(1)  The  CJommlssloner  shall  not  finally  disapprove  any  appljca. 
tloh  for  a  State  program  submitted  under  section  4150,  or  any  modification 
thereof,  without  flrat  affOrdlrig'the  Stat6  agency  submitting  the  program  reason, 
able  notice  and  opportunity  for  a  hearing.  .!  •    .  ^  _  ...  J. 

(2)  Whenever  the  Commissioner,  after  reasonable  notice  and  opportunity 'for 
hearing  to  .the  State  agency  administering  a  State  program  approve<l  under  this 

subpart,^firid^^-  ^^^  State  prbgram  hafi  beeri  so  t-hanged  that  tt  no  longer  compiles 
with  the  provisions  Of  this  subpart,  or  ^     .    ^  „  . 

(B)  that  In  the  administration  of  the  program  there  la  a  failure  to  comidy 

.flubstantlnlly  wltb  any  such  provl^ns.    •        .      ,  , 
the  "Commissioner  shall  notify  such  ^tate  asehcy  that  the  State  will  not  be 
regarded  ns  eligible  to  participate  In  the  program  Under  this  subpart  until  he  (s 
satisfied  that  there  Is  no  longer  any  such  failure  to  comply.      .  „   .  ... 

(b)(1)  If  any  S^^^  dissatisfied  with  the  Commissioner's  finhl  action  with 
respect  to  the  approval  of  Its  State  program  submitted  und0r  this  sw^art  or 
wim  Ids  final  action  under  subsection  (a),  such  State  may  appeal  to  thfi  tfnlted 
S  ates  coSrt  of  appeal^  for  the  circuit  In  which  such  State  l^^  l«>ottt«<J' .^^e  s"™' 
mons  and  notice  of  appeal  may  be  served  at  any  place  In  the^United  States.  The 
SmSoner  shnll  forthwith  certify  and  file  In  the  court,  the  transcript  of  the 
proceedings  and  the  record  on  which  he  based  his  action.  ^  ..i.^„««„i 

(2)  The  findings  of  fact  b^  the  Cohimlssloner,  If  supported  by  substant  al 
evidence,  shall  he  conclusive}  but  the  court,  for  good  cause  shown,  may  remnnd 
the  case  to  the  Commissioner  to.  take  further  evidence., and  the  Commissioner  may 
hereupon  make  new  or  modified  findings  of  fact,  and       modify  h  s  prevlo^^^ 

^'^rTheloWhffi^^^^^^ 
-    or  set  It  aside,  In  whole  or  In  part.  The  Judgment  of  the  court  shaimsuWect  w 
review  by  the  Supreme  Couvfc  of  the  tnlted  States  upon  certiorari  or  certtflcatlon 
as  provided  In  title  28,  United  States  Code,  section  1284.  • 

^20  Tf.S.C.  lhroc-8)  Baaeted  Jftiae  28,  l672,  P.t.  62-818,  see.  181(b)  (1),  86  Stat,  m, 
268. 

Mr.  O'Haka.  Ottf  witnesses  today  and  neJcfc  Monday  Avill  be  talking 
to  118  about  tU  pf  bgrama  in  the  several  States.  Our  first  witness  will  bo 

UC  3n> 
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Mr.  Richard  H.^  Johnston,  president  of  the  National  Association  of 
State  fcicholai-ship  Progframs.  Mr.  Jolinstoh",  if  you  will  please  take  a 
place  at  the  witness  table,  We  would  like  very  nnich  to  hear  from  vou. 
Wo  are  goinfj  to  have  to  move  along  this  morning,  because  the  House, 
which  traditionally  goovS  into  session  at  12  noon,  has  unexpectedly 
decided  to  go  in  at  11,  so  we  will  have  an  hour  less  than  we  anticipated 
for  our  hearings  this  morning. 

What  we  are  going  to  do,  in  view  of  the  time  problem,  is° liave  each 
of  the  several  scheduled  witnesses  make  their  statements  and  then  we 
can  assemble  you  all  around  the  table  as  sort  of  a  panel  and  direct 
questions  to  you, 

Mr.  Johnston,  we  would  like  to  hear  from  you, 

STATEBfJBNT  OF  RICHARD  H.  JOHNSTON,  PRESIDENT,  NATIONAL  AS- 
SOCIATION OP  STATE  SCHOIARSHIP  PROGRAMS,  ACCOMPANIED 
BY  RONAID  IVERSON,  VERMONT,  PRESIDENT-EIECT,  AND  RON- 
AiJ)  iimiSA,  MiOHlOAN,  PAST  PRESIDm^ 

Mr.- JoiixstoN.  :Mr.  Chairman  and  members  of  the  subcommittee, 
mv  name  is  Richard  Johnston  alid  I  am  appearing  as  president  of  the 
National  Association  of  Stat(>  Scholarship  Pro«;rams.  Appearing  with 
mo  are  Ronald  Tvei-son,  Vermont,  president-eh'ct.  and  Ronald  Jnrsa. 
Michigan,  a  past  president  of  the  orgahisiation.  On  behalf  of  NASSP 
we  want  to  express  our  apjpreciiitipn  to  you  for  the  invitation  to  par- 
ticipate in  these  critically  important  oversight  hearings  on  title  IV  of 
the  Higher  Education  Act. 

The  National  Association  of  State  Scholarship  Programs  presently 
consists  of  i^presentatives  from  the  Sthtes  with  existing  State-spon- 
sored scholarship  and/or  grant  programs.  Due  to  the  recent  flurry  of 
State  activity  associated  with  the  SSIG  program  the  national  asso- 
ciation will  soon  boast  a  membership  of  at  leddt  '40  States,  and  we 
anticipate  that  within  a  relative  short  period  of  tini^  all  50  States  plu^ 
the  District  of  Columbia  and  the  five  outlying  areas  will  be  active 
members.  ■       \,  , ;  i 

It  is  the  purpose  of  our  testimony;  today  to  make  three  important 
pmnts.  Fii'st,  that  the  State  student  i|icehtivc  grant  program  ne  con- 
tinued and  fully  funded ;  second,  that  the  States  now  offer  the  Federal 
(lovernment  a  viable  complementary,  or  in  some  eases  an  alternative 
inechanism  for  the  delivery  of  student  aid  resources  |  and  third,  that 
NASSP  strongly  endorses  those  efforts 'a,lready  underway  to  improve 
the  integration  and  coordination  of  the  delivery  system  for  student  aid 
from  all  sources,  Federal,  State,  and  institutional. 

1.  ^tdto  Hhid&nt  lnmith<}  ffrmtt  'fhw/rmn^^^  programs 
hu\*o  had  a  more  dramatic  arid  rapid  response  than  that  which  hag 
boon  experienced  iti  the  State  stndent  iiioetitive  gratit  prograu).  WhtMi 
you  consider  the  fact  that  legislative  action  was  required  in  many 
States,  the  response  to  SSI0  is  even  inore  amaj<ing.  Despitfe  the  low 
level  of  initial  year  funding  fqr  S^lO>in  fiscal  1974;  the  inccJitive  fea- 
ture has  been  dramatically  effective  in  iiicreasiiig  the  'iutnber  of  States 
with  State  scholarship  and  grant  programs. 

'  Tho  Governors  of  tJie  80  States,  phis  the  District  of  Columbia  and 
th«  five  outlying  areas  have  been  contacted  by  the  U.S.  Qftlce  of  Edu- 
cation regarding  tlieir  Interest  in  |ini'ticipnting  in  tlic  SSIO  program 
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beginning  with  the  lOTMS  academic  year.  To  date  51  positive  re- 
sponses have  l)een  received  including?  the  28  States  with  ongouig  pro- 
grams;^ 12  States  and  territories  wluch  have  enacted  new  programs  to 
begin  in  1974-76 ;  and  11  States  and  territories  which  liope  their 
legislatures  will  adopt  matching  State  progi'ams  before  Marcli  31, 
1975.  Only  five  States  and  territories  have  no  program  plans  at  this 
time.  A  table  indicating  the  current  status  of  tiie  various  States  and 
territories  is  attached  to  this  testimony. 

From  what  we  now  know  about  SSIG  has  served  as  a  direct  incen- 
tive for  23  States  and  territories  to  enact  matching  programs, 

The  $19  million  in  Federal  SSIG  funds  will  be  matched  by  $19  mil 
lion  in  new  State  flmds,  thereby  providing  grants  to  76,000  students 
in  l974r-75.  For  a  great  numl)er  of  these  students  the  Federal/State 
SSIG  grant  will  bo  the  cHtical  factor  influencing  their  decision  to  i)ur-  • 
sue  a  postsecondary  educational  opportunity  in  1974-75.  In  addition, 
mmy  of  these  students  will  be  from  middle^income  families. 

It  is,  therefore,  essential  that  the  State  student  incentive  grant  pro- 
gram be  funded  at  least  at  the  full  level  of  authori;«?ition  for  new 
awards,  $50  million,  and  continued  beyond  fiscal  1975  for  three  critical 
reasons:  first,  to  continue  the  comhiitment  made  to  those  students 
funded  in  1974-75 1  second,  to  insure  the  continued  development  and 
expansion  of  existing  State  programs  and  the  enactment  of  a  program 
in  evei*y  State;  an<f  third,  to  encourage  the  advent  of  a  pernuuient 
and  viable  Federal/State  partnership  in  student  financial  aid. 

We  applaud  the  Cohgress  for  the  flexibility  it  has  provided  the 
States  in  the  administration  of  the  SSIG  progranj.  We  nave  already 
seen,  in  the  short  period  the  program  has  been  operational,  however, 
two  areas  where  additional  flexibility  is  needed. 

We  offer  these  two  specific  reconnnendations  for  changes  in  the  law  \ 

a.  The  distinction  between  initial  and  continuation  awards  should 
be  discontimied  in  order  to  give  the  States  the  ability  to  most  effec- 
tively use  their  SSIG  allotments,  The  present  continuation  funding 
feature  may  cause  the  States  to  target  SSIG  funds  in  certain  ways  in 
order  to  insure  maximum  funding  for  continuation  awai*ds. 

This  may  result  in  a  distortion  in  the  objectives  of  the  State  match- 
ing program.  Some  States,  for  example,  may  desire  to  aid  students 
enroUing  in  programs  of  less  than  4  years*  duration  { others  may  desire 
to  target  the  grants  on  low-income,  high-risk  students.  Tender  both  of 
these  strategies  States  would  risk  losing  potential  cojitinuation  fund- 
ing. The  solution  is  to  discontinue  the  disthiction  between  initial  and 
continuation  aAvards  and  give  thy  States  the  additional  flexibility  to 
use  their  entire  SSIG  allotment  to  most  effectively  meet  the  objectives 
of  the  State  nuitching  program. 

b.  The  current  allotmetit  formula,  based  on  student  enrollments^ 
also  woi^ks  a  hardship  on  a  number  of  small  States  and  territories* 
In  fis(ial  1974,  for  example,  13  States  received  less  than  $100^000  in 
SSIG  ftmds.  It  is  recommended  that  the  law  establish  a  minimum 
level  of  futtdinj;  of  $1004(^)0  for  all  States  and  appropriate  minimum 
levels  for  the  territorieSi  In  this  way  Congress  can  maximize  the  in- 
centive feature  of  this  program  even  for  die  smaller  States. 

We  are  confident  that  if  the  SSIG  program  is  made  a  permanently 
funded  element  of  title  IV  of  the  Higher  Education  Act,  and  if  the 
recommended  changes  are  made  in  the  program,  it  is  mttch  more 
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likely  that  all  50  States  will  soon  be  actively  participating  in  a  coop- 
erative effort  to  assure  an  educational  opportunity  for  all  citizens. 
.  2.  States  as  Delvoem  il/eo^im.— Historically  the  Federal  Gov- 
ernment has  utilized  the  Federal-institutional  relationship  to  deliver 
its  support,  to  students  enrolled  in  post-secondary  education.  While 
the  Higher  Education  Act  of  1966  did  provide  for  State  administra- 
tion of  the  guaranteed  student  loan  program,  not  until  the  enactment 
of  the  Higher  Education  Amendments  of  1972  and.  the  creation  of  the 
State  student  incentive  grant  program  did  the  Congress  recognize  the 
potential  of  a  Federal/State  partnership. 

This  is  curious  in  light  of  the  overwhelming  success  of  the  State 
commissions  created  by  the  Higher  Education  Facilities  Act  of  1968 
in  all  but  eliminating  the  higher  education  physical  space  shortages 
then  facing  the  Nation.  The  success  of  this  joint  effort  is  a  matter  of 
public  record  and  beyond  dispute. 

We  would  argue  that  the  Federal  Government  has  available  to  it 
this  same  delivery  mechanism  which  can  serve  to  complement  or  pro- 
vide  an  alternative  to  procedures  in  the  student  aid  area.  For  example, 
a  State  model  for  the  administration  of  the  basic  grants  program  has 
been  develQped,  which  is  attached  for  your  review. 
^  Similarly,  several  States  have  already  developed  or  are  actively  con- 
sidering the  enactment  of  State  work-study  programs.  Given  the  re- 
cent interest  in  the  work-study  alternative,  we  suggest  that  the  sub- 
committee seriously  consider  the  role  of  the  States  in  an  expanded 
work-study  effort.  A  matching  program,  for  example,  might  well 
serve  to  stimulate  further  State  activity  in  this  area^  on  the  one  hand, 
and  promote  FederaP^bjectives,  on  the  other.  In  short,  the  States  can 
and  should  be  active  participants  in  the  delivery  of  student  financial 
aid. 

3.  tmm'omd  coordlmtim  of  iwMVoid  aid  progmm.—QXmvly  one  of 
the  highest  priorities  facing  all  of  us  is  to  quiclcty  eliminate  tli'e  chaos, 
duplication  of  effort,  and  confusion  which  now  exists  in  the  delivery  of' 
student  aid  resources.  It  has  been  suggested,  and  we  certainly  agi-ee, 
that  a  virtual  "paper  barrier"  has  been  erected  in  this  country  which 
likely  inhibits  the  full  participation  of  all  eligible  students  in  higher 
education.  It  is  not  uncommon  for  a  single  student  to  complete  four 
different  applications  for  aid  and  have  his  need  evaluated  in  as  many 
different  ways,  each,  of  course,  producing  a  different  outcome.  It  is 
little  wonder  that  many  students,  particularly  those  who  most  need 
the  aid,  arc  bewildered  by  the  present  structure. 

These  issues  have  been  addressed  foiihrightly  for  the  first  time  in 
the  task  force  on  the  management  of  student  assistance  programs  is- 
sued by  the  U.S.  Office  of  Education.  As  a  followup  to  this  report  two 
national  work  conferences  have  since  been  sponsored  by  the  Office  of 
Education:  Work  Oonfei-encc  on  the  Federal-State  Partnership  in 
Student  Assistance  and  Work  Conference  on  the  Federal-Institution 
Ptti'tnei'ship  In  Student  Assistance. 

Tlie  task  force  report,  the  work  conferences  and  the  growing  recog- 
nition of  this  critical  problem  have  produced  a  national  consensus  that 
order  must  now  be  made  of  the  present  chaos.  To  this  end  the  national 
association  strongly  endorses  the  recommendations  of  the  Federal- 
State  work  conference  which  are  attached  to,  this  testimony. 


ERIC 


91 

Even  now  joint  ©ffoi'ts  ar«  underway  to  seek  solutions  to  three  crit- 
ical problems: 

1.  The  need  for  a  common  data  application  form  to  be  used  by  all 
students  to  apply  for  all  programs; 

2.  The  coordination  of  a  Federal-State-institutional  delivery  system  j 
and 

3.  Student  financial  need  assessment. 

The  National  Association  strongly  and  enthusiastically  supports 
work  in  these  areas  and  while  not  requesting  legislative  action  at  this 
time,  we  urge  you  to  recognize  these  efforts  and  encourage  their  con- 
tinuation to  a  successful  conclusion. 

In  summary,  let  me  reiterate  our  three  critical  points :  SSIG  should 
bo  continued  and  fully  funded;  the  States  offer  the  Federal  Govern- 
ment a  viable  alternative  mechanism  in  the  delivery  of  student  aid  re- 
sources; and  NASSP  strongly  endorses  efforts  to  improve  the  integra- 
tion and  coordination  of  the  Nation's  student  aid  deuvery  system. 

Mr.  Chairman,  your  consideration  of  these  remarks  is  greatly  appre- 
ciated. We  welcome  the  opportunity  to  respond  to  any  questions  you 
or  members  of  the  subcommittee  might  have, 

[Attachments  follow  j] 


DEVELOPMENT  Of  STATE  SCHOLAHSHIP»ASSISTAHCE  PROGRAMS  fOR  SCHOOL  YEARS  1971-72  TO  1975-76,  BASED  UPON  PRE^SSIO  PROGRAM  APPLICATION  DATA 


CdlifOfDid 

Connecticut 

Florida 

Illinois^ 

Indiana 

Iowa 

Kansas 

Maryland 

Mdssachusatts 

Michigan 

Milnnesota 
owiotsay 
NewiYork 
Ohio 
Oragon 
Pannsylvania 
Rhodo  Island 
south  Caratlna 
Texas  , 
verniotil 
Washington  . 
Wost  Virginia 
Wisconsin 


Alaska i 

Maine 

Tennessee 


Missouri 
North  Dakota 


Colorado 

Delaware 

Georgia 

Idaho 

Kentucky 

Nebraska 

Oklahoma 

Puerto  Jlco^ 

south  Dakota 

Utah 

Virginia,  . 
Virgin  Islands 


i  Defived  from  Dr.  Joseph  Boyd,  Illinois  State  Scholarsh  p  Comnilssioni  table  entitled  '  Dollars  and 
Nufflbe  of  Awards  and  Heiatod'Data  by  states  for  Cotnpretlansive  undergrade  f^Jte  (conifle  itive 
and  (Noncompetitive)  programs  of  Financial  Aid  Based  upon  Nead  for  Rasidents  ef  the  state  to  Attend 
Eitiier  Public  or  Nonpubftc  Colleges  and  unlversitys/' 


.  American  Samoa 
Arkanias 
Louisiana . 
Mississippi 
Montana 


tlew  Hampshire 
New  Mexico 
North  Carolina 
Trust  Territory 
Wyoming* 


*  Not  oarticipating  In  SSIO. .        ^  ^. . 
)  NO  formal  response  from  GovernOf  ai  61  May  6^  1974i 


Assistance  programs 

Ongoing  before  SSIGi 

Programs  added,  Including  SSIG 

No  program  plans  (5> 

Existing  1971*72  (23): 

Added  1972-73  (3)i            Added  ld73-74  (2)j 

Added  1974-76  (12)!             To  be  added  1975r76  (11): 

Alabama 
Ari 


District  Qt  Columbia  i 
Guam 
Hawaii 
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BASIC  KuyCATlONAt.  .OPlWrUNlTV  (iUANTS,  TIIK  STATK  ADMINISlT^A'nVta  MODEt, 

JUNB  1074 

INTROUVC'WON 

Tho  thesis  ot  this  \mim  is  that  State  agetioles  couUl  easily  ho  usiul  Unnwh  stiUe 
as  tho  urimary  cooi-rtlimtlvo  body  for  the  adininistmtlon  of  the  Basle  flmnts 
iu*oj?rani. 

,\ssuMimoNs  aiciuNu  thb  statk  Moimi. 

The  State  agency  model  doserlbed  below  Is  based  on  the  following  assumptions 
of  Congressional  intent  with  regard  to  the  BEOO  program  i 

(1)  mtithmvnt--miOQ  Is  provided  to  eligible  students  as  a  matter  of  right, 

(2)  mnalimtiour^The  ultimate  goal  of  BEOG  Is  to  insure  equality  of  educa- 
tional opportunity  for  all  students.  ^     ^  . 

(»)  Umlif  /Cnot(?lo(li/c— That  students  must  know  the  amount  of  their  BEOG  In 
advance  of  a  final  deelslon  regarding  educational  plans.  ' 

(4)  Poundatiott^'nxat  BEOQ  is  Intended  to  be  the  foundation  or  floor  for 
other  federal  programs,  as  well  as  state  and  institutional  programs, 

(5)  yuHomn  i5f<«W(l«/'rt— That  one  *^natlonal  standard"  of  need  will  be  estab- 
lished for  the  BEOG  program  with  little  if  any  local  variation  allowed. 

ttDASOKS  to  CONSIUEK  THE  StA'rK  MOmi 

(  t  )  Tho  projwsed  state  model  would  set  In  motion  itnplementation  of  a  real 
fedoraWstate*instltutional  partnership.  Such  a  concept  Is  consistent  with  the 
goals  of  revetnte  sharing  and  creative  federalism. 

(2)  The  proposed  state  mwlel  would  be  a  way  to  Insure  more  effective  coordlna* 
tlon  of  existing  federal,  state,  and  Institutional  programs.  Presently  there  Is  no 
effective  way  for  the  various  "sources"  of  student  aid  to  deliver  their  aid  to 
students.  Much  work  is  being  duplicated  by  each  source  and  aid  Is  not  always 
delivered  to  those  of  greatest  need* 

(8)  Th<«  track  record  of  the  existing  21  state  administered  guaranteed  student 
loan  programs  has  proven  the  qviatlty  of  State  adndnlstratlon.  Even  OE  Is  now 
willing  to  admit  that  the  evidence  with  respect  to  student  loan  defaults  suggests 
that  state  administered  GSJj  programs  clearly  have  outperformed  the  federal 
guaranteed  loan  program.  Tliere  hre  also  several  eitttmples  of  federal-state 
partnerships  oittstde  of  oE  which  prove  that  such  a  program  can  work,  e.g.i 
transportation  atul  employment  service. 

sTAtts  mm.  in  ot»tjnAiioN 

Following  Ik  a  step*by*step  description  of  how  a  state  nioilel  <  uld  work  in 
administration  of  BEOG,  Advantages  are  noted  and  alternatives  sttggested.  Wis- 
consin example.^  are  offered  which  obviously  w<iuld  vaiv  In  each  state. 

(t)  PuhUo  hifomnthn,  IdmtlflGaHon  appUcaHon  pf'ocedure 

(a)  The  state  ageticy  would  provide  a  program  of  public  Utformatlon  to 
interested  and  prospective  stttdents  alkutt  BOG  8pe<'lflcally  and  financial  aids  In 
general.  Both  traditional  and  nontradltional  approaches  would  l)e  employed.  The 
ageiu'y  wottld  contltiue  to  lu^ovlde  public  Infornmtlon  through  the  high  schools, 
e.g.,  workshops,  n<HVsletters,  paretits*  nights^  etc.  In  Wisconsin  nontradltional 
apt)roaches  of  prcjgram  Ihfornmtlon  would  also  be  used.  Specifically  a  statewide 
talent  search  program  cttrrently  funded  by  the  state,  OB,  NtH,  and  Safe  Streets 
would  comientrntc  Its  efforts  on  the- "nontraditloimP*  (disadvtuitaged)  segment 
of  the  p()t)tUatlon.  Efforts  would  be  nmde  to  fully  inform  the  adult  populatton 
of  be»u»ttts  available.  Slm'C  the  objective  would  be  to  Inform  alt  students  of  aid 
opimrttuiitles,  It  would  be  df^Vold  of  a>}y  (n^tUnihfwt  hiasett. 

(h)  The  student  would  complete  one  application  form  and  need  amilysls  docu* 
menti  By  doing  so  he  would  be  automatically  considered  for  BOG  and  then  all 
other  available  forms  of  aid  at  all  Institutions  In  which  he  might  be  interested. 
This  sltigle  atjpUcatlon  process  has  been  In  existence  In  Wisconsin  snce  WOB  and 
has  proven  highly  successful, 

(2)  Dcttfrnlnatlm  of  nvvd  nml  IWft  umouni 

t-pon  receipt  of  the  application  and  need  analysts  form,  tho  stat^  agency  would 
andit  the  forms  for  completeness  and  accuracy,  A  need  analysis  would  then  be 
done.  Two  options  are  available  t 
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(a)  The  state  agency  could  use  Us  own  computet*  capacity » 

(b)  The  state  agency  could  contract  with  a  service  bureau,  e»g.,  OSS,  ACT,  etc. 
In  either  case  the  need  analysis  would  be  done  using  the  national  atanaard 

curve  adopted  by  OB  for  BOG. 

Once  the  need  analysis  Is  completed  the  amount  of  the  BOO  would  be  cal* 
cttlated.  It  would  be  an  automatic  determination,  little^  If  any  flexibility  allowed 
(errors  could  be  corrected This  becomes  the  BOQ  entitlement  or  federal  floor, 

(S)  State  entitlement  determlnatim 

Once  the  federal  BOO  is  determined  the  state  would  build  its  award  on  top  of 
the  BOQ»  In  Wisconsin,  a  supplemental  award  or  state  entitlement  could  be 
awarded  from  one  or  a  combination  of  the  following  programs : 

(a)  State  Incentive  grant  with  state  match  from  Talent  Incentive  Program 
(Maximum  $1,SOO  to  students  enrolled  in  public,  private  or  proprietary  schools) 

(&)  Honor  scholarship  program  (Maximum  $900  to  freshmen  only  in  public  or 
private  schools)  . 

(c)  Tuition  Orant  (Maximum  $000  to  students  enrolled  In  private  schools) 

(d)  Wisconsin  Higher  Education  Grants  (Maximum  %  of  students's  need, 
public  schools)  - 

(e)  Indian  Student  Assistance  Grant  (Maximum  $1,500  to  Indian  students 
enrolled  in  public,  private,  proprietary  schools ) 

Wowi  In  the  case  of  those  states  which  elected  not  to  adopt  the  national 
standard  curve  for  purposes  of  their  state  programs  an  additional  computation 
could  be  done  by  the  computer  to  arrive  at  the  state's  need  figure.  Computer 
technology  is  available  for  this  additional  calculation*  and  in  fact  ACT  and  CSS 
have  already  readied  their  computer  for  this  eventuality*] 

(4)  Initial  award  notifloation  to  student  a^d  Bohool 

Once  the  federal  BOG  and  state  awards  have  been  determined  this  informa- 
tion would  be  communicated  by  the  state  agency  to  both  the  student  and  the 
school  I  If  a  student  had  indicated  an  interest  in  more  than  one  school  he  would 
be  informed  of  the  BOG  and  state  award  amount  for  each  of  his  choices. 

Bach  institution  would  receive  a  copy  of  the  need  analysis  document  and  a 
printout  indicating  the  following : 

Students  nam^i  addrea^t  soetal  ^eeuHtif  No*  ^ 

Total  cost  «^  «  «  ^  $  

Expected  family  contribution.-*.  — 

Gross  need  — -  ---.-.^  -   « 

BOG  entitlement-—  — —  — — —  — — * 

State  entitlement----.--..-^..*.— ^^^^^ 

Net  need-.———-————.—  —  -..—————  — ^-.^ 

(5)  Instttuttonat  paekaoinff 

Once  the  Institution  received  the  printout  it  would  then  proceed  to  use  its 
supplementary  resources  to  meet  the  student's  remaining  need*  In  Wisconsin, 
the  financial  aid  office  Would  have  the  following  sdurces  of  aid  at  his  disposal 
to  ^^package*^  the  remaining  need  t 

{a)  Federal}  Supplementary  educational  Opp*  grants,  college  woi^kstudy,  na- 
tional defense  loans. 

(h)  Instltutionah  Gmnts^nd  scholarship.*!,  non  workstuSy  employment,  short 
term  loans. 

(0)  Direct  student  loans,  guaranteed  student  loans.  State  workstudy. 
(ff)  Fimtl  award  notlftoatim  to  atudmt 

Once  the  institutions  have  completed  their  packaging,  the  student  would  be  sent 
a  final  formal  award  announcement*  The  student  would  be  requested  to  send  a 
notice  ot  "Intent  to  enroir*  (or  voucher)  which  would  Identify  his  choice  of  in- 
stitution to  the  state  agency  coordination  the  BOG  prograin.  From  this  notice,  the 
state  agency  would  prepare  the  BOG  check  ajid  the  appropriate  state  aid  cheeks* 
All  funds  would  be  sent  to  the  institution  for  disbursement  to  the  student  along 
with  othei*  federal  and  institutional  aid  checks  under  the  direct  control  of  the 
school* 
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(7)  Ctmtion  of  a  formal  appeal  imoednre 

This  comprehensive  (ipproaoh  could  include  a  formal  appeal  procedure  for  tise 
.  by  students  who  felt  aggrieved  or  unfairly  treutedi  The  appeal  steps  might  in* 
elude  the  following  j 

{a)  Direct  api)eal  to  flmmclal  aid  officer  for  administration  review, 

(b)  Appeal  to  institutional  appeals  committee  made  up  of  an  equal  number  of 
students  and  non  students  and  not  appointed  by  the  flnaneial  aid  officer. 

(o)  Appeal  to  a  state  appeal  oommitteo  appointed  by  the  state  agency  and 
made  up  of  a  majority  of  students.  - 

(il)  Pinal  appealto  state  board  or  commission. 

tdentlfled  proUems 

In  presenting  this  proposal  to  several  interested  persons*  some  questions  have 
been  raised.  Following  is  a  list  of  questions  and  suggested  solutions  to  the  prob<» 
lems  Identified! 

(1)  ^\*hat  about  States  which  do  not  have  State  aoenvtest 

This  is  the  old  GSL  question  which  in  the  view  of  many  has  never  been  ade- 
quately resolved.  There  are  several  reasons  to  believe  that  state  agencies  could  be 
encouraged  in  every  state,  First,  the  State  incentive  Grants  program  will  require 
designation  of  a  single  state  agency  in  every  state  to  administer  the  state  incen- 
tive grants  program.  Secondly,  there  are  now  existing  in  every  state  higher  educa- 
tion facilities  commissions  created  by  the  Facilities  Act  of  1963.  Theso  commis- 
sions receive  federal  funds  for  adminisbutlon,  but  recent  cutbacks  in  federal 
ftttuUng  of  the  facilities  programs  has  significantly  reducqd  workload  pressures. 
HfiA72  calls  for  the  creation  of  Postsecondary  Education  Commissions  (Section 
1202)  in  every  state.  It  is  not  unreasonable  to  expect  these  commissions  to  be  in- 
,  terested  In  student  aid. 

In  those  states  which  would  not  be  willing  to  designate  an  administering 
agency,  the  federal  goverinnent  could  either  run  it  directly  or  contract  with  a 
service  agency,  e.g.»  CSS,  ACT,  etc.  This  alternative  Is  obviously  not  the  best  and 
some  liicentlvos  would  have  to  be  created  to  encourage  slow  states  to  react"- 

(2)  HoiO  Oan  Oil  Insure  AocountahiUtyt 

It  is  argued  that  several  states  have  an  outstanding  record  of  performance  while 
others  do  not,  and  further  that  some  states  might  frustrate  Congressional  intent 
to  serve  all  students  equitably.  No  doubt  accountability  will  be  necessa-ry  regard- 
less of  who  administers  the  program.  Requiring  accountability  of  50  states,  how- 
over,  will  be  much  easier  than  requiring  accountability  of  4,000-eiOOO  institutions, 
it  would  be  expected  that  each  participating  state  would  be  required  to  enter  Into 
a  "performance  contract**  with  013,  just  as  the  guarantee  agendles  already  have 
done*  States  Would  be  required  by  regulation  to  meet  these  i)erformttnce  re- 
quirements. 

(3)  What  Ahout  Studenta  Oolnff  Out*of -State  a^td  Coming  Into  the  State? 
Clearly  this  is  a  minor  administrative  problem  which  could  be  resolved  by 

deslgmitiiig  either  the  sending  state  or  the  receiving  state  as  the  responsible  agent 
for  those  students.  It  is  conceivable  that  the  state  agency  could  serve  both  types 
of  students,  probably  the  best  solutioti,  however,  would  be  to  designate  the  receiv- 
ing atate  as  responsible. 

St^MMAUV 

An  attempt  has  becJi  made  to  set  out  in  some  detail  a  state  model  for  admlnls- 
tratlon  of  the  BOG  program,  I'lie  model  would  enable  the  federal  government  to 
administer  I^OG  without  creating  a  huge  central  bureaucracy  and  without  direct 
respotislbillty  for  accountability  on  the  part  of  the  thousands  of  schools  In  the 
country.  The  model  also  insures  coordination  of  student  aid  programs  admlnls* 
t^red  by  a  variety  of  sources. 

Finally,  the  model  while  decentrallJilng  administration,  In  no  way  limits  the 
federal  government  through  OK  to  set  specific  programnmtlc  guidelines  and  re- 
quirements, e.g.,  national  iitandard  of  e^ip^catlons,  standard  emancipation  deflnl- 
tlon>  standards  for  eligible  students  costs  and  treatment  of  special  circumstances, 
and  accreditation  requirements  for  proprietary  schools. 

HtOHAtU)  H.  J0»KS1!o((, 

PreHdenti  Nattonat  Ameiatton  of  State  Sehotarshlp  Prograim^ 
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Rkcommkndatio.'vs  Puom  tuk  National  Wouk  Confeuknobj  on  thk  Smfi-FeoBRAii 

rvVnTNKUSHU'  IN  SWUKNT  A8818TANCK,  WASHINOTON,  D.G.,  MAUCH  22,  11)74 

BAHIO  GRANT  XUlOOrtAM 

'  .  1.  UeoomnwnUatlon,*  That  the  unused  portion  o^  the  BasU*  Grant  npproprhitlou 
for  1078-74  lie  ctarrled  over  and  added  to  the  11)74-75  awards  rather  than  to  use 
the  unused  portion  at  such  a  late  date  to  supplement  the  1078-74  awards ;  in  addl- 
Hon,  the  steps  presently  conteniphited  to  prevent  recurrent  under-utllliiatlon  of 
funds  In  1074-75  be  actively  supported  by  all  Interested  parties. 

Beconunendatlon  addressed  to !  DHEW/USOE  and  the  U.S.  Congress. 

2,  Recommendationf  That  the  plans  and  procedures  to  provide  State  agencies 
with  periodic  reports  of  Basic  Grant  applications  by  State  of  origin  be  extended  to 
all  States  based  on  the  latest  available  information  ft'oni  the  Governors  of  the 
States  cnneerning  the  State  or  StatcKleslgnated  agency  or  agencies  which  have  a 
bona  tide  interest  In  such  information,  with  appropriate  safeguai*ds  provided  to 
lU'otect  the  confidentiality  of  Indlvldnal  data. 

liecommendation  addressed  to:  Office  of  Student  Assistance,  Division  of  Basic 
Grants. 

8*  Recommendation:  lliat  the  processing  of  the  Family  Contribution  Schedules 
by  Congress  and  the  United  States  Ofllee  of  Education  be  complote<l  In  a  manner 
which  permits  the  distribution  of  Basic  Grant  applications  In  September  of  the 
year  precedhig  the  time  the  students  apply  for  receipt  ami  use  of  Basic  Grant 
awards. 

Recommendation  addressed  to:  DHEW/USOE  and  the  U.S.  Congress. 

4.  Reoonmendation:  Tliat  the  Basic  Grant  regulations  be  revised  to  iHjrmlt  the 
\tse  of  either  the  immediate  prloi*  year  estimated  tax  data  or  the  last  preceding 
year  of  validated  tax  data,  or  both,  as  the  basis  of  the  Family  Contribution 
Schedule.  Implementation  of  this  recommendation  would  meati  that,  for  the 
1075-70  Basic  Grant  awards,  estimated  tax  data  for  1974  and/or  actual  verified 
tax  data  for  1D73  would  be  used. 

Recommendation  addressed  to  Office  of  Studetit  A.sslstance,  Division  of  Basic 
Grants.  ' 

5.  Reormmendaftmi  That  In  order  to  permit  maximum  coordination  of  State 
and  Federal  student  assistance  programs,  a  question  should  be  added  to  the 
197r)'-76  Basic  Grant  application  in  which  the  student  can  tndicnte  the  State 
In  which  he/.she  is  a  l&/;a{  resident 

.  Recommendation  addressed  to  i  Office  of  Student  Assistance,  Division  of  Basic 
Grants. 

0.  Remnmmdattmi  That  actiofi  be  taken  to  Include  In  the  Woj*k  of  the  Task 
'  Force  on  Management  of  Student  Assistance  Programs  a  clarification  of  incon- 
sistencies and  confusions,  real  or  perceived,  between  the  entitlement  procedures 
Iti  the  Basic  Grant  Program  and  the  needs  analysis  procedures  in  other  Federal 
and  State  student  assistance  programs. 

Recommendation  addresseo  to  Office  of  Student  Assistance.. 

stAtti  ewbiiNt  ii^ctJN'rm:  okANT  mmnxM 

7.  JimtmmenMtom  That  action  be  taken  to  assure  that  the  State  Student 
IncfMitlve  Grattt  Program  is  funded  at  the  full  level  of  authorli^atlon  and  con- 
tinued in  the  future  in  order  that  the  "liicentive"  feature  of  the  program  Will 
l)e  fully  productive. 

Recommendation  addressed  to  DHEW/USOB,  0MB  and  the  U.S.  Congress. 

8.  iieomnmetidaHon:  Tlmt  action  be  taken  to  allow  money  made  available  to 
States  tlirough  appropriations  In  one  fi/jcal  y(jar  to  be  nmde  available  for  allot- 
mejit  or  reallotmcttt  during  the  next  fiscal  year. 

Recommendation  addressed  toj  DHEW/USOE  and  the  U.S.  Congress. 

0.  ReofmmendatiofU  That  the  determination  of  ''substantial  financial  need" 
be  felt  to  the  disf^retlon  of  the  States,  with  the  approval  of  the  U.S.  Commis* 
.Mloner,  In  preference  to  efforts  to  establish  any  national  norm. 

Recommendation  addres£<ed  toi  Ofiice  of  Student  Asststatice,  State  Student 
Incentive  Grant  Program  lUnlt 

10.  t^ecommmdamm^hat  reporting  requirements  by  State  ageiioles  be  limited 
to  ati  annual  summary  of  demographic  data  on  State  Student  Incentive  Grant 
recipients,  rather  than  any  requlremnit  for  individual  listings  of  recipient  data* 
However,  such  Individual  accounting  should  b6  availal)le  from  the  State  ageney 
for  audit  purposes. 
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Recommendation  atldroasod  toi  Offlce  of  Btudent  Assistance,  State  Student 
Incentive  Grant  Program  Unit.  ^      _       .....  x 

11,  Hecommendation!  fl'hat  agreement  for  state  participation  In  SSIG  l»e 
entered  into  on  a  continuing  basis  rather  than  an  annual  basis, 

Recommendation  addressed  to;  Office  of  Student  Assistance,  State  /student 
Incentive  Grant  Program  Unit 

OAMPUS^aASKl)  SFA  WloaiiAMS 

12,  Recommendation}  That  the  present  Regional  panel  review  process  should 
be  discontinued  and  replaced  by  a  broadly  representative  State  review  process, 
with  recommendations  for  Institutional  funding  transmitted  from  the  State 
review  panel  to  the  appropriate  Regional  Office  of  Education.  The  State  review 
process  should  be  conducted  either-- 

(1)  under  the  auspices  of  the  Regional  Office  of  Education,  with  broad 
representation  from  State  agencies,  pastsecondary  educational  Institutions 
and  other  appropriate  groups  or  persons ;  or 

(2)  under  the  auspices  of  a  State  agency,  where  such  an  agency  is  dealg- 
imted  by  a  Governor  to  perform  tliis  function,  with  broad  representation 
from  state  agencies,  postsecondary  histltutlons,  and  other  appropriate  groups 
or  persons, 

Recommendations  addressed  to;  Office  of  Student  Assistance,  Division  of 
Student  Support  and  Special  Programs. 

18,  ItaaommGndationi  That  action  be  taken  to  permit  a  State  to  file  a  single 
application  for  support  unde»r  campus^based  programs  on  behalf  of  all  postsec- 
ondary institutions  In  the  State. 

.  Recommendation  addressed  to;  Office  of  Student  Assistance,  Division  of  Stu- 
dent SUi)port  and  Special  Programs, 

14,  UeaommendaHon}  That  action  be  taken  io  give  appi*oprlate  State  agencies  a 
'•Vendor  CahIq  Number**  and  to  provide  those  agencies  with  copies  of  grant  awards 
made  to  all  institutions  in  that  State.  Such  agoncies.should  also  receive  regular 
reports  supplied  to  the  tJ.S.  Congress. 

Roc(mimendatlon  addressed  to:  Office  of  'Student  Assistance,  t^vlslon  of 
Student  Support  and  Special  Programs.  .  ...... 

15.  nerommimdaflon:  That  the  trUpartlte  application  should  be  simplified  and 
clarified  so  as  to  collect  only  data  directly  related  to  the  request  for  Federal  funds. 
Data  already  available  from  other  sources  should  not  be  Included. 

Recommendation  nddressed  to ;  Office  of  Student  Assistance,  Division  of  Student 
Stjpport  and  Special  Programs. 

10,  Ihu^ommmlatlon:  Tlmfc  snfflclent  personnel  and  resources  be  provided  to 
enable  a  ten.day  turnaround  In  the  procesfilng  of  Guaranteed  Student  Loan  Ap- 

^^'lle^^^^^^^^^^^  addressed  to:  l)MEW/t)SOE/I>CM/Offlce  of  Guaranteed 

Studetit  Loans,  ^  ^  , 

It,  Ueoommeiulathnt  That  USOK  and  any  other  necessary  agency  take  Inune- 
dlate  action  to  CKdude  the  Guaranteed  Student  Loan  program  from  the  tn'ovl* 
sions  of  0M«  riroular  A--70,  as  Revised,  in  order  to  permit  the  State  Governments 
to  mnke  such  toJitts  and  the  tVderal  Governmetit  to  Insure  them.  «    .  ■ 

Recommendation  addressed  to:  USOB/DOM/Offlce  of  Guaranteed  Student 
Loans  and  'to  the  Office  of  Management  and  Budget. 

TASK  t'OttCB  «BI>0«T 

18.  Hemimmdatlmi  That  the  spirit  of  Federal-State-tnstttutlonal  partnership 
reconunendiHl  by  the  Task  t'orce  on  Management  of  Student  Assistance  Programs, 
ami  the  coordinated  strategy  for  Implementation  suggested  by  the  Report,  Is 
strongly  etidorsed  for  Implementation  as  soon  as  possible. 

Recointnendatlon  addressed  to :  US01i)/U.S.  Commissioner  of  Education/Bureau 
of  Postsecondary  Education,  Office  of  -Student  Assistance,  ^  ^ 

19.  lieoommmtMon}  That  action  be  tttken  to  expedite  the  clearance  processes 
within  the  Office  of  Education  and  the  Department  of  MEW  in  order  to  Peinnlt  the 
Office  of  Student  Assidtapce  to  carry  out  the  coordinated  dtrategiei^  outlined  by  the 
Task  i'orce  on  'Managemeut  of  Student  AsslstaneOi  _ . 

Recommendation  addressed  to:  DllfflW/USOE/Bureau  of  Postsecondary 
Education. 
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fi^moN  1803  STATE  COMMISSIONS 

20.  ReoommetidaHon:  That  the  Federal  Governmenf  stand  by  its  announced 
policy  to  leave  the  Imirtementatlon  of  the  "broadly  and  equitably  representative'* 
requirements  to  the  discretion  oi  the  Governors,  based  on  all  applicable  Federal 
laws  Including  the  provisions  of  Title  VI  of  the  Civil  Rights  Act  of  1064  and  Title 
IX  of  the  Education  Amendments  of  1972,  as  well  as  the  provisions  of  Section  1202 
of  the  Higher  Education  Act,  as  amended. 

Recommendation  addressed  to?  DHBW/USOB/Offlce  pf  Student  Assistance 
•State  Planning  Commissions  Program  Unit. 

21.  ReoommMMims  A  majority  of  the  States  have  agencies  that  can  plan 
and  coordinate  Federal,  State  and  Institutional  student  assistance  programs  to 
maximize  educational  opportunity  for  all  of  their  citizens.  Those  States  which 
do  not  have  this  capability  should  move  to  establish  It  as  soon  as  possible,  since 
an  efeective  Federal-State-Instltutlonal  partnership  will  require, that  all  States 
have  an  organization  capable  of  effective  planning  and  coordination  In  the  stu* 
dent  assistance  field.  Federal  planning  funds  provided  under  Section  1203  of  the 
Higher  Education  Act  may  be  helpful  to  the  States,  but  the  basic  support  for 
the  development  of  this  capftblllty  will  have  to  come  from  the  States  themselves. 

Recommendation  addressed  to ;  Oillce  of  Student  Assistance  State  Planning 
Commissions  Program  Unit. 

QfiN^^RAt  RECOMMENDATIONS 

22.  ReoommendaHon:  That  action  be  taken  to  bthig  about  the  creation  of  a 
common  application  package  which  students  can  Use  to  apply  for  Federal,  State, 
institutional  and  other  forms  of  student  assistance.  Including  financial  Informa* 
tion  necessary  to  perform  various  need  analysis  calculations  In  accordance  with 
program  requirements,  and  that  these  actions  be  accomplished  as  soon  as  pos« 
slkle. 

Recommendation  addressed  toi  Office  of  Student  Assistance,  State  agencies, 
NASFAA,  etc,  and  to  the  U.S.  Congress. 

23.  ReoommendaUom  That  action  be  taken  to  pei*mlt  the  Office  of  studeiit 
Assistance  to  develop  common  terms  and-  definitions.  Including  definitions  of 
educational  cost  C'lements,  and  to  share  these  with  the  States;  but  that  these 
efforts  should  not  imply  supporf'  foi*  developiiieht  of  Uomatlve  cost  formulae 
for  determining  student  aid  components. 

Recommendation  addtessed  tot  DHBW/USOS  and  the  U.S.  Congress. 

24.  ReoommendaUoni  That  the  Office  of  student  Asststance<  Its  conf^tltuent 
Divisions,  Program  Units  and  Regional  Offices  be  provided  with  sufficient  addi- 
tional personnel  and  resources  to  ensure  adequate  adminlstrattoh,  analysts  and 
reporting,  institutional  guidance,  and  adequate  program  review  In  student  as* 
slstauce  programs. 

Recommendation  addressed  tot  DHBW/USOB/Deputy  Commissioner  for 
Management. 

25.  ReoomntendaUon*'  That  '/ederal  and  State  agencies  recognliJe  the  shared 
responsibility  for  providing  adequate  and  appropriate  funding  for  admlnlstra* 
ttve  functions  performed  by  both  State  agencies  and  postsecondary  institutions. 

Recommendation  addre.^sed  tot  DMBW/USOB,  State  Legislatures  and  to  the 
tJ.S.  Congress. 

26.  lieeommmdatloiu  That  the  States  seek  to  maximize  public  awareness  of 
student  assistance  programs  and  that  Federal  and  State  efforts  in  the  dtssemt« 
nation  of  such  Itiformatlon  be  better  coordltiated, 

Recommendation  addressed  tot  Office  of  Student  Assistance  and  State 
agencies. 

2T.  Reoofmnrndaiknt  Thftt  actions  be  taken  to  provide  the  opportunity  for  a 
single  State  agency  to  conduct  the  training  for  Basic  Orant  and  other  programs 
Within  the  particular  State. 

Recommendation  addressed  tot  Office  of  Student  Assistance. 

28.  Recommndationt  That  a  data  information  system,  capable  of  being  up* 
dated  on  a  regular  basts,  be  developed  to  provide  information  on  student  financial 
needs  and  resources  on  an  aggregate  state^by^state  basts^ 

Recommendntion  addressed  tot  Office  of  Student  Assistance  and  State 
t/egtslatures. 

20.  Rmmmndattmt  That  the  Couimlssioner  of  Education  be  strongly  com* 
mended  for  authorizing  and  supporting  the  efforts  of  this  National  Work  Con* 
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ference  and  that  such  efforts  at  ImDrovlng  the  State-Federal  Partnership  in 
student  assistance  continue  with  frequency. 
Becommendation  addressed  to:  U.S.  Commissioner  of  Education. 

Mr.  O'Hajia.  Thank  you  very  nnich,  Mr.  Johnstont 
Our  next  witness  will  be  Mr.  Joe  Boyd  from  the  Illinois  State 
Scholarship  Commission. 

STATEMEXne  OF  JOSEPH  D.  BOYD,  EXECUTIVE  DIRECTOR,  ILLINOIS 
STATE  SCHOLARSHIP  OOHMISSIOIT 

Mr.  BoYp.  Mr.  Chairman  and  membei's  of  the  committee ;  My  name 
is  Joseph  D.  Boyd,  executive  director  of  tlie  Illinois  State  Scholar- 
Ship  Commission.  I  appreciate  this  opportunity  to  testify  on  Stete 
scholarship/grant  programs  and  to  strongly  encourage  the  inclusion 
of  the  role  of  the  States  in  any  new  comprehensive  Federal  legislation 
on  student  tiid.  An  expanded  partnership  between  the  Federal  and 
State  Governments  in  the  delivery  of  tax  dollars  to  financially  needy 
postsecondar^Y  students  should  be  one  of  the  underlying  purposes  of 
any  revised  tith^  IV  of  the  Higher  Education  Act.  We  must  Avork  to- 
gether to  overcome  gross  problems  of  coordination  on  the  providing  of 
student  aid  to  the  students  of  this  country' 

^inco  19(>9  I  have  surveyed  each  year  what  the  States  are  doing  in 
comprehensive,  undergraduate,  need-based^ monetary  award  programs 
as  investments  in  the  fnttu'e  of  both  the  individual  and  society.  My 
latest  survey,  October  1973,  has  been  shared  with  this  committee.  As 
you  will  note,  in  ldTd-i4i  there  were  28  States— representing  77  per- 
cent approximately  of  the  U.S.  population— assisting  722.000  finan- 
cially needy  undergraduates  with  approximately  $375.8  million  State 
tax  dollars. 

Growth  in  State  programs  of  monetary  awards  has  beeii  both  dra- 
matic and  consistent  as  noted  in  the  following  history  of  the  past  5 
years : 

QftOWTH  OF  STATE  SCHOLARSHIPS/GRANTS  TO  NEEDY  STUDENTS  SINCE  1968-69 


Academic  year 

Award 
,  dollars 
(millions) 

Students 
asststdd 

370,000 
488(000 
579,000 
604,000 
652,000 
722  000 

You  will  note  in  6  years  the  State  growth  is  up  $223  million^  or  two 
and  a  half  times  more  dollars  in  1978-T4  over  1968-69.  In  19T8~74  the 
28  states  provided  more  nonrepayable  aid  to  students  than  the  com* 
bined  award  value  of  both  the  Federal  SEOG  and  Basic  Grant  pro- 
grams. 

The  current  State  programs  vary  greatly  in  size,  purpose,  and  years 
in  existence.  Five  States  (New  York,  Pennsylvania,  Illinois,  Califor- 
nia, and  New  Jersey)  are  m vesting  70  percent  of  the  1973-74  total  dol- 
Ittt  figure  of  $876.8  million  in  stuttents  from  their  States.  These  same  6 
states  represent  about  84  percent  of  the  U.S.  p|Opulation. 
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^It  is  my  cousidored  judgment  tliat  the  State  Student  Incentive 
Grant  (SSIG)  program  will  not  only  motivate  up  to  at  least  14  new 
State  programs  ni  1974--75  that  would  not  have  existed  otherwise,  but 
also  permit  States  with  exit^iing  programs  to  more  rapidly  expand 
their  programs  to  meet  the  heeds  of  their  State  residents.  The  $19  mil- 
lion of  SSIG  funds  for  fiscal  year  1975  creates  a  partnership  of  about 
5  percent  rederal/95  percent  State  funds  in  1974--Y5. 

Atiditional  vSSIG  funds  in  future  years,  requiring  additional  dollars 
of  State  funds,  will  mean  every  dollar  of  such  Federal  funds  is  at  least 
^2  of  additional  grant  aid  to  needy  students.  A  meaningful  partnei'ship 
is  to  begin  which  has  a  most  significant  potential  in  the  years  ahead  to 
accomplish  mutual  goals  of  access  and  resonable  choice  to  the  citijseils  of 
this  country  in  entering  and  completing  their  postsecondary  plans. 

State  and  Federal  student  aid  monetary  award  programs  must  exist 
to  complement  and  not  overlap  or  replace  each  other.  Allow  me  to  sug- 
gest how  this  best  can  be  accomplished. 

The  Federal  program  of  basic  grants  is  predominantly  "access*^ 
money  targeted  to  low  income  and  ^he  disadvantaged  to  help  permit 
students  to  attend  some  college  and  not  necessarily  any  college.  Almost 
all  State  programs  have  been  planned  to  provide  both  ^^access*^  and 
"reasonable  choice**  to  the  needy  student.  AVhen  Stat^  programs  are  of 
sufTicient  total  dollars  or  when  certain  State  programs  are'made  avail- 
able only  to  higher  cost  schools  ($37.3  million  or  about  10  percent  of 
the  1973-74  total  State  monetary  award  dollars  were  programs  of  tui- 
tion equalization  at  nonpublic  institutions),  need  is  determined  on  a 
relative  basis.  Kelativo  need  means  the  financial  strength  of  a  given 
family  or  applicant  is  compared  with  the  total  cost  of  tlie  institution 
of  the  applicant's  choice  and  if  there  is  a  difference,  an  award  is  made 
as  long  as  state  funds  are  available. 

Many  State  programs  are*  therefore,  assisting  thousands  of  families 
who  would  not  qualify  for  a  basic  grant.  A  partnership  which  provides 
basic  grants  as  predominantly  "access**  funds  and  State  funds  to  pre- 
dominantly provide  "reasonable  choice**  is  both  clear  in  purpose  and 
allows  each  partner  to  play  a  significant  role  in  what  distinguishes  the 
United  States  from  other  countries  of  this  world.  Students  of  all  ages 
seeking  additional  education  after  high  school  should  not  have  finan- 
cial barriers  keeping  them  from  this  opportunity  and  in  addition  this 
countr}^  can  also  proclaim  that  a  strong  dual  system  of  public  and  non- 
pitblic  institutions  is  desirable  by  providing  needy  students  a  reason- 
able choice  among  the  institutions  which  can  best  serve  his  or  her  in- 
terests and  future  plans* 

To  accomplish  these  mutual  goals  a  huge  problem  of  coordination 
must  be  dealt  with  and  solved.  I  stroUffly  support  the  development  of  a 
common  student  aid  application  ana,  in  addition*  believe  authority 
should  he  given  to  States  (those  who  can  demonstrate  their  ability  to 
accomplish  same)  the  right  to  calculate  and  announce  basic  gi'ant 
entitlement  to  its  State  residents.  Without  coordination,  almost  $1 
billion  of  basic  grants  and  State  awards  in  1974-76  are  simply  not  go- 
ing to  reach  fully  or  equitably  all  the  persons  for  whom  the  lunds  are 
intended. 

Timing^ of  decisions  is  a  vital  necessity  in  good  coordination.  State 
planning  in  student  financial  aid  becomes  most  difilcult  \mtil  clear  aiid 
timely  Federal  student  aid  decisions  al*e  made  and  clearly  communi-* 
cated.  Keasonable  stability  of  Federal  student  aid  programs  in  pur- 
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pos(i  and  funding  lovols  is  another  vital  ingredient  iii  the  tiitnvo 
strengtli  of  any  new  Federal  partnership  with  the  States. 

States  can  bo  a  delivery  agent  for  Federal  student  aid  dollars.  Cer- 
tain coordination  has  ah*eady  begun.  This  month  in  most  States  a  list- 
ing of  all  their  basic  grant  applicants  for  1974r-76  awards  will  arrive 
to  permit  a  packaging  of  State  and  Federal  funds.  The  basic  grants 
can  become  a  **floor'^  upon  which  to  build  any  additional  needed  and 

'  available  State  aid. 

Federal  aid  programs  and  funds  for  students  enrolled  in  post-sec- 
ondary education  require  a  "delivery  agent"  to  implement  such  bene- 
fits to  the  students  for  Avhom  they  are  intended.  As  a  working  part- 
nerships under  a  creative  new  federalism,  contracts  of  understanding 
with  specific  authorities  and  responsibilities  can  and  should  be  made 
available  to  State  scholarship  agencies  already  staffed  and  experienced 
in  dealing  with  students  applying  for  financial  assistance. 

The  Ultimate  goal  is  to  permit  a  student  or  his  family  to  file  a 
single  application  form  and  have  a  concise  response  as  to  what,  if 
any,  Federal  and  State  taxpayer  educational  benefits  are  his  or  hers 
to  use  at  the  institution  of  their  choice.  For  services  rendered,  each 
state  so  parljicipatiug"  should  receive  appropriate  Federal  funds  for 
odministrati\^e  costs.  Appropriate  Federal  audit  functions  would  be 

^  expected  and. a  sharing  of  data  to  compile  meaningful  national  as 
well  as  data  systems  should  also  be  mandated. 

The  full  development  of  our  human  resources  should  be  our  highest 
priority  of  State  and  National  concern.  Significant  well-funded  and 
coordinated  student  aid  programs  give  evidence  of  this  priority  and 
concern. 

!♦  too,  will  be  pleased  to  answ*er  any  questions. 
Mr.  O^Haua.  Thank  you,  Mr.  Boyd* 

We  will  now  hear  trom  Mr.  Richard  Millard,  Director  of  Higher 
Education  Services  of  the  Education  Commission  of  the  States.  Mr. 
Millard. 

STATEMENT  Of  RIOHAEB  MtLIABB,  DIRECTOR,  HiaHER  EDtJCA* 
TION  SERVIOES,  EDVOATION  OOMMISSIOU  OS'  THE  STATES 

Mr.  MiLLAnn.  lliank  you,   )».  Chairman. 

Mr.  Ohairmtin  and  honoi'able  members  of  the  coinmittee :  My  name 
is  Kichard  Millard^  director,  Higher  Education  Services,  Education 
Commission  of  the  States.  I  very  much  appreciate  the  opportunity  of 
appearing  before  tlie  Sj^ecial  Subcommittee  on  Education  in  connec- 
tion witli  its  doJisideratioJi  of  title  IV  on  student  assistance. 

Tlie  concern  of  the  States,  incltiding  the  liijjlier  education  executive 
ollicers  as  exprej^sed  through  the  Education  Commission  of  the  States, 
witli  the  development  of  an  adequate  and  effective  student  assistance 
program  utilizing  Federal,  State  and  histitutional  resources  consid- 
erably antediites  tlie  Education  Amendments  of  1972.  In  the  fall  of 
1069  the  commission  established  a  task  force  on  student  assistance^ 
chaired  by  the  then-Governor  of  Nebi'aska,  Hon.  Norbert  T.  Tiemann* 
and  inoludintf  In  its  membership  a  cross-sectional  representation  of 
the  higher  educational  and  political  communities  and  persons  knowl- 
edL>'eable  and  concerned  with  student  assistance  at  State,  institutional, 
and  Federal  levels. 
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The  report  of  the  task  force,  Postsecondary  .  Educational  Opportu- 
nitars  A  Federal-State-Institutional  Pftrtnership,  was  completed  in 
maty  1971,  and  adopted  by  the  steering  committee  of  the  Educa- 
tion Commission  of  the  States  as  commission  policy. 
•  f  he  central  conclusion  or  theme  of  the  task  force  ve^ott  was  5 

Ftom  the  standpoint  o£  public  policy  the  prime  need  is  £o(  a  real  E*edet:al« 
State«instltutlonal  partnership  In  makiag  equality  of  educational  opportunity 
more  of  a  reality  in  thio  country.  Such  instltUtional>State-Federal  partnership 
in  complementation  of  efforts  alone  can  assure  substantial  progress  in  meeting 
the  needs  of  students  combined  with  reasonable,  efficient*  and  effective  alloca* 
tion  of  existingand  future  aid  resources. 

The  report  went  on  to  urge  that  in  the  operation  of  the  partnership, 
"A  comprehensive  program  of  student  assistance,  including  oppor- 
tunity grants  J  work-study,  loans,  and  self-help  from  students  and  par- 
ents, is  essential."  It  urged  the  States  to  continue  to  develop  their  own 
comprehensive  pro^jrams  available  to  students  in  all  types  of  post- 
secondary  institutions  exdudinff  only  those  where  funding  would 
violate  State  constitutions  or  the  Federal  Constitution.  It  argued  that 
the  Federal  role  should  be  reinforcement  and  equalisation  of  oppor- 
timity  among  States  and  in  cooperation  with  the  States  help  dose  the 
remaining  student  assistance  gaps.  , 

It  is  our  belief  that  this  task  force  report  has  had  some  impact  on 
the  States  and  on  the  Federal  Government.  Both  through  the  Educa- 
tion Commission  of  the  States  and  with  the  assistance  of  the  National 
Association  of  State  Scholarship  programs,  the  State  higher  education 
executive  officers  and  others,  the  report  was  widely  circulated  to  key 
State  and  Federal  legislators  and  officials.  At  least  the  concepts  the 
report  expressed  coincided  with  State  and  Federal  concerns. 

Dr.  Joseph  Boyd  in  his  testimony  has  documented  the  growth  in 
State  comprehensive  need-based  student  assistance  pro^^s.  Fimd- 
ing  of  these  programs,  without  encouragement  of  the  State  student 
incentive  grant  program,  has  increased  over  $106  million  since  1970-Tl. 
If  one  adds  in  partially  need-based  tuition  equalisation  grants,  the  in- 
crease is  closer  to  $129  million,  or  a  total  in  1973-74  in  excess  of  $887 
million. 

Prior  to  announcement  of  the  State  student  incentive  grant  fund- 
ing, B5  States  had  authorised  programs  of  some  form  of  student  aid 
although  some  of  these  States  hacTnot  yet  funded  the  programs.  The 
overwhelming  evidence  of  the  States'  readiness  for  such  a  partnership, 
of  course,  lies  in  the  number  of  Stated  that  have  responded  to  the 
State  student  incentive  grant  pro-am,  as  reported  in  Mr.  Bichard 
Johnston's  testimony.  • 

On  the  Federal  level  the  task  force  report  may  have  had  at  least 
some  impact  on  inclusion  within  the  Education  Amendments  of  1972 
of  the  State  student  incentive  grant  program  and  reinforcement  of 
the  basic  educational  opportunity  grants  along  wiiih  subsequent  efforts 
to  obtain  funding. 

To  some  extent  the  task  force  report  is  past  history,  but  I  think 
the  principles  involved  are  directly  germane  to  today  and  to  the  work 
of  this  committee.  While  important  steps  have  been  taken,  we  are  still 
a  considerable  distance  from  the  State-Fedeml-institutional  partner- 
ship the  report  envisaged.  Dr.  Boyd  has  rightly  insisted  that  State 
and  Federal  student  aid  monetarv  awards  should  exist  to  comjplement 
each  other  and  n6t  overlap  or  repiaee  each  other.  Currently^  even  with 
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some  iinprovements,  the  situation  would  still  have  to  be  described 
as  chaotic. 

Oiven  present  Federal  student  aid  jprograms,  the  States  should  use 
their  resources  to  reinforce  and  supplement  Federal  funds.  This  cur- 
rently is  impossible  since  neither  the  information,  the  funding  pat- 
tellas, nor  the  operational  liaison  exist  which  permit  the  States  ih  any 
systematic  way  to  carry  out  such  reinforcement.  Federal' programs  . 
have  been  so  fragmented  that  it  is  impossible  even  to  plan  effectively 
at  the  State  level  for  such  supplementarjr  efforts,  let  alone  merge 
State  resources  with  Federal  resources  in  meeting  the  needs  of 
students.  ; 

It  is  thus  essential,  as  an  important  current  umce  of  Education 
task  force  report— referred  to  earlier— proposes,  that  there  be  effec- 
tive coordination  of  student  aid  programs  at  the  State  level.  Such 
coordination  should  involve  correlation  of  information  and  delivery 
mechanisms  in  relation  to'  State  and  Federal  programs,  such  as  the 
basic  educational  opportunity  grants,  but  should  also  include  cor- 
relation with  information  from  institutions  about  federally  funded 
institutional  programs. 

it  is  crucial  that  assessment  of  student  needs  on  the  State  level  takes 
place.  It  can  be  effectively  argued  that  only  on  the  State  level  can 
realistic  and  undistovted  assessment  of  student  needs  occur,  Institu- 
tional assessment  can  only  relate  to  students  who  apply  to  or  are, 
accepted  tit  such  institutions.  State  assessment  can  assure  reasonable 
balance  including  assessment  of  needs  of  potential  students  who  be- 
cause of  extent  of  need  or  other  factors-fail  to  apply  or  be  accepted  at 
prti'ticiilar  institutions. 

This  is  not  to  «ri;ue  that  Federal  funds  for  institutional  programs 
should  pass  through,  be  distributed  or  even  be  approved  by  the  States. 
It  is,  however,  to  recognize  that  comprehensive  information,  on  the 
State  level  is  essential  to  efl'ective  coordination  and  complementation 
of  State,  Federal,  and  institutional  programs. 

The  State  Student  Incentive  Grant  program  is  clearly  critical  to 
effective  coordination  both  from  the  standpoint  of  further  encourag- 
ing]? States  with  incipient  programs  or  no  programs  to  develop  them 
and  from  the  standpoint  of  strengthening  existing  programs  ana  oper- 
ations. But,  in  adclitionj  if  the  States  are  to  assume  a  major  role  in 
coordination  of  student  tiid  programs,  including  collection  of  infor- 
mation and  coordination  in  delivery,  this  will  mean  additional  expense, 
and  we  strongly  suggest  at  least  the  desirability  in  encouraging  such 
coordination  of  tlie  Federal  Government  sharing  in  the  information, 
collection,  and  administrative  costs  of  States  tis  well  as  the  present 
type  of  institutions. 

Another  essential  factor  in  effective  coordination  of  programs,  as 
both  Mr.  Johnston  and  Dr.  Boyd  have  urged,  is  the  development  of 
a  common  student  application  form  that  could  be  used  by  Federal, 
State,  and  institutional  programs  and  progress  is  being  made  in  this 
direction.  In  addition,  approximation  of  or  movement  lowarfl  a  com- 
mon needs  analysis  or  at  least  identification  and  explicit  analysis  of 
common  factors  in  varying  needs  analyses  would  be  nighly  desirable* 

At  least  two  other  areas  in  which  the  State-Federal-institutional 
partnership  could  be  strengthened  should  be  mentioned  and  these  may 
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well  reqi;ire  specific  legislation.  One  is  in  connection  with  the  guar- 
anteed loan  program.  In  the  past  the  Federal  Government  has  been 
schizophrenic  in  regard  to  wliether  guaranteed  loan  programs  opera- 
tionally should  be  State  based  or  federally  based,  As  you  are  well 
aware,  in  about  half  of  the  States  tlie  programs  are  State  based.  In 
the  other  States  they  are  not. 

The  incentives  to  date  have  not  favored  State  programs.  This  should 
be  corrected.  This  committee  and  Congress  have  already  taken  action 
to  drop  the  needs  analysis  for  some  middle-income  families.  This  is 
.  a  major  step  forward.  In  addition,  we  would  strongly  suggest  that 
the  law  be  modified  to  allow  for  varying  types  of  loans  on  flie  State 
level,  including  State  income  contingency  loan  repayment  schedules. 

Finally,  one  important  recommendation  in  the  Education  Commis- 
sion of  the  States  Task  Force  report  that  is  still  worthy  of  considera- 
tion is  the  development  in  conneiition  with  institutions  and  the  Federal 
Government  of  effective  State  work-study  programs.  A  few  States 
have  their  own  work-study  programs,  but  only  a  very  few. 

The  task  force  report  argued : 

•  ■  states  im]  iuatltutions  should  be  encottrnged  to  expand  *  ♦  *  worU-study  iwo. 
gram  opiMirtutUties  so  that,  whenever  possible,  students  may  choose  work  rather 
than  loans  as  oentrul  to  the  student's  self*help  portion  of  the  student  aid  pro* 
erani  *  *  *  .  Self -help  through  work  on  a  limited  basis,  if  properly  planned,  can 
hare  Important  tKlucational  as  well  as  monetary  value,  can  help  students  In 
career  choices,  and  can  provide  reliable  experience  in  areas  related  to  future 
careers. 

We  would  urge  continuation  and  expansion  of  the  current  infctitu- 
tionally  based  work-study  program,  but  we  would  also  urge  provisions 
of  encouragement  to  the  States  in  cooperation  with  institutions  to  de- 
velop State  work-stud;r  programs  with  adequate  planning  for  work 
experience  as  well.  This  may  well  require  effective  planning  to  insure 
that  appropriate  jobs  and  not  makeshift  jobs  are,  in  fact,  available. 

Mr.  Chairman  and  members  of  the  committee,  the  opportunity  for 
developing  an  effective  Federal-Stat«-institutional  paitnership  that 
will  come  close  to  the  national  goal  of  providing  access  and  choice  to 
all  students  who  desire  and  are  capable  of  benefiung  from  it  has  never 
been  greater.  The  various  components  of  existing  student  aid  pro- 
grams, if  effectively  coordinated  and  funded,  can  make  this  a  reality. 
The  States  have  given  every  indication  of  willhigness  to  cooperate.  We 
would  suggest  to  the  committee  that  such  effective  coordination  should 
become  the  next  major  order  of  business  in  student  assistance.  Thank 
you. 

Mr.  O'Haba.  Thank  you  vew  much. 

Our  next  witness  will  be  Mr.  Robert  Sather,  who  is  director  of 
student  financial  aid  at  the  University  of  Wisconsin. 

BUTMSm  W  ROBm  SATBElt,  BIItEOXOB  OF  SXtlOM! 
mMWXLL  AID,  mmSMTf  OP  WXSOONSIM 

Mr.  Si'i'mm.  I  will  submit  my  written  remarks  and  offer  a  summary. 
Mr,  O'Haba.  Without  objection,  your  complete  statement  will  be 
placed  in  the  record, 
rstatement  follows  i] 
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Prrpared  Statement  of  Kobbrt  Satheb,  Dibboto»  of  Student  FiNASoiAt  Aid, 

UNlVBBSITy  OP  WISOONSW 

The  product  of  higher  eaueatlon  Is  a  great  resource  for  all  society.  Higher 
education  Is  a  prime  determinant  for  the  quality  of  life  lu  our  country,  Individ- 
uals are  helped  to  develop  their  abilities  and  trained  to  realize  their  ftUl  poten- 
tlals,  The  Individuals  In  turn  utilize  this  Increased  capability  to  both  strengthen 
and  develop  new  assets  for  our  state,  our  naton  and  the  world  at  large.  There- 
fore,  we  must  recoCTisJe  higher  educatlpn  as  a  vital  national  assets 

To  sustain  the  progress  we  have  made,  society  must  contlmie  to  fulflU  Its 
responsibility  to  provide  opportimltles  for  higher  education.  The  government 
must  maintain  and  even  Increase  Its  support  of  higher  education  so  that  every 
Qualified  and  Interested  Individual  has  the  opportunity  to  pursue  higher 

education.  .    .      .  t   *  ^    i^,  * 

And  yet  there  are  some  who  would  seek  to  penalljse  Individuals  for  the  experi- 
ence and  opportunity  they  gain  from  higher  education.  They  would  seek  to  do 
this  by  holding  the  students  directly  responsible  for  imylng  the  costs  of  their 
education,  either  through  Immediate  payment  or  the  assumption  of  long-term 
d*»hta.  To  do  so  would  be  to  obviate  higher  educational  opiwrtunltles  for  many 
imilvlduals.  It  should  be  noted  that  students  today  are  paying  an  Increasing 
Hhnv^  of  the  mstructtoiml  costs  as  well  as  Incurring  considerable  financial  sacri- 
fice ti  i\  through  foregone  income  and  the  contribution  they  make  to  their  living 
cost-  iiullnstruotlonal-related  expenses. 

T  •  past  twenty  years  have  witnessed  the  greatest  surge  in  higher  education 
ettrniiment  In  the  history  of  our  nation.  During  these  two  decades  the  State  of 
Wisconsin,  In  common  with  most  other  states,  has  met  the  challenge  for  facilities 
and  instruction  to  a  degree  that  would  have  been  believed  Impossible  at  the  time 
the  great  demand  began.  Most  of  the  physical  plant  expansion  has  been  com- 
pleted. Except  for  the  replacement  of  antiquated  facilities  and  a  few  Isolated 
expansion  programs,  the  next  twenty  years  should  see  the  diminution  of  build- 
ing activity  to  a  point  comparable  with  the  period  prior  to  World  War  11.  Enroll- 
ments have  leveled  and,  In  fact,  there  Is  even  a  prediction  of  some  slight  decrease 
in  the  total  higher  education  population  within  the  next  decade.  The' stabllti^a- 
tlon  or  decrease  should  enable  us  to  cease  extraordinary  Increases  In  funding 
and  place  us  In  a  position  of  maintaining  the  present  level  With  a  full  recogni- 
tion for  Increases  due  to  Inflation, 

It  Is  ironical,  then,  that  at  this  point  In  time— when  we  have  just  concluded 
a  period  characterl;sed  by  maximum  funding  for  Pltbllc  higher  education  for  the 
largest  number  of  students  ever  to  be  enrolled  In  the  population  and  paid  for 
by  taxpayers  representing  the  smallest  proportion  of  the  total  population— we 
find  It  necessary  to  change  our  whole  concept  of  financing  higher  education  in 
order  to  meet  contemporary  needs.  This  fact  becomes  more  significant  on  recog- 
nition that  we  move  into  a  period  with  a  larger  proportion  of  working  popula- 
tion and  more  taxpayers,  while  the  decreasing  birthrates  and  change)^  in  emphasis 
on  higher  education  have  brought  about  a  much  smaller  proportion  of  the  popu- 
lation in  the  traditional  higher  education  age  brackets, 

^ACHOas  TO  CONSlDEft 

During  the  present  time  of  financial  accountability,  any  change  in  or  replace- 
ment  of  the  system  of  financing  public;  higher  education  at  the  federal  or  state 
level  must  consider  several  points;  (1)  to  enable  all  qualified  individuals  to 
pursue  a  post*secondary  education ;  (2)  to  examine  economical  methods  of  financ- 
ing post'Secondary  education  i  (8)  to  encompass  the  most  efllcient  utilis^atlon  of 
resources;  (4)  to  relieve  Individuals  of  substantial  future  debt;  (S)  to  weigh 
the  age  of  majority  impllcationSi 

Currently  there  are  numerous  projected  model  plans  available  to  finance 
Idgher  education.  HoWeVer,  each  plan  studied  by  this  committee  had  not  allowed 
for  or  considered  all  of  the  above  listed  points  of  concern,  The  writers  of  several 
model  pla!is  tended  to  portray  their  vested  interests  toward  the  advantages  of 
special  Interest  groups  without  analysing  the  total  current  or  futttre  ramlfica^ 
tion«  in  adopting  such  a  course  or  plan  of  action. 
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The  charge  to  this  committee  by  Obahcellor  Leonara  Haas  and  pr*  Vfilmev 
Pautz,  Chalman  of  the  FaduUy  Senate,  was  to  study  six  areas  of  concern  and 
make  recommendations  relative  to  those  concerns.  The  ureas  considered  by  this 
taak  force  were: 

L  To  examine  the  position  of  the  American  Association  of  State  Colleges  and 
Universities  on  recent  proposals  for  financing  higher  education, 

II.  To  review  the  recent  Department  pf  Administration's  proposal  Involving 
the  development  of  a  new  loan  program  to  replace  present  state  financial  aid 
programs. 

III.  To  consider  the  Implications  of  the  18  year  age*of  majority  rule  In  flnanc- 
Ing  post'Secondary  education. 

IV.  To  make  recommendations  relative  to  the  needs  for  financial  aids  to  stu- 
dents In  terms  of  breadth  of  financial  help. 

V.  To  consider  alternatives  to  meet  the  rising  costs  of  higher  education^ 

VI.  To  provide  suggestions  for  new  sources  of  revenue  for  further  develop- 
ment due  to  increasing  needs  and  rising  costs. 

■     ■    .  »  ■ .  .  . 

AMERICANS  ASSOCIATION  OF  STATH  COLttSGES  AND  UNtVERSmES  POSITION 

The  Ad  Hoc  Committee  on  Financing  Higher  Education  supports  the  basic 
concept  of  the  American  Association  of  State  Colleges  and  Universities  Posi- 
tion on  financing  higher  education  as  stated  In  the  following  resolution  passed  on 
November  7, 1978: 

Whereas  the  American  Association  of  sjtate  Colleges  and  Universities  believes 
that  the  American  system  of  low-tultlon  public  education  Is  a  priceless  national 
resource,  and 

Whereas  millions  of  middle-Income  and  lower-Income  American  families  have 
benefited  and  continue  to  benefit  from  low  tuition,  their  college  education  hav- 
ing ec|Ulpped  them  for  bettor  service  to  the  entire  nation,  as  more  productive 
and  useful  members  of  society,  and 

Whereas  the  effect  of  the  substantial  tuition  increases  recommended  by  several 
nationally-circulated  reports  would  be  to  bar  many  deserving  and  qualified  young 
people  from  higher  education,  or  to  force  them  to  take  out  expensive  loans  and 
begin  their  adult  life  with  large,  long-term  debts,  and 

Whereas  student  aid  Is  not  and  cannot  be  a  substitute  for  low  tuition,  but 
rather  is  an  essential  supplement  to  insure  that  no  qualified  student  Is  denied 
opportunity  beqause  of  lack  of  funds,  and 

.uZ\f»^lZ^t^^^^^  and  state  student  aid  programs  are  sttbject  to  the  anmlnlly 
shifting  political  and  economic  priorities  of  governments  and  private  lenders 
fttil  are  undependable  means  to  aid  low  and  middle  Income  students,  and 
Whereas  low  tuition  Is  a  long-term  guarantee  of  edu(!atloh  opportunity,  and 
WMeas  direct  institutional  aid  at  the  Federal  and  state  levels  Is  essential 
to  maintain  lower  tuition  and  at  the  same  time  to  provide  resources  necessary 
for  teaching,  research,  and  public  service,  .  u  ct»  ii«w»sur.v 

i^^^J^^  «i^>;e/or^,  hf  U  motved,  That  thp  American  Association  of  State  Col- 
nl®l.?MlVi?l^?Mt"l^^         supports  the  cetttry4ong  concept  and  practice  of 
low  tuition  In  public  higher  education. 

nmntMfiN'r  o$»  AOAtiNtSTaAWoN  and  pmm  mposAts  • 
The  task  force  analyjied  the  positive  and  negtlve  aspects  of  the  Wisconsin 
^If'^^^^^^^^^      Plan^WGMfiP,  It  alsoSSeS     W  Ss  S 
SteJ'K^^  Plan^WHEJOP  (ttansen-Welsbvod  Study)  i  the 

SfByffs^^  Itwtltutlon  Study}  and  The  Carnegie  Commis- 

A0»  or  MAtfOtttttf 

belief  of  the  commission  that  the  problems  associated  with  changes 
lV}lf  ^^»,«^;l«^lty  ttiust  not  be  allowed  to  vitiate  the  availability  of  opS- 
tunltlis  for  higher  education*  The  intention^  of  the  changes  In  dSlon  of  aJo 

clittttges  must  not  now  be  Interpreted  In  such  a  way  as 
Sudtttioll  ^<>^  Individual  development  throiigh  higher 
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The  impact  of:  the  new  age  of  majority  on  the  financing  of  higher  education, 
is  as  yet,  uncertain.  To  date  no  Wisconsin  or  Federal  court  has  been  faced  with 
the  issues  as  they  atfect  the  utiiverslty.  Thus,  we  can  only  speculate  os  to  what 
may  happent  / 

The  issue  is  by  no  means  a  moot  one  at  the  moment.  We  are  currently  con* 
fronted  with  at  least  two  possible  substantial  implications  of  eighteen-year-old 
adult-hood:  (1)  The  effects  on  parental  income  as  a  determinant  of  student 
financial  need ;  and  (2)  possible  losses  in  income  from  out**of«3tate  tuition  as  a 
result  of  the  issue's  effect  on  current  residency  requirements* 

Does  the  state  have  the  rirfjt  structure  a  student's  financial  aid  package 
along  lines  consistent  with  parental  income?  Federal  courts  have  ruled  that  an 
individual  cannot  be  denied  food  stamps  on  the  grounds  that  his  or  her  parents* 
income  exceeds  the  maximum  limit  established  by  the  federal  government.  This 
decision  might  well  foreshadow  things  to  come.  Thus  If  It  Is  determined  that  a 
parent's  Income  cannot  be  used  In  the  determination  of  fiimnciat  need  we  are 
almost,  certainly  going  to  see  an  increased  demand  for  existing  financial  aid 
dollars/ 

Prior  t?  eighteen-year-old  majority  there  was  little  problem  with  residency 
requirements^  Most  out-of-state  students  attending  Wisconsin  colleges  and  unl- 
versltles  were  unable  to  qualify  as  residents  of  Wisconsin  due  to  their  legal 
Infancy.  However,  now  that  the  vast  majority  of  out-of-state  students  are  adults 
we  must  ask  whether  the  state  has  the  right  to  deny  them  Wisconsin  citizenship 
and  resident  tuition  rates.  It  should  be  noted  that  University  of  Wlsconsln-Eau 
Glalre  has  437  nonresident  students,  paying  over  $450,000  more  than  the  resident 

*^To  attempt  to  second  guess  precisely  what  the  courts  will  decide  in  regard  to 
these  Issues  Is  risky  at  best.  At  the  same  time.  It  seems  likely  that  new  questions 
will  arise  from  time  to  time.  It  may  weU  be  that  the  courts  will  find  nothing  wrong 
with  our  present  residency  requirements  or  financial  aids  policies.  HoWevAr,  we 
must  keep  in  mind  that  we  are  also  dealing  with  the  public  and  the  legislature. 
Both  groups  are  taking  a  hard  look  at  the  new  age  of  majority  and  theit*  decisions 
may  have  as  much  impact  as  those  of  the  courts. 

PRESENT  AND  POXBNmt  SOURCES  0^  FUNDING 

The  Ad  Hoc  CJommlttee  on  Financing  Higher  Education  has  studied  the  present 
sources  of  funding  as  well  as  the  potential  sources  of  future  funding.  The  sources 
of  present  funding  are  reflected  in  Appendix  II.  The  potential  future  sources  of 
funding  are  listed  below  and  detailed  In  Appendices  III  and  IV. 

A.  Use  l)resent  sources. 

B.  Increase  level  of  state  funding. 

0.  Changes  in  the  tax  structure.       ,     ,  ^. 
D.  Increase  the  level  of  private  and  fe-Jeral  funding. 
B.  Increase  efficiency  of  use  of  present  resourced. 

mt»OSED  WISCONSIN  HIOHEtt  tJOtrOAtloN  PLAN 

The  Ad  Hoc  Committee  on  Financing  Higher  Education  recommends  that  the 
proposal  written  by  Robert  Sather  be  considered  and  endorsed  by  the  Faculty 
Senate  as  an  alternate  method  to  piv>vide  financial  aid  to  students  in  higher  educa- 
tion in  Wisconsin.  ( See  Appendix  V. ) 

Appendix  I 

WISCONSIN  OUARAN^TEED  KlOHEa  EDUCATION  PtAN  (WOMEP) 

(Features) 

1.  No  tuition  increase.  ,  " 

2.  Removes  parental  contribution  in  determining  need  for  financial  assistance* 
8.  Advances  frtm  the  State  directly  to  students  to  attend  Institutions  of  their 

^^ll^^Provides  a  tepaymettt  plan  based  on  the  students*  income  after  completion  of 

the  program!  ^  ^  4     *  i 

6.  Provides  a  State  Interest  subsidy  program  based  on  Income* 
6.  Provides  full  utUlaatlon  of  the  federal  student  aid  structure, 
t*  Bliminates  the  fear  of  the  poor  and  disadvantaged  students  that  money 

borrowed  must  be  repaid  regardless  of  their  income. 
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(Outtlne) 

1,  students  Wowlrt  receive  ui>  to  a  inaxinium  amount  for  living  coats  and  tuition 
at  schools  of  their  choice, 

2.  Financial  need  conld  be  based  on  either  a)  Family  financial  status  or  b) 
Binancipated  Qtudeat  financial  status. 

8,  student  would  sign  2  notes:  a)  Federal  loan  note  agreeing  to  repay  In 
10  years;  b)  State  loan  aj?reonient  in  which  the  State  would  repay  the  Federal 
note  If  the  student  agrees  to  repay  State  on  an  Income  contingency  basis  for  up  to 
26  years  or  until  note  Is  tepaid, 

4,  Notes  would  be  guaranteed  100%  by  Wisconsin  Higher  Education  Corpora* 
tion, 

&  Wo  Interest  payment  while  In  school  and  either  market  rate  or  7%,  depending 
on  Income  after  leaving  school.  Federal  government  pays  7%  while  student  is  In 
school. 

6.  Students*  principal  repayment  and  Interest  would  be  contingent  on  actual 
eanilngs  after  leaving  school  (low  Incomesslow  repayments  higher  Incoiness 
higher  repayment.) 

7.  Present  loan  limits  are  $2,300  \m  year,  nuixlnaun  $10,000,  repayment  in 
10  years,  WOHEP  -A'ould  exceed  these  loan  limits  and  give  up  to  25  years  for 
repayment. 

8.  The  i)resent  private  loan  program  could  continue  with  WtiHHP  repaying  the 
loan  wlthlti  10  years,  but  allowing  the  student  25  years. 

Ncyattve 

(Features) 

1.  While  It's  true  that  the  WGMEP  plan  would  not  foster  a  tuition  Increase, 
this  Is  not  to  Kay  one  wouldn't  occur. 

2.  Parents*  would  no  longer  be  able  to  claim  students  over  18  as  diKluetlons 
even  though  they  may  still  pay  expenses  at  least  In  part 

3.  Since  repayment  schedule  Is  base<l  only  on  Income,  conceivably  many  stu- 
dents would  repay  little  or  nothing. 

4.  Where  do  funds  for  State  Interest  subsidy  come  from  V 

5.  Plan  presumes  continuation  of  present  Federal  aid  structure  even  though 
this  has  considerably  decreased  In  recent  past. 

6.  a?he  plan  may  encourage  the  Incurring  of  debts  without  obligation  to  repay. 

(Outline) 

1  With  the  plan  hotli  tuition  and  living  cost^  cotild  continue  to  skyrocket 
2.  What  will  costs  be  for  extending  repayment  schedule  from  present  10  years 
to  25  years? 

8i  how  much  additional  cost  would  there  be  In  guaranteeing  loans  and  making 
good  on  those  defaulted? 

4.  How  much  additional  will  It  cost  the  State  to  keep  up  interest  payments  both 
while  student  Is  In  school  and  for  up  to  25  years  thereafter? 

5.  Students*  could  conceivably  receive  a  free  ride  to  4  years  college  while  other 
students  and  taxpayers  made-up  the  difference  and  Interest. 

a  WGHEP  could  conceivably  loan  $10,000  or  more  a  year  plus  Interest. 

7.  There  would  be  Increased  debt  to  taxpayers  for  payments  during  10  years 
plus  spreading  repayment  over  additional  15  years. 

8.  All  existing  State  grants  and  scholarships  would  be  phased  out 

9.  Funds  for  financing  programs  would  not  come  from  dPR  but  possibly  from 
State  Iteturenient  Funds. 

10.  The  program  while  concelvaidy  helping  the  student  meet  his  present  needs, 
seems  to  encourage  him  to  assume  a  debt  of  considerable  magnitude  which  he 
would  carry  and  be  forced  to  meet  for  up  to  25  years.  The  eflPect  this  debt  would 
have  on  additional  borrowing  (car,  business,  home  loans,  etc.)  seems  not  to  have 
been  considered. 

WISCONSIN  iiioiifcru  ftoucATioN  orrottTtiNin*  ruN 
(Ilansen-Welsbrod  Study) 

1.  Would  replace  present  grants  to  public  InsHtutlons  with  grants  directly  to 
students*  Thls^  Would  a)  offset  the  limited  financial  resources  of  lower  Income 
students  ami,  b)  allow  them  to  use  the  money  to  enroll  in  either  public  or  prl* 
Vttte  schools. 
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2.  About  35%  of  the  famines  would  gain  under  their  proposal}  20%  would 

^'t'TdStlo^^^  proposal,  say  the  autlior^.  would  save  the  State  $28-$32 
million  dollars.  This  might  be  used  to  1)  lower  taxes ;  2)  provide  a  funding  source 
for  other  programs;  3)  provide  additional  grants. 

1.  Tills  would  nuUve  all  students  imy  the  full  cost  of  their  education,  costs 
which  niav  be  expected  to  keep  rlslngi  '  , 

*>  The  'proposal  admittedly  discriminates  against  middle  and  wpm  income 
students,  even  though  they  pay  taxes  too.  The  program  would,  therefore,  cmi- 
stltutc  a  form  similar  to  double  taxation.  ^  ^  ^      ^        .  . 

3.  Based  on  their  own  figures,  45%  of  the  population  wo;  Id  haye  to  pay  (at 
present)  between  $50a-$050  additional  per  year  to  educate  their  children. 

4.  The  premise  upon  which  their  proposal  is  based  is  the  assumption  that  the 
primary  beneficiary  of  college  education  Is  not  society,  but  the  individual. 

8.  Admittedly,  this  program  would  put  public  and  private  institutions  into 
competition  with  each  other  for  students'  dollars. 

THACK,IBY  PAPER  . 

1.  Thttckrev  believes  we  need  to  move  rapidly  to  lower  Instructional  charges 
for  undergraduate  education,  (both  tuition  costs  and  that  of  construction  and 
maintenance  of  facilities  for  Instruction.)  ^  v    , ,  . 

2.  He  believes  special  aid  to  the  economically  disadvantaged  should  be  con- 
tinued. (Grants,  scholarships,  low-Interest  loans,  employment  opportunities.) 

He  answers  three  major  objections  to  these  plans : 

1.  Tlie  "Afford  to  Pay*'  argument  j 

2.  The  "Free  Market**  argument ; 

3.  The  "Fair  Competition"  argument. 

THBi  BBOOKINQS  iNStlWrioN  StUDY 

This  is  a  summary  of  a  stitdy  which  looked  at  the  1974  Federal  Budget.  It  sees 
three  possible  ways  of  budget  reform  i 

1.  Cut  domestic  spending. 

2.  Cut  defense  spending. 

3.  Tax  reform.  * 

Only  the  first  seems  likely.  *  ,    .     t  .^i. .   m   a,  \u 

The  authors  see  the  present  Basic  Grant  system  as  having  bullt-in  funding 
problems  which  gives  less  help  than  It  should.  An  alternative  plan,  similar  to 
Basic  Orant,  Would  stipulate  that  those  students  from  families  with  income- 
under  $11,1(K>  (National  median  luvome)  would  get  assistance}  those  abov< 
would  get  nothing. 

'mB  CARNBOIE  COMMISSION  kBPOlVr 

The  Conmilsslon  proposes  that  the  Federal  Government  enlarge  Its  share  of 
the  Hfwuy  paid  to  higher  education.  It  also  recommends  a  "temporary**  reduction 
of  the  comparative  charge  of  money  from  private  Individuals  relative  to  that 
from  public  fttndlng  be  mulertaken  to  make  posnlble  more  attendance  by  students 
from  lower  Income  families.  '        ^      ^    ^     ,  , 

The  report  recommends  untied  aid  by.  local  governments  to  private  schools 
as  means  of  decreasing  the  gap  between  public  and  private  schools.  It  suggests 
sharing  the  total  costs  to  governments  for  higher  education  S(^-BO  between  Fed- 
era)  and  State.  (At  present,  State 57.6— Federal  42.S) 

Taev  favor  more  direct  aid  to  students  rather  than  to  Institutions  with  lower 
income  students  the  chief  beneficiaries.  Tuition  costs  should  vary  ,wlth  levels- 
lower  for  Freshman-Sophomore;  higher  for  Junior-Senior  and  Graduate. 

They  also  recommend  that  pubUe  school  tuition  costo  be  allowed  to  rise  to 
%  that  of  private  schools  (to  narrow  the  social  gap)  imt  not  without  increas- 
ing grants  for  lower  Income  students  to  still  attend. 

The  panel  makes  18siH?clflc  recommendations  (see  Report  pp.  4-5). 
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out  that  the  Commission's  recommendation  of  higher  tuition  for 
miaale  income  families  would  not  guarantee  more  access  to  lower  income  stu* 
ctenvs  and  would,  in  fact,  probably  force  more  students  into  debt,  if  not  denying 
them  ai^  education* 

K  SOURCES  OF  mSENT  FUNDING 
APPENDIX  n 
UNIVERSITY  OF  WISCONSIN  SYSTEM,  1973-74 


iiu       »     4  University    ^  Unlversliy 

svslem  Percent 

 ■           «niount    of  total  amount    of  total  amount  of  total 

I*  Government  funds: 

SrF^dMSrfc^^  ^"^'^^'^22         57  $283,777,905  50 

8f»nts..                   h  677, 959          7  13,166, 494          7  94, 673,  m  11 

A  ^tii       Subtotal.**..                14,460,254         62  127,011.016         64  378  451  SOS  ^ 

1:  St!lte«^^^^                          601594               *'''619;318   iSSmImI  1 

'     (a)  Academic  tuition                3,963,662         17  33,018,512         17  71.560.600  12 

4.  Operational  and  auxiliary              t5,00i:836         21  I38:440;403         19  1102, 253!  590  \l 

Qf^n**  total                         23,486,346        100  199,089,358     '   100  668,590.517  100 


1  Segregated  fee  Income  included. 

Source:  "University  of  Wisconsin  System  1973<*74  Budget." 


APPENDIX  III 
l*0TJ3N'nAL  SoUnCES  Oh'  FUTUKE  FUNDING 

A.  Use  present  sources, 

B.  Increase  level  of  state  funding. 

1,  Attempt  to  Increase,  though  Increased  public  relations  efforts,  the  public 
support  for  increased  state  funds  in  higher  education.  Such  funds  could  be  put 
ittto  decreasing  tuition,  increasing  work  i^tlidy  programs,  and  grants. 

2.  The  university  and  the  state  have  endorsed  tlie  "Wisconsin  Idea"  in  principle. 
In  order  to  achieve  full  implementation  of  this  principle,  it  will  be  necessary 
that  the  state  provide  funds  in  addition  to  those  funds  required  for  local  pro- 
grams now  in  existence, 

C.  Changes  in  the  tax  structure. 

1.  Through  tax  legislation,  expand  Incentives  for  individuals,  businesses,  and 
others  to  donate  funds  to  universities. 

2.  Attempt  to  alt*>r  tho  present  income  tax  law&  to  allow  a  percentage  of  any 
donations  to  a  state  f  undt  \  agency  to  be  used  as  a  tax  cradit. 

8.  Attempt  to  alter  the  present  income  tax  laws  so  that  individual  expenditures 
for  educational  expenses  be  excluded  from  taxable  income  (see  app.  IV). 

D.  Increase  the  level  of  private  and  federal  funding. 

1.  Attempt  to  increase  the  amount  of  support  from  individuals,  businesses,  audi 
others  by  actively  seeking  gifts,  bequests,  and  grants  from  such  sources.  Emphasis 
should  be  placed  on  seeking  request:^. 

2.  Increase  efforts,  as  individual  faculty  members  and  as  a  universitv  com- 
munity, to  find  new  and  Innovative  methods  of  teaching  courses  withlii  given 
disciplines  so  that  additional  private  or  federal  funds  might  become  available* 

3.  Expand  efforts  to  receive  private  ana  federal  funding  for  departmental 
research. 

E.  Increase  efficiency  of  use  of  present  sources. 

1.  Dtirlng  periods  when  university  facilities  are  not  being  used  to  capacity* 
attempt  to  encourage  use  of  these  facilities  through  cooperative  efforts  with  the 
community.  This  could  include  institutes,  workshops,  and  conventions. 

2.  Increase  efforts^  as  individual  faculty  members  and  as  a  university  com- 
munity, to  find  new  and  Innovative  methods  of  teaching,  management  of  teach- 
ing*  and  university  management  with  the  itttent  of  improving  efficiency  without 
losing  effectiveness. 


Ill 

Appkndxx  IV 

i^JCOMB  TAX  DEUUCnONS  FOU  FINANCING  HIGHER  KUUCAtlON 

.Recent  lowering  of  the  age  of  majority  iu  various  states  has  provided  for  inde- 
pendence at  age  18.  These  changes  luive  cast  in  linibo  tlie  legality  of  use  of 
narental  Income  as  a  means  of  defining  needs  of  the  college  student  for  flnancial 
assistance.  This  condition,  together  with  flt^cal  exigencies  of  the  states,  has 
prompted  proposals  for  revision  of  the  method  of  financing  higher  education  to- 
ward having  the  students  bear  the  full  cost  of  their  education  and  finance  it  by 
means  of  loans.  Meanwhile,  the  only  flnancial  incentive  for  parental  support 
of  the  student  is  the  standard  Income  tax  deduction  to  age  24.       ^  ^  ^     .  ... 

I^oans,  while  serving  well  to  provide  for  a  small  portion  of  the  total  cost  of  the 
student's  hlgUer  education.  Involve  an  increase,  in  comparison  with  dli'eet  sup- 
wort,  In  the  cost  of  higher  education  either  for  the  loan  Insurer  or  the  individual. 
The  recently  suggested  long-term  loans  with  duration  of  up  to  25  yearsjentail 
doubling  the  cost  of  higher  education  for  every  eleven  years  of  loan  dumtion  at 
the  current  rate  of  nine  percent  interest.  If  the  loan  is  carried  the  entire  25  years 
without  payment,  the  total  cost  to  the  insurer,  who  may  ultimately  pay  the  cost, 
Is  two-and-one-imlf  times  the  original  cost.  Of  course,  the  taxpayer,  In  the  case 
of  loans  not  paid  by  the  individual,  will  pay  the  cost.  Individuals  who  pay  off  the 
loans  within  ten  years  will  be  paying  as  muclj  as  twice  the  original  cost  of  their 

^If  ^Is*  recognized  that  an  educated  people  Is  a  national  resource,  then  It  is 
clearly  appropriate  that  financing  of  higher  education  is  a  necessary  and  appro- 
priate responsibility  of  government.  In  the  present  technological  age.  maximal 
education  of  the  people  is  a  major  national  resource.  Education  is  a  prime  requi- 
site for  maintenance  and  development  of  technology  as  well  as  for  the  develop- 
ment of  knowledge  and  the  declslon-maklng  Ment,  which  is  necessary  for  direc- 
tion of  technology  to  maximum  benefit  of  the  people  and  the  nation.  This  im- 
portance of  education  in  the  technological  age  is  equivalent  to  the  importance  of 
land  as  a  natural  re^urce  in  the  agricultural  period  and  to  the  iniportance  of 
labor  during  the  rise  of  industry.  ^    ^.  i 

Independent  of  its  economic  values  as  a  national  lesource,  education  Is  a  sig- 
nificant Ingredient  of  the  quality  of  life  of  the  people.  It  ranks  with  health,  the 
organized  church,  and  welfai-e  programs  in  its  Imirortance  as  a  detemlnaiit  of 
the  quality  of  life  of  the  nation.  This  value  of  education  cannot  be  wholly  judged 
in  terms  of  economic  value.  .     .         ^       .   ,  *  «  i.^.* 

Recognition  of  the  resource  and  quality  of  life  values  of  education  obviates 
relevance  of  questions  that  have  been  raised  regarding  who  benefits  from  mgnet? 
education  and  the  attempts  to  decide  the  question  of  who  Should  pay  for  higher 
education  In  accord  with  the  answer  to  the  question  of  who  benefits.  Access  to 
public  health  benefits,  the  tax  advantages  of  the  organteed  church,  the  airports 
and  railroads,  and  public  welfare  are  not  conditioned  on  who  benefits.  Neither  is 
access  to  these  benefits  conditioned  on  who  pays.  Their  access  Is  based  on  need 
and  tlielr  pi'ovltiion  by  government  Is  conditioned  ovL  their  Importance  to  the 
well-being  of  the  people  and  their  commerce,  4„  ^*t^««i 

On  these  grounds.  It  Is  proposed  that  individual  expenditures  for  ed«cAtlonal 
expenses  be  excluded  from  taxable  Income  for  the  purpose  of  determining  the  fed- 
erai  income  tax.  All  direct  educational  expenditures  should  be  acceptable  deduc- 
tions from  taxable  income  according  to  these  specifications!  (1)  Expenditures 
paid  directly  to  the  university  or  college}  (2)  accounted  for  in  an  expenditure 
schedule,  limited  to  the  college  or  university,  formally  announced  cost  schedule} 
(3)  including  allowance  for  necessary  tmvel  to  and  from  homej  (4)  available 
irrespective  ol  age  of  the  recipient  of  the  benefits  of  the  expenditure!  and  (5) 
available  to  whoever  makes  the  payment,  the  student  for  himself,  parent,  relative, 
or  other  benefactor.  ^ .   ^   ^  ^  -  ^  ^ 

The  kev  advantage  of  such  a  tax  policy  would  be  to  define  conditions  of  pat- 
entat  suppoiifc  independently  of  the  age  of  majority,  yet  it  would  remain  volun- 
tary on  the  part  of  both  parent  and  the  student,  Also,  the  incentive  for  parents  to 
provifle  such  support  would  Increase  with  income,  due  to  the  progressive  feature 
r^f  income  tax  fates.  This  would  not  be  true  of  the  free  federal  400.  unless  the 
looi)holes.  of  which  they  take  advantage,  are  endowed  by  additional  legislation. 


O  '3  J  -x 


ERIC 


112 

The  major  group  whieli  would  benefit  from  these  deductions  Is  the  middle  income 
group*  It  would  constitute  some  relief  for  them  from  the  umjor  tax  burden  they 
currently  carry  and  at  the  same  time,  make  It  possible  for  those  middle  Income 
parents  who  wish  to  do  so  to  provide  for  education  of  their  youngsters.  Finally, 
the  proposed  tax  benefits  would  be  equal  for  both  private  and  public  Institutions 
and  it  would  eliminate  the  somewhat  dubious  distinctions  between  the  contribu- 
tions and  payment  of  expenses  by  imrents  to  private  Institutions* 

Students  who  do  not  enjoy  the  support  of  parents  or  benefactors  should  be  pro* 
ylded  grants  to  cover  the  educational  expenses  in  order  that  opportunities  for 
higher  education  would  be  available  to  all  regardless  of  the  availability  of  per^ 
sonal  resources.  It  should  be  recognized  that  a  considerable  contribution  of  stu- 
dents would  still  be  made  through  income  foregone  during  the  period  of  the  higher 
educational  career. 

Appendix  V 

PUOPOSED  WISCONSIN  HIOHEU  EDUCATION  PLAN 

Developed  as  a  less  pxi>ensive  yet  more  comprehensive  alternative  to  the  pro- 
posed HEAB  State  Guaranteed  Education  Plan,  the  proposed  Wisconsin  Hl^er 
Mttcatlon  Plan  (WHEP)  Is  designed  to  provide  equal  access  for  Wisconsin  citi- 
zens to  a  post*secondary  education.  WHEP  nmxlmlzes  financial  opportunities 
which  currently  exist  by  neatly  complementing  available  federal  resources  with  a 
mlninmm  contribution  from  the  state. 

The  specific  objectives  of  WHEP  are  fivefold:  (1)  to  provide  dkect  relief  in 
higher  education  costs  to  the  middle  income  taxpayer;  (2)  to  reduce  imtentlal 
student  Indebtedness  through  reduced  costs  (especially  in  the  initial  two  years 
where  high  attrition  prevails) ;  (3)  to  avoid  any  legal  conflict  with  Wisconsin's 
18-y!Bar4>ld  age-of-amjorlty  law;  (4)  to  meet  the  special  needs  of  minority  and 
disadvantaged  students ;  and  (5)  to  provide  for  efllclent  utlllsjatlon  of  tax  dollars, 
cognizant  of  the  increased  competition  for  theSe  limited  resources. 

The  WHEP  calls  for  the  adoption  of  a  comprehensive  four  part  approach  to  aid 
Wisconsin  resident  students  with  the  financing  of  their  post-secondary  education* 
It  is  recommended : 

1.  That  resident  students  at  the  Preshnian  and  Sophomore  levels  not  be  charged 
a  fee  for  support  of  instructional  costs. 

2.  That  a  state  guaranteed  loan  progrdm  :>e  Implemented  to  provide  all  stu- 
dents with  an  assured  market  for  educational  loans.  Loan  notes  would  be  ware- 
housed through  secondary  marketing  to  teduce  the  amount  of  state  resources 
needed  to  capitalize  the  program. 

3.  That  grant  assistance  be  available  to  minority  and  disadvantaged  students 
through  continuance  of  current  state  programs  which  serve  this  purpose. 

4.  That  student  work  assistance  funds  be  made  available  for  student  employ- 
ment  and  funded  at  the  institutional  level  based  upon  a  capitation  formula. 

A  provision  Is  built  Into  the  plan  which  accommodates  the  student  who  previ- 
ously could  not  be  assisted  Am  to  problems  In  demonstrating  financial  Inde- 
pondetice.  Another  feature  provides  relief  beyond  the  usual  ten-year  loan  repay- 
ment imrlod  for  students  experiencing  hardship  circumstances.  Multiple  borrowhtg 
is  prohibited  by  insuring  that  no  student  be  subject  to  more  than  the  minimum 
repayment  of  the  combined  out'standlng  principal. 

The  total  cost  of  the  plan  over  a  seven  year  period  of  $520,008,187.  This  figure 
is  relatively  small  when  compared  with  the  cost  estimates  of  $2,2f>7,084,023 
whh'h  are  projected  for  the  HEAB  Wisconsin  Guaranteed  Higher  Education 
Plan.  Adoption  of  the  WHEP  proposed  herein  would  represent  a  cost  saving 
alternative  for  the  state  of  over  $1.7  billion  while  reducing  potential  student 
indebtedness  by  close  to  $300  million. 

Wltli  respect  to  its  origin,  a  special  significance  is  attached  to  this  proposed 
WHEP  plan  as  it  was  inspired  by  the  HEAB  proposal  and  became  a  joint  effort 
by  students*  faculty,  and  tidminlstrators. 

If  initial  reactions  are  a  prelude  to  Its  overall  acceptance,  it  may  be  worthy 
of  implementation. 
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pKopo^BD  ^v^«ooNSIN  higher  eduoatiow  vhKn  (whbp) 

This  proposed  Wisconsin  Higher  Education  Plan  is  a  student  i>ost-secoudary 
financial  aid  plan  that  embodies  the  principle  that  all  state  cltl55ons,  rejjardless 
of  the  individuaVs  financial  position,  will  have  an  opportunity  to  a  post-secondary 
education.  This  comprehensive  financial  plan  is  designed  to  complement  federal 
resources  with  state  resources  in  ah  approach  to  maximize  fitmncial  opportunities 
to  students  with  a  minimum  state  contribution. 

Specific  objectives  of  (WHEP)  are : 

1.  To  give  direc):  relief  to  the  middle  class  taxpayer  ^vho  is  being  overtaxed 
a  nd  unable  to  meet  the  cost  of  higher  education. 

2.  To  reduce  potential  student  Indebtedness  througli  reduced  student  costs. 

3.  To  reduce  liidebtedness  to  the  freshmen  and  sophomore  students  who  are 
more  vulnerable  to  failure  in  pursuit  of  post-secondary  edu^^ation  programs. 

4.  To  avoid  conflict  with  tlie  legal  tmplteattons  of  the  state'i  18\Vear*old  age-of- 
majority. 

5.  To  be  realistic  to  the  fact  of  iticreased  competition  for  state  tax  dollars  for 
diverse  needs. 

6.  To  meet  the  special  needs  of  minority  and  disadvantaged  students* 

WIBCX>N8XN  HlOHBft  EDUCATION  VUKV 

It  is  proposed  that  the  state  concentrate  Its  commitment  to  student  financial 
aid  through  four  programs  t 
1  Free  Tuition  for  freshmen  and  Sophomores; 
2.  Quaranteed  State  Loans ; 
it.  Grants  to  Minority  and  Disadvantaged ;  and 
4.  Student  Work-Study  Aid. 

PRKK  J*Kt5/WmON  rOR  J'HESHMiSN  AND  SOPHOMOBfiS 

Earnest  L.  Boyer,  Commissioner  on  the  National  Commission  on  Financing 
Post-Secoudary  Education,  a  1.5  mlllton  dollar  national  »tudy  completed  Decem- 
ber 1978,  said,  .  .  State  and  local  support  should  be  suflldent  to  make  It  pos- 
sible for  public  institutions  to  provide  two  years  of  post-secondary  education  to 
allqualifledfitudentsat  no  cost  to  the  student  *  . 

Though  the  fee  eftftrge  to  sttidents  attending  the  WSU  System  campuses  repre- 
sents only  about  28%  of  the  students*  total  educational  costs,  evidence  suggests 
(the  UW  Center  System  Schools  experiment  of  reduced  fee  charge)  that  reduced 
fees  literally  opens  the  doors  of  an  educational  oportunity  to  many  students  who 
woitld  not  have  attended  had  there  been  a  full  fee  charge.  Further,  the  virtual 
elimination  of  students*  fee  charges  for  instructional  cost  would  i>e  consistent 
Witli  current  practices  of  the  Vocational,  Techni<»al,  and  Adult  Education  System* 
With  adoptions  of  this  policy,  prospective  students  could  select  public  institutions 
of  higher  education  based  upon  their  freedom  of  choice  rather  than  differing  cost 
factors.  , 

Currently,  the  ihiddle^ucome  taxpayer  Is  for  the  most  part  paying  a  dlspro- 
portional  share  for  government  programs,  but  is  seldom  eligible  as  a  benefactor. 
The  abolition  of  student  fee  charges  Would  give  direct  relief  to  the  middle-income 
taxpaver  whose  det>e«dent  is  enrolled  in  post-secondary  education.  Accordingly, 
that  family's  contribution  to  the  cost  of  higher  education  would  be  reduced  equal 
Itt  an  amount  to  the  abolished  fee  amount  charge.  Similarly,  the  student  Who 
must  borrow  would  haVe  reduced  potential  Indebtedness. 

TUB  C'OtiOWlNO  SCHKDUlitJS  IDEN'TlPy  tME  COST  J*Oft  KtlMlKAllNO  fKfi  CMAOftES  TO 
SrUDfiNtS  PER  CtASSirtCAtlON  AN!)  OKoUl*  CtmWM 

Terms  I  The  classlflcation  refers  to  tlie  student*s  class,  e.g.,  Fmhmih  ^opho^ 
more,  Junior,  Seniot'^anAaradiiat^*         ^  ,    ^  ^  , 

The  (Jroup  Cluster  refers  to  the  three  clusters  j  (1)  Center  System,  (2)  tJnl* 
verstty  Campuses,  (3)  Doctoral  Campuses.  The  tJW*System  refers  to  all  three 
clusters 

Costs  are  estimated  costs  based  upon  enrolled  resident  students  for  the  1978-74 
year:  (All  cost  estimates  are  increased  by  8%  per  annum  per  cost  inflation  esti- 
mated. See  Appendix  A,  Table  2. ) 
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1.  Freshman— Unlvovalty  campuses  and  center  system  j 

First  year  of  blennlum.*,-.*-,.  -  $8, 802, 766 

Second  year  ot  biennlum^^«,,..^^«.«-^««--«-.-«--.....^.^-.-—  9, 306, 987 

Total  biennial  cost-«  .  18, 309, 758 

2.  Freshman— UW-s>'stem : 

First  year  of  bienninm^^-.*-^  ^  .  18, 176, 000 

Second  year  of  biennium-^«-.^^-^-».««-.«.-„  ^   14, 230, 080 

Total  biennial  cost^.. — .  ^  ^«  27,406,080 

3.  Freshman  and  sophomore— University  campuses  and  center  system  i 

First  year  of  biennium  8, 802, 766 

Second  year  of  bieunium*    14, 455, 429 

Total  biennial  cost   23,258,193 

4.  Freshman  and  Sophomore— *UW-system : 

First  year  of  biennlum   13, 176, 000 

Second  year  of  blennium.*.  ^^^^         23, 524, 000 

Total  biennial  cost  -  ^^u^^^^^^   36,700,000 

♦Second  year  of  biennlum  requirea  funding  for  both  freshman  and  sophomore  levels. 
I'hts  is  when  the  program  becomes  f uHy  funded* 

MXNOnX'PY  AND  DXSAnVANTAC&D  STODm  Ail) 

It  is  recognised  that  grant  assistance  is  needed  to  assure  a  special  opportunity 
for  minority  and  disadvantaged  type  students.  Tbe  Wisconsin  Talent  Incentive 
Grant  Program  and  the  Native  American  Grant  Programs  can  be  funded  on  an 
equal  matching  basis  by  the  federal  government  through  State  Incentive  Grants 
and  Bureau  of  Indian  Affairs  Grants.  The  fiscal  Impact  upon  the  state  to  con* 
tinue  these  programs  Is  very  minimal,  and  these  are  worthy  student  aid  pro<* 
grams.  Accordingly,  it  Is  recommended  that  these  programs  continue. 

STODBNT  WOBK-STODY  AID 

Studies  have  Indicated  that  many  students  though  qualified  to  work  are  unable 
to  obtain  part'-time  employment  Perhaps  the  greatest  detriments  to  student 
employment  Is  students*  commitment  to  an  academic  time  schedule  and  lack  of 
mobility. 

The  state  could  provide  an  optional  student  work  plan  to  Include  one  or  a 
combination  of  the  following  { 

1.  Increasing  the  state's  matching  share  to  the  existing  federal  Work-Study 
Program. 

^  2.  Fund  the  institutions  with  work  assistance  f undd  ba^ed  upon  some  enultable 
formula  with  or  without  need  as  a  criterion. 

8.  Develop  a  state  student  work-study  program  with  or  without  need  as  a 
criterion. 

Perhaps  Items  1  or  2  would  seem  most  logical  a»  it  would  not  create  a  need 
for  an  additional  bureaucracy  requiring  adcMtional  reporting  systems. 

"pnn  tiOAN  t»noofiAM 

State  legislation  could  provide  for  the  creation  of  the  state  as  a  lender  under 
the  federal  Guaranteed  Student  Loan  Program.  The  state  wonld  assume  similar 
lending  authority  and  benefits  as  any  other  <»ommer<5tal  lending  Institution  that 
currently  participates  as  a  lender  under  the  federal  Guaranteed  Student  liOan 
Program, 

tOAN  i^nootftAM  (tfistinfiift's  i»aovi^xoNs) 

1.  The  program  already  exists  under  federal  law  with  funding  available  to 
participants. 

2.  The  state  would  be  required  to  capitalize  the  loan  »t*ogrftm.  (e.g.,  from  the 
Stttte  Investment  Board,  bonding,  etc.) 
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8,  Secondary  marketing  o«  loan  notes,  l.e.,  the  authority  o«  the  state  to  ware* 
housrstuSnoan  notes  to  "SaUle  Mae,"  a  profit  corporation  that  provides  cash 
for  loan  notes,  opto  80%  of  the  face  value  would;  . 

(rMakravallable  a  source  for  recapitalizing  the  loan  Pfog«a»n  wUhout 
significantly  reducing  the  corpus  of  the  loan  account.  OJbus  more  dollars  would 
be  avallaWe  for  more  students  „„«t4.«n»fl  «i.ni«.nm 

Ih)  Beduce  the  amount  of  state  resources  needed  to  capitalize  the  PrPgram. 

4.  The  principal  amount  lent  to  students  wo«^  be  guaranteed  repaid  to 
lendeV  by  the  federal  government.  Insurance  is  putchased  by  the  student  and 
mSnted  from  the  borrowed  amount.  The  sa&^^^t^  J^Jl^i^^ZS'fJ^ 
lender  of  reclalmin^^the  principal  amount  borrowed  In  cases  of  default,  aeam, 

.  ***'5?The*federal 'government  would  pay  to  the  lender  Interest  on  behalf  of^the 
student  while  the  student  was  enrolled  witii  a  "e^t  work  load  of  one-haW 
time  or  greater.  Interest  subsidy  would  continue  up  to  9  months  after  gradua« 
or  departare  from  the  Institution.  After  the  frmonth  grace  period, ^e 
Student  would  repay  the  loan  amount  so  that  the  debt  ^.^^^l^e  repa  d  wlthm 
ten  years  and  nine  months.  The  rate  of  Interest  paid  by  the  student  during  the 
repayment  period,  would  be  fixed  at  7%  per  annum.  The  lender  would  receive 
the  fair  market  value  of  Interest,  in  this  case  the  state,  for  guaranteed  loans. 
Currentty,  the  federal  government  is  paying  about  9%  to  lenders  wWle  the 
student  Is  In  school  and  about  2^o  to  the  lender  during  the  student's  repayment 
period.  . 

THB  lOAN  PBOOBAM  (BORaOWBBS*  PBOVXSXONS) 

li  The  maximum  loan  amount  Is  the  lesser  amount  of  $2.B0O  per  year  or  the 
cost  of  attending  the  school  less  other  financial  aid  awarded.  The  maximum  ac- 
tirlted  indebtedness  cannot  exceed  $10,000. 

2.  A- student  would  be  eligible  to  receive  a  loan  amount  PJ^^'W  ^^e^S"* 
was  enrolled  for  a  minimum  credit  hour, Work  load  of  one.half  time.  Currently, 
students  who  attend  <H)st«sec6ndary  public,  private,  and  preparatory  schools  are 

*"CeVSOT  clalS^^^^^  eligibility  per  p$ce  of  Education  crUerla  are  t 
(a)  The  Bmanolpated  St«tfcn<.— Students  whose  parents  do  not  claim  the 
student  as  a  tax  exemption,  contribute  to  their  financial  support,  f  l>l;<>tf1f„*ir 
ing  quarters  at  the  parents*  residence  are  emancipated  students.  In  such  eases, 
the  students  would  be  eUglble  to  borrow  up  to  the  maximum  loan  amount.  The 
student  would  also  be  eligible  for  Interest  subsidy  If  the  student  could  J 

1.  Establish  need  based  upon  a  "needs  testt"  or  «tt,„finn 

2.  Declare  the  following  Statement,  "I  cannot  meet  the  expected  contribution 

^"*^)^}hrSepeMmt  mudmt'^tMAmtM  whose  parents  either  claimed  the  stu* 
dent  as  a  tax  dependent,  provided  $600  in  support  to  the  student  or  provided  Uv. 
ing  <iuarters  at  tiie  parents'  residence  are  termed  dependent  studente  Jn  such 
cases,  the  parents  will  be  required  to  complete  a  ''»ee^8  te8t»  form  that  wm 
tlfy  the  amount  of  funds  the  pareifts  should  contribute  to  their  dependent  stu- 

^®Ifth?ban  amount  requested  is  a  sum  not^greater  ttian  the  •'etweett 
the  cost  to  attend  the  school  and  what  the  family  should  contribute,  (ef  loa^ 
request  was  $800,  the  school  cost  was  $2,000,  the  family  contribution  was  $1,500), 
such  loan  requests  would  be  granted.   '       .  , 

If  the  student  Is  denied  a  loan  amount  for  failure  to  meet  the  parents'  financial 
"needs  test,"  the  Office  of  Education  has  incorporated  ^  ^e  i«re  pro^^^^^^^^ 
parents  merely  Indicate  that  ^ey  cannot  meet  the  WcteJ  «2Mffiw2  « 
their  income,  ^poti  receipt  of  this  statemer,!;,  the  student  becomes  ell«  *<>r  a 
Smum  loan  amount.  In  effect  this  provision  lends  de  facto  emancipation  be. 
tween  student  and  parent  for  the  purpose  of  a  etttt*anieed  ban.  * 

The  student  would  also  be  eligible  for  Ihterest  subsidy  if  the  paren^^^^ 
income  were  $16,000  or  less.  For  a  family  of  four  (two  chlldifen)  the  parents'  tax* 
able  income  could  be  no  greater  than  about  $20,000.      ,     ...        ^  4.^ 

T  StSnts  aw  required  to  purchase  insurance  on  the  principal  amount  bor. 
roM.ThSs5rattce  premium  is  about  one-half  of  if  per  annum  and  is  deduc  ed 
frShe  loan  amount.  The  insurance  insures  the  prinelpal  amount  loaned  to  the 
lender  In  cases  of  default,  death,  or  permanent  dlaabiHt.v. 


lie 


OmONAI.  PttOVtSlONS  TO  LOAN  l»UO0BAM 


1.  At  the  (Usei'ntiDn  of  tlu»  state,  i)n.viiK'i>t  could  be  deferred  to  iKkrrowm  whmo 
flnaijciol  position  would  wnri'ant  n  Imrdship  deferment  of  tm  to  three  years,  Sucli 
»  provision  would  require  tlie  state  to  pay  interest  amounts  to  the  borrower's 
account  during  fluRnolal  exigence.  When  reasonable,  the  borower  would  begin  to 
f®^*?J"S,P""5*P'  tt"??""*^  nnd  interest  per  nornml  repa.vment  schedule  without 
penally.  The  state  could  always  recover  the  principal  amount  at  anytime  through 
the  option  of  the  guaranteed  provision, 

2.  Tlie  state  could  serve  as  an  agent  of  record  to  students  who  were  multiple 
guaranteed  student  loan  borrowers.  This  could  be  Implenjented  by  either ! 

(0)  The  state  could  encourage  commercial  lenders,  preferably  the  lender  who 

i«!i«Ji'«  f!"*.*^*.  "  ^t'"'^.".!'  Pn'-d'ase  all  other  osr.  loan  notes  an 
Indlvldtwi  student  might  have  in  obligation. 

(ft)  The  state  could  purchase  the  notes  when  the  student  Ims  been  obligated 
to  more  than  one  GSIi  borrower.  Accordingly,  the  state  would  tlien  consolidate 
Vr®^i'5?"  •*  f^^^^^  lender's  note  and  warehouse  the  notes  to  "Sallle 

Mae,"  the  secondary  market  for  recapitaliaation. 

3.  As  a  aSL  lender,  the  state  should  prohibit  future  GSIi  nuiltiple  borrowings 
l»y  making  available  loans  to  students  whose  previous  lender  denied  an  eligible 

"'""l^  purchase  the  outstanding  notes  and 
consolidate  the  notes  under  the  state  guaranteed  loan  program. 

CONCERNS 

The  structure  for  the  state  to  become  n  Guaranteed  Student  Loan  lender  already 
exists.  However,  the  following  cautions  must  be  considered  i  ' 

1.  The  possibility  that  the  federal  goverimient  might  abandon  the  GSL  program 
or  signifleantly  modify  the  program  by  eliminating  the  financial  incentives  for 
the  state  to  become  a  letider ; 

2.  The  availnbimy  of  "Sallle  Mae,"  the  secondary  nmrftot  warehouse  for  loan 
notes,  to  meet  the  lender's  demand  for  dollars  recapitalizing  the  lender's  accmint  j 

3.  Negotiation  with  the  Office  of  Education  to  permit  the  state  to  consolidate 
outstanding  mtdtlple  loan  obligations !  and 

4.  The  restriction  of  a  maximum  loan  aniotuit  of  .$2,500  per  year  to  an  accriied 
amount  of  $10,000  might  be  an  insufficient  amount  to  meet  some  student's  flnandal 

SECOMMtSN»ATXONS 

-  ^'J^ii^'f  of  )yi8consin  adopt  a  pluralistic  "Quadpartito"  approach  to  aid 
resident  students  with  fltwnelng  their  poatspcomlary  education  to  Include! 

1.  That  resident  students  not  be  charged  a  fee  for  supiwrt  of  instructional  costs 
at  the  Freshman  anc  Sophomore  levels  (currently,  this  charge  Is  about  23%  of 
the  total  educational  support  charge). 

2.  That  a  state  guaranteed  loan  program  he  Implemented  to  pro  'Ide  all  students 
''^'^iKS'^  assured  market  to  borrow  money  for  educational  esp  -tiscs. 

8.  That,  grant  assistance  be  available  to  minority  and  dlsadwintaged  students. 
4.  That  student  work-study  asslstatjce  be  made  available  for  student  employ, 
ment  and  funded  at  the  Instittjtlonul  level  based  upotj  a  capitation  fornutla. 

In  summary,  the  proposed  Wisconsin  Higher  Education  t»lnn  would  be  supple, 
mentary  and  complementary  to  fe<lpral  aid  made  available  to  students  via  the 
institutions.  Currently,  federal  assistance  to  state  students  in  the  form  of  work* 
study,  loans,  and  grants  Is  about  «4S  million  i>er  atmum. 

f  urther,  the  program  would  eliminate  fee  charges  to  Freshmen  and  Sophomore 
students,  provide  a  readily  available  loan  program  fof  all  students,  special, grant 

'"F  ^^WP.  students,  and  a  student  work-study  program. 
i-iiP'^  "Qtiadpartite"  design  should  enable  all  state  cltlJien«  an  opportunUr  to  a 
higher  education  without  unrealistic  Indebtedness  or  extreme  financial  eacrlflce. 

Finally,  the  designed  plan  Is  estimated  to  cost  the  state  about  $187,820,886  less, 
over  thp  same  fteven-year  period,  than  the  proposed  WlsconsW  Guaranteed  Higher 
Education  Plan  favored  by  the  Migh<tr  Educational  Aids  Board  Staff.* 

>  dee  at>p.  C. 
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SevkN'Ybak  Cost  oi>'  thk  Wisconsin.  Hiqhub  EowATioNAt  Pun 

The  comparuttve  costs  are  estimated  upon  current  federal  law  and  the  extent 
the  federal  law  will  penult  a  shared  roll.  Modlflcttttons  to  approximate  estimated 
cost  would  require  amemlmeuts  to  existing  federal  laws, 

APPENDIX  A 

TABLE  l,--ESTIMATED  COST  OF  WHEP  PROPOSED  WAN  PROGRAM 
Bonding,  etc., 

Year  Sule^QPR       State QPR  Identification 

1974-  75   $20,000,000  JO  Estimated  principal  Joan  jmnunt  needed. 

97t76  Vooo  000  0  All  Interest  would  be  oald  by  the  Federal 

io7W7      !  !    30  000  000  0  Qovernment  while  studenUltended  school, 

iwWB  *  111!  I......  45  000  000.  0  thereafter  student  Payslnterest 

9i-9  :  :          ii*^3B  8 

1979-  80   29'SS2'S22  8 

1980-  81   25,000,000  0 

Subtotal...*   210,000,000   ^0 

~  lardshlf 

Other  than  interest 

State  OPR  StateQPR 

1974,75  ,                        10  ""^  $72,000  Interest  foralveu  for  hardship.  Estimated  4 

1975-  76        /..II. 4                        0  90,000  percent  of  interest  cost  as  reserve  for 

197M7  .         .  .1 ...  ....             0  W8,000  hardship  cases.  The  hardship  Interest 

ffirji I  !  ;  .11                     0  162,000  forgiveness  is  an  optional  Provison  and 

197M9";    II   II  I  ....               0  162  000  not  essential  to  the  proposed  State  guar* 

1975^"I  I   r  .1  0  162,000  anteed  loan  program. 

imiiiiiiiiii.:iii:::iii.i.-i_^  ;  _ 2.  i^iH. 

Subtotal.  * . . .  0  ^  918,000 

Estimated  total  loan  program  cost..*    2To,  000, 000        918, 000 

*^Note:Of  tlie  total  loan  program  cost  of  $210,918,000,  only  $418,000  would  be  expended  as  state  general  purpose  revenue, 

TABLE  2.--WHEP  PROPOSED  COST  TO  ABOLISH  FEE  CHARGES  AND  SOPHOMORES  IN  PUBLIC  HIGHER 

EDUCAiluN 

Year  CostOPR 

1674-75    *.    $l3i  176,000  Estimated  cost  of  general  purpose  revenue  to  fund  the 

1975-76  II 1 1  I.    36,700,000    proposed  program-  Increases  cost  at  a  percent  par 

l97fl77lIIIIIIIIIIII   39,636,000    annum  and  assumes  a  constant  enrollment. 

1977-78   1I'I8?'??2 

i97a-79   K'S3M55 

1979-  80   illlli^^A 

1980-  81  * — S3, 924,339 

Estimated  7-year  cost   2821404, 593 


TABLE  3.-*^WHEP  PROPOSED  COST  FOR  MlNOftlTY^OtSADVANTAOED  PROGRAM 
Year  CostQRP 

1974-  75   $1  d85, 000  Estimated  cost  Of  continuing  Native  American,  mlnofltyj 

1975-  76   *   i  786  too    disadvantaged  program*  Cost  estimated  prelected 

l576l77  *.      1,893,266    to  inorease  6  percent  per  annum. 

1977-  78......**  2,006,861 

1978-  79  .    2  127  272 

WlII.I   2.254,|68 

1970-81   *  *   2,390,202 

Estimated  7*yeaf  cost   14,14M09 
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TABU  PflOPOSW  WORK-STUOY  PROGRAM  FOR  STUOENTS 


Year  CostOPR 


jgZHI  -   *  •JSS'SSS  Estimated  cost  for  a  minimal  wofk«study  und  for 

Jt'H?  •   }»5S9»985    s  wants. 

1976-  77   I,685i400 

1977-  78  -   I  786  524 

IM  ,v--.^-.--—       1  893  715 

1979^   2,010  338 

1980-81   2,13Q!958 

estimated  7*year  cost   12, 596, 935 


APPENOIX  B 

TABLE  L-ESTIMATEO  INTEREST  COST  FOR  THE  HIGHER  EOUCATlONAt  AIDS  60AR0  PROPOSED  LOAN  PROGRAM  t 


Other  than 

Ve^y                    :  ^  State  GPR  State  OPR 

Ig^Jii  :  ,   $131,200,000  $1,180,800 

ji?Hf   163  200  000  2  649  600 

IM •   203,500  000  4  481  100 

  245,800,000  6  693  300 

WJtLh '   293,100  000  9  331  200 

jgM  •■   343,200,000  12  420  000 

1980-81....  ,   439,200,000  lo!  372!  800 

Total  Interest  tost   1,819,200,000  53,128,800 


>  ldentifleatlon--Estimated  cost  of  Interest  from  borrowed  principal  amount  computed  at  9  percent  per  annum. 

TABLE  2.-ESTIMATED  COST  FDR  THE  HIGHER  EDUCATIONAL  AIDS  BOARD  PROPOSED  PRINCIPAL  AND  INTEREST 
FORGIVEN  FOR  OCATH,  DISABILITY,  UNDEREMPLOYED.  AND  UNEMPLOYED  PROGRAM  > 


'              '  *  Otherthan 

"wr  state  GPR  State  GPR 

\llht  — •  -  ...i....;   0  $26,476,160 

}gZf?S  — -   •  0  41  596  220 

}gi2-?g  -  »  *.   0  50,498,660 

}g?8-g  >   0  60  486  240 

  0  71  24  000 

1W0*81   0  91  114  560 


1  Identification-Estimated  tliat  26  percent  of  borrowers  will  be  eligible  for  principal  and/or  interest  banefits. 
Notd.'--The  total  loan  program  combined  costs  of  GPR  and  otiier  costs  is  estimated  to  be  about  $2,2S0M000. 

TABLE  3»-'ESTIMAtED  COST  FOR  THE  HIGHER  EDUCATIONAL  AIDS  BOARD  PROPOSED  ENTITLEMENT  GRANT  TO 
RESIDENT  STUDENTS  ATTENDING  PRIVATE  INSTITUTIONS  OF  HIGHER  EDUCATION  PROGRAM 


Year  GPR 


\ttHl   *^S22'S82  Estimated  current  level  of  funding  and  Increasing  level 

J|j5-76...  ,   5'393'280  ^"""^'"8^*^P«^<i^"*P*'^"""'"» 

i977-y8!!!I!.'!!4!!!I"^i!.'!."!!!.*i!;!!"  5|7i6!877 

!S2HS—*   6,059,840 

197  wo....   6  423  430 

I9S0-81   6  808,836 


Estimated  7*vaar  cosh. .«4  40,290,263 
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APPENDIX  C 

SUMMARY  OF  COMPARED  ESTIMATED  COST  BETWEEN  THE  PROPOSED  WISCONSIN  HIGHER  EDUCATION 
PLAN  TO  THE  PROPOSED  ALTERNATIVE  HEAB  WISCONSIN  GUARANTEED  HIGHER  EDUCATION  PLAN 

Other  than 

Year  and  program    GPR        State  GPR 

^"^W74-75^WSGL  (loans)   «10, 000, 000  $918, 000 

l974-8l-Abolltlon  of  fees  for  f  reshnien,  sophomores,  UW»system  ,   0  282, 4C4, 593 

l974-8l-Mlnority.  disadvantaged  students..*.   0  }HJI'SSi 

W74«8l-Studen(woiMtudy  program   .0  12,596,935 

Estimated  77ear  cost   210. 000. 000      310, 063, 137 

Total  estimated  plan  cost   520^063,137  _ 

^"^^V/Wn^^^^    1,829,200,000  427.594,560 

l974.8l-.Tuitlon  grant  to  students  attending  private  schools   0  40.290,263 

Estimated  7.year  cost  J   1 829, 200,  Mp      467, 884, 023 

Total  estimated  plan  cost   2, 297, 084, 023 


Seotion  It-^-Flmnotal  aid  amrded  and  other  resources.^UBt  only  flimudal 
aid  and  other  resources  that  are  firm  commitments  and  which  apply  to  the 
peiiod  of  the  loan.  Do  not  include  assistance  which  may  have  been  applied  for, 
but  not  yet  approved.  Included  should  be  all  grants*  scholarships,  educational 
loans,  and  school^awarded  Jobs^  including  assistance  under  all  federally  spon< 
sored  programs  of  student  financial  aid.  Do  not  include  resources  that  are  being 
considered  in  the  determination  of  support  from  the  family. 

SeoHon  HI*--8upport  from  famttv^Suhpart  A.— 1?he  same  persons  whose  In- 
come was  utilized  in  the  determination  of  the  Adjusted  Family  Income  must  be 
considered  in  the  determination  of  the  amount  of  family  support  available  to 
help  pay  educational  cost^.  This  information  may  be  obtained  from  Part  A  of 
this  form  as  follows.  If  the  student  answers  *'yes"  to  the  AvHt  question,  he  is 
considered  to  be  a  dependent  student  and  the  income  and  assets  of  the  parents 
are  to  be  considered.  If  he  answers  '*no*',  he  is  an  independent  student  and  the 
income  and  assets  of  the  parents  are  not  taken  into  account.  If  the  student  is 
mai^tied  and  he  answers  "no"  to  the  second  question,  the  income  and  assets  of 
the  i^pouse  are  to  be  considered.  If  the  answer  is  "yes*',  the  spouse's  income  and 
assfjts  are  hot  taken  into  account*  indicate  both  the  amount  of  the  computed 
siipport  from  the  family  and  the  method  of  needs  analysis  used  in  making  this 
determination.  This  amount  should  relate  to  the  period  of  the  loan.  Methods 
approved  by  the  Commissionet  of  Education  for  other  federally  supported  flnan« 
cial  aid  programs  are  acceptable  as  well  as.  the  Alternate  Income  system,  the 
American  College  Testing  Program  system,  the  College  Scholarship  Service 
system,  the  Income  Tax  system  or  any  other  method  if  it  produces  results  which 
arei  on  the  whole>  similar  to  those  which  would  be  produced  under  the  methods 
listed  above.  A  need^  analysis  method  promulgated  by  the  Commissioner  for 
independent  students  (as  defined  above)  may  alternatively  be  used  for  such 
students  as  may  any  other  method  which  produces  results  which  are,  on  the 
whole,  similar  to  those  which  would  be  produced  under  any  method  which  ha# 
been  so  promulgated. 

Section  lII^8upport  from  famttv--*8uhpart  J5.--The  amount  listed  in  Sec* 
tlon  IIIA  more  meaningful  when  audjustments  foi*  the  individual  circum* 
stances  of  the  student  are  considered.  The  Financial  Aid  Officer  is  expected  to 
exercise  his  professional  judgment  in  each  case  and  indicate  in  Section  IIIB 
the  amount  that  can  be  realistically  expected  to  be  contributed  for  educational 
costs  over  the  period  of  the  loan.  £te  should  take  into  account  geographic  dlf* 
ferences  in  cost  of  living^  actual  summer  earnings,  family  circumstances,  aiid 
other  facts  not  always  equitably  treated  in  a  nationwide  standardised  com* 
putation.  Indicate  in  the  space  provided  the  follow  code(s)  for  the  reasons  used 
in  mincing  the  amount  of  the  computed  family  suppoii;;  (1)  Reduction  in  in* 
come,  (2)  death  or  disability  of  wage  eartter«  <d)  loss  of  job>  (4)  unanticipated 
medical  or  other  extraordinary  expenses*  (S)  non4iquid  assets  (^.g.  home 
equity (6)  cAnnot  meet  expected  contribution  from  incdme*  (7)  other.  If  code 
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"(7)  other"  is  u«ed,  briefly  indicate  in  tlie  space  provided  the  basis  for  this 
reason.  If  necessary,  provide  this  Information  on  a  separate  page,  copies  of 
Which  shonld  be  attached  both  to  the  lender  and  guarantor  copy  of  the  forms. 

aeption  IV—Sohool  reoommenaation.-'Eatev  the  amount  in  Section  IV  ac. 
cording  to  the  instruction  stated.  In  other  words  subtract  available  resources 
(Section  II  and  IHB)  from  the  Costs  of  Education  (Section  I).  If  a  negative 
figure  results,  enter  "0".  u«e«ii>e 

Siamture  of  authoritea  school  offloial—'By  signing  this  form,  the  educational 
Institution  Is  certifying  that  the  student  Is  enrolled  and  In  good  standing  or 
has  bee^i  accepted  for  enrollment.  <3ood  standing  Is  determined  by  the  Instltu- 
tlon.  If  the  student  Is  not  In  good  standing,  the  form  should  not  be  completed 
or  signed  by  the  school  official.  *^ 

PARI?  0  CrO  BB  COMPIBTED  BY  THE  lENMNO  INSTITUTION  IP  THE  STUDENT  IS 
APPttINO  FOB  PEDERAI,  INTEBEST  BENEFITS) 

The  lender  must  complete  all  Items  In  Part  0.  Lenders  malslng  federally  lU' 
sured  loans  should  receive  two  copies  of  this  form  from*  the  borrower.  The  lender 
must  retain  the  original  copy.  The  other,  copy  should  be  attached  to  the  yellow 
copy  of  the  OD  1154  and  mailed  to  the  regional  office  of  the  Office  of  Education 
for  the  Insurance  commitment.  Lenders  making  loans  under  State  or  orlvate 
gtwrantee  agem-y  programs  should  follow  p^^ocedures  established  by  the  agencyi 

*»,i"„"iJi*®?L*^®  H^^^'^  ^""'^  amount  the  school  recommends, 

M*''®  lender^  approves  and  («ocordl«g  to  the  standards  set  forth 
above)  whether  or  not  the  loan  quaUfles  for  Federal  Interest  benefits. 

bv  Hm'tohnniTi  SLnnn'tv".*  S*""?***"*?'  than  the  amouttt  recommended 
i»y  the  school  In  Section  IV  of  Part  B,  the  entire  amount  Qualifies  for  Federal 
Intovest  benefits.  If  the  amount  of  the  loan  exceeds  the  school  recommendation, 
the  entire  amount  will  qualify  for  Federal  Interest  benefits  provided "^£3 

bHsls  for  exceeding  the  schoo  's  recommendation 
(and,  If  the  student's  adjusted  family  Income  is  416,000  or  greater,  the  lendep«« 
records  also  Indicate  that  he  has  contacted  the  acS).  hSI^  the  imS 
2^^f«S*J^^*  the  school's  recommendation,  and  the  IwS^has  na  b^sls 

""Ly.  recommend^  by  the  M 

f««5.<?*12"f^  beneflte.  In  such  cases,  indicate  on  ttie  formthe 

Se?esUe5efite  *****  ^^'^  ****  for  the  FSeSl 

a„'d"tStt^^^^^^^ 

SS»«^JstU^^^^^^       ^  coniiletft  WJnTo^^^^ 

««!f£:'5'^'^^'*.*  ^^^1*"**"*^"^'  Mr.  Chairman  and  members  of  the 
JS^*T  P  pleasure  and  I  thank  you  for  the  opportunity  to 
testi^.  I  dehvercd  some  30  copies  of  my  prepared  text  to  the  committee 
sometime  earner  this  morning 

For  the  record  my  name  isllpbert  D.  Sather  and  I  am  on  the  faculty 
and  also  director  of  student  financial  aid  at  the  University  of  Wis- 
consin,  Eau  Claire.  I  am  also  the  principal  author  of  the  proposed 
Wisconsin  l^i^iiei*  educ^^  R  perhaps  can  be  identified  undm' 

tlie  acronym  WHEP.  This  plan  was  devised  as  a  model  for  the  State  of 
Wisconsin,  but  not  necessarily  should  be  restricted  to  the  State  of 
Wisconsin. 

It  niight  shnilarjv  satisfy  the  needs  of  other  States  as  well,  but  we 
feel  It  certainly  will  meet  the  needs  of  Wisconsin.  The  authorship  re- 
suited  from,  many  requests  on  the  part  of  students,  faculty,  labor, 
leaders,  business  persons,  and  State  legislators  as  to  the  confusion  as 
Identified  by  earlier  testimony  of  the  problems  associated  with  student 
fijiancial  aid  througljout  the  l^tate  of  Wisconsin. 

Now  I  submit,  ho\yever,  probably  the  most  precipitatinji  notive  for 
writing  this  education  plan  came  as  a  counterproposal  to  a  State 
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agency  plan  for  an  income  contingency  plan  for  the  State  of  Wiscoh- 
sm.  I  must  also  submit^  in  my  opinion,  and  I  would  be  happy  to  submit 
to  this  committee  documentation,  newsdippin^,  to  the  effect  that 
such  a  program  met  with  great  disfavor  and  negative  i*eaction  through* 
out  the  State  of  Wisconsin, 

I  further  suggest  that  if  this  committee  wishes  a  front  page  news 
article,  it  might  entertain  the  idea  of  perhaps  authorizing  a  national 
income  contingency  loan  program  and  it  would  certainly  get  publicity. 
I  say  that  facetiously.  The  preliminary  reaction  to  the  ^an  I  submit 
before  this  committee  has  had  welcome  commentary  up  to  this  point 
and  I  also  welcome  further  commentary  from  any  groups  of  people 
who  would  wi^  to  do  so, 

For  the  sake  of  brevity  I  will  skip  the  historical,  philosophical, 
sophistical  rationale  of  the  program  because  it  is  a11*includecl.  I  feel, 
within  the  document  presented  to  this  committee. 
The  plan  itself  addresses  itself  to  these  specific  objectives: 
No.  1,  to  give  direct  relief  to  the  middle-income  taxpayer  who  is  be- 
coming less  and  less  able  to  finance  higher  education. 

No.  2,  to  reduce  the  student  potential  indebtedness^  particularly  at 
the  freshman  and  sophomore  years  when  the  objective  of  obtaining 
these  higher  education  goals  appears  to  be  most  vulnerable  to  the 
student. 

No.  3,  to  avoid  any  conflict  with  the  implications  of  the  legal  age  of 
majority,  which  is  18  in  the  State  of  Wisconsin* 

'Ihe  fourth  objective  is  to  meet  these  special  needs  of  minority  dis- 
advantaged students. 

The  phin  involves  a  quadpartite  effort  or  four  basic  programs.  The 
first  program  is  that  of  permitting  free  tuition  or  the  abolition  of 
tuition  for  resident  students  at  the  ireshman  and  sophomore  levels  at 
all  public  institutions  of  higher  education  in  the  State  of  Wisconsin^ 
Xo\Y«  on  the  surface  this  may  seem  like  an  unreahstic  goal,  but  as 
we  look  at  the  total  budget  of  higher  education  for  the  State  of  Wis- 
consin, we  can  see  it  represents  only  a  small  fraction  of  increase  in  the 
commitmoit  of  State  dollars^  something  like  5  percent  to  accomplish 
thi«^'.  fact.  Wt^  feel  that  the  j^ingle  most  important  factor  which  Urerally 
opens  the  door  to  midrlle-income  class  students  and  low-incoine  class 
students  is  low-cost  tuition  or  no  tuition  at  aUi 

A  pragmatic  expenmenfc  in  the  State  of  Wisconsin  from  the  Uni* 
versity  of  WisconsinV.  Center  System  during  this  current  year  indi- 
cated strong  evidence  of  this.  The  State  abolished  tuition  charges  $ 
tiiat  is^  a  charge  for  instructional  cost  for  the  resident  students  at  the 
freshman  and  sophomore  leveb  and  the  doors  opened  and  literally 
swallowed  the  increased  enrollment  for  students  who  indicated  by 
follow-on  reports  that  perhaps  they  would  not  have  attended  school 
.  had  there  been  a  normal  tuition  charge. 

Further,  1  submit  that  these  same  students  camo  iVom  primarily 
middle-income  and  low-income  families.  So  might  I  reiterate  that  it 
k  the  opinion  of  the  authorship  and  the  study  connnittee  that  the  single 
most  important  factor  of  enabling  students  to  nVcml  college  is  low- 
cost  tuition. 

Further*  it  is  the  feeling  that  the  free  tuition  would  also  offer  the 
mlddlo 'iiicoine  taxpayer  some  incentive  for  paying  a  disproportionate 
iihare  of  his  tax  dollars  for  Federal  programs  by  whidi  he  often  or 
seldom  i:*ec6i ves  anything  as  a  benefactor. 
E  RXC    ^^^^2— M — 0  ^  . 


122 

Agaii^  yoii  want  to  rcnienibov  by  reducing  the  tuition  charge  we 
have  also  rechicecl  the  total  budj?i»t  cost  of  attending  school  By  reduc- 
ing  the  budget  cost^  we  are  then  also  reducing  the  supplementary 
other  costs  that  the  student  must  pay  which  I  will  submit  to  be  about 
75  percent  for  .the  students  who  must  live  on  campus,  so  that  the  in- 
debtedness in  working  systems  on  the  part  of  the  students  would 
become  less  and  less. 

Further,  the  fiscal  cost  for  such  a  program  for  the  State  of  Wiscon- 
sin for  a  single  living  period  while  abolishing  fees  and  tuition  would 
be  approximately  $23.5  million.  This  could  be  contrasted  with  what 
economists  have  designed  as  providing  a  full  income  contingency  loan 
program,  with  all  of  its  i)ossible  incentives,  of  $60  million  or  twice  as 
mucli  for  the  State  of  Wisconsin  over  the  same  period  of  time. 

The  second  part  of  the  program  would  establish  the  State  of  Wis- 
consin in  the  guaranteed  loan  program  as  a  State  lender.  It  is  sub- 
mitted that  every  student  would  be  eligible  for  a  State-guaranteed 
student  loan  and  the  State  itself  would  become  the  benefactor  with  all 
of  the  incentives  that  any  commercial  lender  receives  currently  under 
the  guaranteed  student  loan  program.  It  is  suggested,  that  the  State 
capitalize  the  program  through  selling  bonds.  In  some  instances  the 
State  should  be  able  to  sell  these  bonds  at  a  lower  rate  of  interest  than 
the  actual  current  rate  of  interest  by  which  they  would  receive  sub- 
sidies from  the  Federal  Government. 

I  am  not  suggesting  that  the  States  could  make  money  on  the  pro- 
gram because  of  the  1971  tax  reform  law  prohibiting  arbitraging 
through  government  programs,  whicli  you  are  familiar  with;  But  the 
State  as  an  operational  program  wouM  not  lose  any  money*  They 
would  not  lose  any  money  in  that  the  loan  notes  that  the  State  would 
have  students  sign  would  be  guarantee  by  the  students  through  insur- 
ance which  the  students  pay  1  percent  of  the  principal  amount  bor- 
rowed. Thus,  every  loan  note  in  itself  would  be  guaranteed* 

So  the  corpus  or  principal  amount  of  the  money  that  the  State  in- 
vests into  the  program  would  be  completely  unbrellaed  by  protection^ 
Similarly,  the  interest  rate  the  State  would  have  to  pay  fbr  the  bonds 
would  be  repaid  from  Federal  interest  subsidies  that  it  receives  from 
the  Federal  Government. , 

Accordingly,  the  reduction  of  the  bond  amount  would  be  paid  as 
loan  notes  become  due  and  capital  was  received  and  bonds  would  be 
retired.  I  realize  this  is  an  oversimplification,  but  it  is  being  worked 
oitt  under  the  existing  guaranteed  student  loan  structure. 

Further,  the  State  would  not  need  programs  to  borrow  as  much 
money  as  one  would  anticipate  in  that  they  could  have  a  secondary 
market  or  warehouse  of  the  loan  notes  that  it  does  have  with  Sallie 
Mae  and  hopefully  that  program  will  be  fully  funded  so  that  we  pro- 
vide a  capitalization  for  student  loan  notes. 

1  also  envision,  that  probably  perhaps  the  State  of  Wisconsin  would 
also  place  in  its  program  a  provision  by  which  it  can  buy  up  loan  notes 
from  banks  and  banks  mi^nt  either,  commercial  lenders^  as  they  need 
further  capital,  to  consolidate  these  loan  notes,  so  the  student  would 
perhaps  have  a  single  lender  to  repay  versus  multiple  lenders  upon 
graduation. 

I  eotild  envision  a  pi*ogi*am  such  that  at  times  a  commercial  lender 
might  even*  or  certain  periods  when  there  would  be  no  profit  motives, 
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loan  the  money  from  the  State  agency  who  sold  the  bonds  to  loan  stu» 
dents  if  the  student  had  an  account  there  to  retain  a  single  account. 

This  is  starting  to  get  a  little  more  complex,  but  ijiere  are  many 
alternatives  to  a  State  loan  program  which  could  also  bo  included. 

Fuither,  the  State  might  include  also  hardship  costs  which  would 
retain  fiscal  responsibility  on  the  part  of  the  students  so  we  would  have 
a  human  element  in  that  the  State  would  pay  the  interest  while  the 
student  was  perhaps  suffering  under  hardships,  per  se,  say  after  3 
yeai-s,  which  is  included  in  this  proposal  I  have. 

The  third  program  under  the  plan  would  create  and  require  funding 
of  about  $1.7  million  so  that  the  State  could  continue  matching  Fed- 
eral funding  for  State  incentive  programs,  and  minority  and  di^- 
vantaged  programs.  I  feel  that  these  programs  are  important  and  they 
should  bo  retained.  ■ 

The  fourth' program  under  the  plan  would  include  a  State  student 
work-study  program.  Oftentimes  it  is  difficult  for  students  to  find 
employment  oecause  of  their  commitment  of  their  time  for  academic 
schedule  so.  they  don't  have  flexibility  to  seek  out  employment.  Also, 
they  are  i*estricted  from  lack  of  mobility,  but  oftentimes  we  find  stu- 
dents really  desiring  to  seek  employment  and  meaningftil  work  to  be 
done,  but  funds  are  not  available.  Therefore,  I  suggest  also  in  the  plan 
the  State  appropriate  $1.5  million  for  a  State  student  work-study  pro- 
gram funded  directly  to  the  institutions  on  a  per  capita  basis,  based 
upon  full-tune  enrollment  and  we  Would  decrease  the  degree  of 
bureaucracy.  ;  • 

In  summary,  the  proposal  for  the  Wisconsin  Higher  Education  pro- 
gram would  be  supplemental  and  complementary  to  Federal  aid  made 
available  to  students  via  the  institution.  Currently  Federal  assistance 
to  State  students  in  the  form  of  work-study,  loans  and  grants  is  about 
$4B  million  per  annum.  Further,  the  program  would  eliminate  tuition 
charges  for  freshmen  and  sophomore  students,  would  provide  a  readily 
available  loan  program  for  all  students,  special  grant  assistance  for 
minority  students,  and  a  State  student  work-stu^  program.  , 

This  quadpartite  design  will  enable  all  citizens  an  opportpity  of 
higher  education  without  unrealistic  indebtedness  or  extreme  financial 

I  thank  you  for  this  opportunity^  Mr.  Chairman,  and  i?emain  avail- 
able for  questioning.     ■  ■       .  ,      .         .     ■  , 

Mr.  O'Hara.  Mr.  Sather,  why  don't  you  lust  romam  seated  there  and 
we  will  invite  the  others  who  testified  earlier  to  draw  up  chairs  at  the 
witness  table.  ,         ^'  ,    .  ,     ,    .  - 

Mr.  Srther,  you  said  what  you  had  to  say  about  the  advantages  of 
free  or  very  low  tuition.  Of  course,  it  sounded  very  mce  to  me.  I  liked 
that.  As  you  know,  we  have  corresponded  on  that  subject. 

You  spoke  of  an  experiment,  was  it  at  the  Madison  campus? 

Mr.  Sathuk.  No.  The  University  of  Wisconsin  Center  School  en- 
rolled freshmen  and  sophomore  students  and  there  was  the  elimmation 
of  the  instructional  cost  charge.  In  other  words,  there  ./as  no  tuition. 
Now,  so  you  don't  get  a  wrong  impression,  the  student  had  to  pay  for 
student  activities  tickets.  These  are  called  incidental  segreaatiBd  fee 
amount.  There  was  a  swell  of  enrollment  tit  each  one  of  the  center 
schools  this  year  and  strong  evidence  suggests,  of  course,  that  this  was 
because  of  the  fact  that  no  tuition  was  charged.  It  created  quite  a  bit  of 
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controversy  within  tho  UW  system  because  the  other  institutions  won- 
demd  \yhy  these  campuses  could  do  this  but  they  could  not. 

Mr.  0*Ha«a,  Let  me  understand  the  university  system  at  Wisconsin 
a  little  better.  You  have  the  Madison  campus  and  then  you  have  the 
Milwaukee  campus  and  Eau  Claire  campus  ? 

Mr.  SATHKn.  There  are  13  separate  campuses* 

Mr.  O^Haha.  These  are  4-year  institutions  ? 

Mr.  Sathkk.  Yes.  Thirteen  4-year  institutions* 

Mr.  OTIaha.  Thirteen  4-year  institutions  within  the  university 
system? 

Mr.  SATttHH.  Yes. 

Mr.  O^Haua*  Then  you  have  in  addition  some  of  these  2-year  centers  ? 

Mr.  Satoer.  Right,  for  example  there  are  2-year  centei*s  at  Rice 
Lake,  Medford,  and  Fond  du  Lac  and  so  on. 

Mr.  0*Haka.  Do  they  resemble  community  colleges  ?  Do  they  award 
associate  degrees,  2-year  degrees^  or  what  ? 

Mr.  Sather.  Primarily  they  do  not  award  2-year  degrees.  They  are, 
I  would  suspect,  more  likely  to  be  identified  with  a  community-tyi)e 
college  study  in  a  fundamental  sense^  but  they  are  part  pi  the  uni- 
vei'sity  of  Wisconsin  system  under  a  smgle  board  of  regents. 

Mr.  O^Haha.  They  don't  award  any  2-year  degrees  and  they  don't 
have  vocational  programs? 

Mr.  Satiiek.  Correct.  We  have  a  vocational— adult  education  sys- 
tem under  a  separate  t)oard  in  the  State  of  Wisconsin  which  again 
does  not  charge  any  tuition.  My  plan  would  be  compatible  with  the 
VTA  system  schools  if  we  would  abolish  tuition  charges  the  first  2 
years. 

Mr.  O^Hara.  You  said  something  about,  well,  first  of  all,  you  said 
there  was  a  substantial  increase  in  enrollments  this  year. 

Mr.  Sather.  At  these  schools  there  was  an  increase  in  enrollment. 

Mr.  O'Haua*  At  these  center  schools  you  mean.  Then  you  said  the 
increase  was  almost  entirely  among  low-  and  middle-income  students? 

Mr.  Sa'Ther.  That  is  right. 

Mr.  O'Hara.  Are  there  any  studies  of  the  effect  of  this  that  you  could 
Supply  to  the  committee  ? 

Mr.  Sather.  Yes  j  I  would  be  happy  to  and  there  have  been  studies. 
I  will  be  happy  to  supply  the  committee  with  them* 

Mr.  O'Hara.  I  would  be  very  hanpy  to  get  them* 

Ml*.  Millard^  I  think  you  were  me  one  who  suggested  that  we  ought 
to— well,  of  course,  all  of  you  in  a  way— but  I  think  you  explicitly 
suggested  that  we  somehow  make  the  State  programs  complementary 
to  ftnd  supplemental,  so  that  they  work  in  one  area  and  the  Federal 
program  in  a  complementary  area,  that  sort  of  thing. 

due  of  the  ways  that  we  could  do  that  is  by  sort  of  making  it  the 
States*  responsibility  to  make  it  possible  for  students  to  attend  insti- 
tutions of  higher  education  at  very  low  or  no  cost  and  then  use  the 
*  Federal  dollar  to  provide  work-study  funds,  grants,  or  opportunity 
grant  funds,  and  loan  money. 

Mr.  MiLTiAUb.  This  would  be  one  possibility.  I  think,  howeVerj  there 
are  two  or  tht  je  other  things  that  need  io  be  shown  in  the  picture. 
Even  if  it  were  the  case  that  tuition  for  the  first  2  years  was  done 
away  with  and  I  am  not  ht\  advocate  of  high  tuitions,  I  think  you  know, 
in  any  way,  shape  or  form.  Even  if  it  were  the  case,  the  need  for  State 
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pi-ogranis  in  complomontution  of  Federal  programs  in  terms  of  student 
aid  would  be  still  there.  It  would  be  there  m  public  and  private  institu- 
tions and  I  suspect  this  is  there  for  some  students,  very  nuich  even  with 
no  tuition  in  the  public  institutions.  . 
The  need  factor,  tuition  is  only  one  component  in  the  total  need 

factor.  ...  , 

Mr.  O'Haua.  Yes;  but  it  is  an  important  component,  lou  are 
familiar,  I  know,  with  the  study  done  on  utilization  of  the  GI  bill. 
Mr.  MiLiiAiU).  Yes.  ,  , 

Mr.  O'Haiia.  State  by  State.  And  you  have  seen  there  the  tremendous 
impact  that  tuition  levels  have  on  the  ability  of  veterans  to  take  advan- 
tage of  the  GI  bill.  .     .  ,  .  .  1 

Mr.  MiLLAKi).  I  think  you  are  quite  right,  sir.  I  certainly  ain  not  in 
any  sense  an  advocate  of  high  tuition  in  public  institutions.  I  think 
it  IS  important  to  recognize,  however,  that  the  question  of  tuition 
withui  the  various  States  is  a  matter  of.  not  wholly  a  matter  of  State 
determination.  In  some  cases  it  varies  from  institution,  to  institution 
within  the  same  States.  ^     .    ,  .  » 

From  this  standpoint,  yes,  the  need  for  moving  in  the  direction  ot 
lower  tuition  may  make  a  great  deal  of  sense.  At  the  same  time  there 
are  pressures  within  the  States  and  nationally,  as  you  know,  working 
in  other  directions.  From  this  standpoint  it  would  seem  to  me  that  in 
terms?  of  meeting  the  needs  as  they  currently  exist  it  would  be  extra- 
ordinarily difficult,  let  us  say,  to  legislate  that  there  be  no  tuition  at 
public  institutions.  ,  , .     .    ,  , 

The  need  is  thei-e  and  1  think  the  impoi-tant  thing  is,  through  the 
combination,  and  I  would  rather  view  is  this  way,  through  the  com- 
bination where  possible  of  low  tuition  and  through  combination  of 
State  aid,  of  Federal  aid  in  its  various  forms,  the  needs  of  the  whole 
can  be  reasonably  approximated.  . 

1  think  in  this  case  it  does  inquire  the  kind  of  cooperation  between 
the  States  and  the  Federal  Government  which  has  not  always  existed, 
but  I  think  it  is  extraordinarily  impoiiant. 
Mr.  0*Ha«a.  I  would  ceitainly  agree  with  that.  I  don't  mean  to 

*  .....  .     .   ...  Jeygls, 


.  ^         -  v.«  ought  to  be  that  narrowly  focused.  Of 

course,  the  States  have  to  concern  themselves  with  other  aspects  in- 
volved as  well,  but  I  think  that  is  one  aspect  of  the  problem  tliat  they 
must  be  concerned  with,  because  I  feel  that  the  foundation,  if  we  are 
really  going  to  liave  acceSvS  to  postsecondary  education,  the  founda- 
tion of  it  has  to  be  availability  of  a  wide  variety  of  educational  oppor- 
tunities at  a  very  low  cost;  because  that  is  jsjoing  to  be  what  it  takes  to 
get  a  whole  lot  of  people,  especially  those  beyond  the  traditional  col- 
lege-going age  involved  in  higher  education. 

Now,  with  some  people  that  is  not  going  to  be  enough.  It  is  gonig 
to  take  more  than  that  to  get  them  involved  to  give  them  really  quality 
education.  But  I  think  the  basic  need  is  the  opportunity  for  a  very 
low-cost  education  of  the  kind  that  seems  to  suit  your  needs  and  that 
goes  into  some  of  the  more  nontradltional  areaS)  I  think,  as  well. 

Mr.  MiiJiAim.  :Mr.  Chairman}  could  I  add  one  otlier  thing?  In  addi- 
tion to  access,  of  cour.*5e}  there  is  a  question  of  choice  and  tliat  to  both 
the  State  and  Federal  direct  aid  because  it  takes  on  an  additional  com- 
ponent that  maybe  is  very  important  to  have. 
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I  wild  quite  agree  with  yoit  pn  the  desirability  of  low  tuition  and 
access  to  a  multiple  type  of  institution*  But  I  think  also  in  this  picture 
there  does  have  to  be  included  a  choice  factor  which  does  raise  the 
question  of  the  ability  of  the  private  institution  in  the  total  picture. 

Mr..O'HAHA«  I  would  go  along  with  that.  It  seems  to  me  that  the 
choice  thing  is  important,  but  it  has  to  be  carefully  handled.  The 
middle-income  students  have  a  choice*  They  have  a  choice  between 
attending  the  local  community  college  and  attending  Yale,  I  suppose^ 
except  that  if  he  is  going  to  attend  x  ale,  he  is  going  to  have  to  really 
shelf  out  and  hock  his  future. 

Well,  I  suppose  maybe  all  students  ought  to  have  that  same  kind 
of  choice.  In  other  words,  I  don^t  know  why  we^  should  take  a  low- 
income  student,  for  instance,  and  give  him  an  easier  choice  than  that« 

Mr*  MiLLAitD.  It  is  a  ^question  of  choice  across  the  board,  sir* 

Mr.  O^Haba.  Yes,  I  think  it  is.  So  I  think«-*well,  it  does  not  bother 
me  that  in  terms  of  choice  that  the  one  who  chooses  to  go  to  Yale  is 
going  to  have  to  make  greater  personal  sacrifice.  I  think  there  is  no 
reason  why  it  should  not  be  the  case,  but  I  think  what  we  have  to 
guarantee  is  the  right  of  everyone  without  making  the  heroic  sacrUice 
to  continue  their  education  beyond  high  school  at  a  public  institution* 

It  seems  to  me  that  is  the  first  requirement  and  then  we  make  funds 
available  if  one  wants  to  do  more  than  that* 

If  I  have  two  auto  workers  in  my  district  and  one  of  them  is  em« 
ployed  and  one  of  them  is  laid  off  because  the  auto  industry  is  not 
doing  well  at  the  moment,  I  don^t  want  to  make  it  easier  for  the  laid- 
off  one  to  send  his  son  to  school  than  the  one  who  is  Working,  you 
^ow.  I  want  to  make  it  sort  of  equally  available  to  them,  not  easier  for 
either. 

Mr.  Huber,  any  question  ? 

Mr.  HuBEH.  Well,  I  didn't  quite  buy  your  statement  on  Yale. 

Mr.  O'Haha.  Well,  I  said  Yale  because  of  that  reason. 

Mr.  HtmEH.  Factually,  you  know,  Yale  has  tremendous  programs 
available  for  low-income  people  and  the  alumni  fund  has  been  part  of 
it  I  have  concerns  about  a  trend  I  see  developing  in  the  loan  program 
where  students  upon  graduation  and  finishing  their  study  are  going 
through  bankruptcy  to  wipe  out  all  obligations  on  loans.  Do  yon 
gentlemen  have  any  comment  on  that  subject?  Are  you  familiar  with 
ttiis  problem  or  have  you  seen  it  as  a  problem  ? 

Mr.  Johnston.  I  think  our  experience  has  been  that  it  does  vary 
by  State  and  certain  States  have  a  greater  incidence  than  others^  but 
we  have  not  seen  anything  that  alarms  us. 

Mr.  HtmEK.  Is  it  someuiing  new  that  is  just  beginning  to  catch  on? 

Mr.  Johnston.  I  don^t  think  so.  I  think  there  has  been  a  lot  of  pub- 
licity about  it*  You  know  that  the  States,  individual  States,  do  have  a 
role  in  ref ereehig  the  bankruptcies  and  some  States  have  more  strln-^ 
gent  laws  than  others,  so  we  see  a  different  pattern  across  the  country. 

There  has  been  a  proposal  that  no  student  will  be  able  to  discharge 
his  student  debt  under  the  bankruptcy  law  until  8  years  after  he  has 
completed  his  educational  experience.  This  has  been  proposed  by  the 
new  Bankruptcy  Study  Committee.  I  don^t  know  where  it  will  go* 

Mr*HtmB«*Doyouagi*eeorfavorthat?  ;  ^ 

#  Mr«  Johnston.  I  do*  There  is  an  escape  clause  in  that  law  which 
would  allow  the  referees  to  grant  bankruptcy  in  hardship  cases* 
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Mr.  HtmER.  We  make  it  more  and  more  difficult  for  disadvantaged 
low-income  students  to  get  jobs.  My  distinguished,  chairman  and  I 
would  disagree  on  this.  For  example,  during  the  muumum  wage  de- 
1  i  i.„irvi  :„  ii.^  «^;_:>v...^        uiii  <•«  uatm  a  vmifii  dinerentiali 


bate  we  tried,  in  the  minimum  wage  bill,  to  have  a  youth 
And  I  realize  there  is  a  cogent  argument  in  there  about  the  education 
problems.  When  you  talk  about  creating  jobs,  I  would  like  to  think  of 
the  young  men  in  my  plants  who  have  come  to  high  income,  who  have 
worked  their  way  through  school  without  the  responsibility  of  the 
Government  finding  adequate  jobs.  They  found  their  jobs  themselves. 

We  have  had  one  plant  manager  for  some  25  years  and  I  remember 
when  he  started  to  go  to  night  school  to  get  his  chemical  engineermg 
degree.  I  am  saying  I  don't  want  to  make  it  too  easy  to  get  an  educa- 
tion. I  think  there  should  be  help  available.  I  am  not  talking  about 
that.  I  have  a  high  respect  for  education,  so  you  ought  to  have  some 
real  push  to  get  it.  I  realize  what  the  chairman's  position  is  and  many 
people'^.  I  just  don't  want  to  see  it  on  a  silver  platter  being  handed 
to  anybody  who  thinks  they  ought  to  have  an  education.  I  would  like 
to  see  some  incentives,  some  justification  for  the  taxpayers'  dollars, 
because  that  is  the  guy  that  has  to  pick  up  the  tab.  ,     ,    ,  . 

I  don't  know  how  we  go  around  that.  I  know  we  got  involved  m 
the  problem  of  the  community  colleges  and  I  was  very  active  m  that 
back  in  Michigan,  and  I  know  the  purpose  of  that  was  to  make  educa- 
tion available  to  people  who  had  financial  problems,  particularly  those 
living  at  home,  so  they  could  go  to  college  much  cheaper,  rather  than 
having  to  go  away  to  a  school  with  tuition.  The  taxpayers  recognized 
that  community  colleges  were  going  to  increase  their  taxes,  but,  never- 
thelesg*  they  were  going  to  make  an  oppoitunity  for  education  avail- 
able to  many  people  that-  otherwise  would  not  have  it.  I  know  when 
we  sit  d  -wn  that  we  have  to  measure  the  costs  of  these  programs,  and 
that  is  a  difficult  thing.  I  have  not  seen  any  taxpayers  in  my  distnct 
who  want  to  see  taxes  go  ctp;  in  no  way  do  they  want  to  see  them  go 
up.  I  watch  what  they  are  doing  in  school  millages  and  they  are  voting 
down  school  millages  in  their  own  backyard  and  saying,  "We  are  not 

going  to  pay  more  taxes."        ^    ,  '    .  ^, 

When  we  become  faced  with  that  problem  m  higher  education,  they 
don't  have  a  chance  to  vote  on  it  because  their  enlightened  representa- 
tives decide  what  is  best  for  them.  I  am  not  sure  of  that  in  terms  of 
what  the  people  want.  I  cannot  argue  with  the  importance  of  having 
an  opportunity  for  anybody  who  can  meet  the  requirements  io  get  a 
good  education,  but  these  programs  are  horrendous  in  their  implica- 
tions and  back  home  this  is  a  government  of  the  people  when  they  turn 
down  millages.  They  are  putting  some  brakes  on  spending  m  educa- 
tion where  they  have  a  opportunity  to  do  it.  ,  , 

Somewhere  we  have  to  come  up  with  some  kind  of  balances  here  to 
convince  the  people  of  the  best  way  the  dollars  should  bo  spread.  I  real- 
ize the  best  demands.  I  have  seen  ways,  although  maybe  the  chairman 
and  I  would  disagree,  on  impact  aid.  There  is  $600  million  that  pos- 
sibly could  be  put  into  higher  education.  Impact  aid  is  one  of  the  things 
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we  finally  requested  a  general  accounting  study  of  after  24years, 
didn't  look  at  the  coats  of  the  program,  some  $400  million.  Think  now 
far  it  would  go  in  some  programs,  but  you  can't  touch  impacted  aid 
because  your  educators  say  you  are  anthchool. 

There  has  to  be  some  kind  of  balance  here.  We  continue  to  hear 
much  of  that.  That  is  my  only  comment* 
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Mr.  MiLLAHD.  May  I  comment  for  a  moment? 


It  seomg  to  me  that  one  of  the  thinjPfs  we  have  been  trying  to  say, 
at  least  some  of  us  this  nioming,  does  relate  very  directly  to  your  point, 
If  there  are  tremendous  expenditures  on  Federal,  State*  and  so  on 
levels  m  relation  to  postsecondary  education,  our  concern  is  tliat  these 
be.8Pent  effectively  in  relation  to  each  other. 

The  question  of  most  effective  utilization  of  resources  on  the  various 
levels  IS  there,  too.  Our  problem  is  up  to  this  time  to  a  large  extent  the 
Federal  program  and  State  programs  have  not  been  so  interdigitated 
that  this  takes  place.  I  think  whatever  resources  may  be  available,  I 
woijld  quite  agree  with  you  we  can't  squander  them. 

The  question  is  how  do  you  relate  them  to  eacli  other  in  a  moat 
effective  way  so  they  reinforce  each  other  and  not  duplicate  each 
other  ?  I  think  this  is  the  concern. 

Mr.  HuBER.  The  implication  of  elimination  of  freshmen  and  sopho- 
more  tuitions  is  horrendous  because  it  is  solely  a  start,  you  know.  And 
the  same  argiiment  would  hold  forth  for  junior:  and  seniors  and  post- 
graduates. There  is  no  question  about  that.  Maybe  it  is  a  step  in  the 
normal  process  and  maybe  as  education  changes  over  the  years  and  the 
standards  are  to  receive  higher  education  that  is  coming,  but  I  am 
only  concerned  with  costs. 

Mr.  MiLiiARD.  I  agree.  I  think  the  question  of  tuition  is  related.,  but 
a  different  question.  I  think  m  terms  of  what  we  were  talking  about, 
low^tuition  may  be  highly,  desirable  and  important,  but  whether  the 
tuition  IS  low  or  high,  there  are  continuinjg  needs  and  these  needs  do 
need  to  be  met  and  from  this  standpoint  it  is  the  interrelation  of  State, 
Federal,  and  institutional  programs  or  the  lack  of  interrelationship  in 
tue  past,  I  think,  that  has  caused  some  of  the  duplication  and  some  of 
the  waste. 


What  we  urge  is,  however,  this  be  attacked  in  such  a  way  that  the 
various  programs  complement  each  other  for  the  most  effective  utiliza- 
tion of  resources.  Low  tuition  may  be  extraordinarily  important  help 
lit  that,  but  I  would  suggest  that,  as  I  think  I  suggested  to  the  Chair- 
man a  few  moments  ago,  that  even  if  there  were  no  tuition,  there  would 
still  be  need. 

Mr.  Satmer.  Migjht  I  add  a  point?  It  seems  we  just  completed  a 
20.year  period  m  higher  education  for  physical  facilities,  undergone 
greater  expansion,  and  enrollment  increases  were  larger  than  in  a 
single  period,  but  at  the  same  time  we  had  the  smallest  number  of 
taxpayers  proportionately  contributing  those  tax  M\m, 

Now  we  are  entering  a  period  of  levpling  off  of  enrollment.  Good 
I>hysical  facilities  already  e*d  jt  on  most  campuses.  Very  limited,  an- 
tiquated facilities  and  progi'ams  have  to  he  updated,  but  real  ex- 
pansion 18  complete,  And  we  are  also  entering  a  period  in  which  we 
will  have  more  taxpayers  in  the  market  to  pay  the  bills,  but  fewer 
students  proportionately  in  schools. 

The  resources  contributed  from  the  gross  national  product  are 
becoming  less  favorable  to  higher  education. 

I  think  this  is  something  of  significance ;  the  per  annum  contribution 
to  higher  education  compared  to  the  gross  national  product.  We  should 
examm©  the  whole  picture. 

^  Uv,  O'Hara.  Well,  I  am  afraid  I  am  gding  to  have  to  work  on  my 
friend  from  Michigan  a  little  bit, 
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Mr.  Htoer.  I  thought  you  had.  ■  • 

Mr.  O'Ham.  I  noticed,  Mr.  Boyd,  you  make  a  strong  p  ea  for 
greater  flexibility  in  the  State  incentive  grant  program  and,  hkewise, 
Mr.  Johnston  suggested— not  only  suggested  greater  flexibility,  but  he 
also  suggested  that  perhaps  the  subcommittee  ought  to  consider  a  State 
role,  some  sort  of  matching  role  perhaps  in  some  expanded  work«stud;' 
effort.  .      .  ■ 

I  am  wondering,  under  the  State  incentive  grant  program,  is  an 
incentive  grant  essentially  for  a  grant  to  students?  Why  does  it  have 
to  be  limited  that  way?  Why  can't  the  State  incentive  grant  system 
be  targeted  to  a  State  financial  aid  package  or  why  can't  the  incentive 
grant  program  be  targeted  to  a  State  work-study  program  or  to  some 
other  State  program— well,  m  other  words,  let  the  State  choose  whether 
it  wants  to  match  funds  for  the  purpose  of  work-study  or  match  funds 
for  the  purpose  of  grant  or  match  funds  for  the  purpose  of  loans  ?  ; 

Mr.  Johnston.  I  think  that  would  be  the  ultimate  and  most  creative 
way  in  which  the  States  could  have  the  flexibility  to  administer  the 
program.  Some  States  may  want  to  use  some  or  all  for  grants  and  some 
other  States  miiy  want  to  use  a  majorty  of  it  for  work-study.  It  is  also 
conceivable  that  funds  could  be  used  for  direct  loan  programs  as  >vell 
within  the  States.  Certainly  while  our  orgaiiiiiation  has  not  taken  a 
specific  position  on  that  kind  of  plan,  I  thiUk  it  is  a  logical  extension 
of  tlie  flexibility  argument  and,  in  fact,  the  States,  I  am  sure,  would  be 
vei-v  creative  in  how  they  would  respond  to  that  tjrpe  of  flexibility. 

tlv,  O'Hara.  There  was  a  French  finance  minister  named  Colbert, 
who  once  said,  "The  art  of  taxation  relies  in  so  plucking  the  goose  to 

fet  the  largest  amount  of  feathers  with  the  least  amount  of  hissing." 
laybe  the  art  of  incentive  grants  is  one  of  making  incentive  gi-ants  in 
such  a  way  as  to  obtain  the  largest  possible  matching  amounts  with  the 
least  possible  complaints.  ,  . 

At  least  tli-At  is  the  way  1  would  like  to  think  of  anytlimg  we  do  in 


■  Mr.  SATtiRH.  That  is  what  I  was  going  to  say. 
Mr.  O'Haha.  Maybe  that  would  be  an  attractive  proposition.  I  don't 
kiiow. 

Mr.  Satmkk.  Perhaps  50  percent.  , 

Mr.  MtttAfit).  Mr.  Chairman,  I  think  that  would  l)e  very  dangerous. 
I  think  the  structure  within  art  individual  State,  the  situation  m  New 
Hampshire  and  Vermont  is  extraordinarily  different  than  in  Michi|U[an 
or  Wisconsin.  It  would  ^em  to  me  that  it  would  be  less  than  effective. 
That  is  tiot  the  best  way  to  put  it.  It  would  seem  to  me  somewhat 
dan<?erotts  to  try  to  mandate  what  the  tuition  in  various  States  should 
be.  " 

i  think  the  question--well,  if,  for  example,  as  in  the  case  of  New 
Hampshire,  the  second  part  of  this  is  not  true,  but  if,  for  example,  as 
.  in  the  case  of  New  Hampshire  the  tuition  is  quite  high,  hig^her  m  New 
Hampshire,  if  1  remember,  than  in  a  good  many  private  institutions 
in  other  parts  of  the  country  and  this  is  due  to  some  peculiar  concerns 
ttnd  situations  there— if  the  tuition  is  high,  but  at  the  sama  time  there 
were  an  adequate  grant  system  based  on  scaled  needs,  so  that  the  access 
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is  made  available,  this  is  an  ultimate  way  of  doJng  it,  but  not  neces- 
sarily a  bad  way  of  doing  it  in  light  of  the  couorns  and  needs  in  New 
Hampshire.  I  am  not  sure  it  must  necessai'ily  be  the  case  that  in  all 
States  the  answer  is  low  tuition  as  such. 

Mr.  P'Hara.  Perhaps  it  is  not.  Perhaps  in  States  with  well-de- 
veloped systems  of  private  institutions  and  not  a  well-developed  sys- 
tem of  public  institutions,  maybe  they  would  want  to  use  money  for 
tuition  grants  on  some  things,  But  let's  try  another  one  out  on  you. 

Maybe  what  we  need  is  a  matching  system,  the  Federal  matching 
system  that  takes  into  it  the  extent  to  which  the  State  is  making  an 
effort  to  support  education  beyond  the  heights.  Maybe  we  need,  in 
other  words,  a  flexible  matching  system,  that  when  the  State  really 
starts  making  an  effort,  the  Federal  Government  would  do  likewise. 
If  the  State  lags  behind,  so  would  contributions  from  the  Federal 
Government,  In  other  words,  maybe  we  need  an  incentive  for  the  States 
to  reach  an  acceptable  level  of  support  of  higher  education,  however 
they  choose  to  support  it. 

Mr.  MiLMnD.  Mr.  Chairman,  I  think  the  key  there  again,  you  have  to 
be  extraordmarily  careful  or  we  have  to  be  extraordinarily  careful  in 
terms  of  danger  of  oversimplification.  The  total  amounts  that  the 
States  nut  in  in  support  of  higher  education  are  in  excess  of  what  the 
Federal  Government  is  putting  in  by  a  great  deal. 

Mr.  O'Hara,  Yes.  Some  States  are  doing  a  great  deal  more  than 
otkors,  aren't  they  ? 

Mr.  MiLT,AKD.  Yes,  they  are;  and  yet  there  is  an  important  qualifi- 
cation.  It  is  quite  true  there  is  a  difference  depending  upon  the  motive 
measurement  of  the  amounts  some  States  put  in  in  relation  to  other 
States.  I  don't  think  you  will  find  a  single  State  legislature  in  the 
country  though  that  does  not  feci  it  is  puttmg  a  great  deal  into  higher 
education. 

The  question  is,  Wliat  measures  do  you  use  and  what  are  the  other 
kinds  of  demands  upon  the  funds  from  the  States?  that  is  the  mix- 
ture in  a  particular  State.  It  will  be  quite  different  in  New  York  than 
m  Wyoming. 

Now,  Wyoming,  in  terms  of  the  percentage  of  the  total  budget  that 
goes  to  higher  education,  looks  like  it  is  ahead  of  New  York.  Yet,  when 
you  begin  to  look  at  it  more  carefully  in  terms  of  total  distribution 
of  State  fimds,  it  may  not  be.   11 1  am  urging  is  caution. 

Mr.  O'Haua.  How  about-  a  percentage  of  State  personal  income 
rather  than  percent  of  the  budget? 

Mr.  SAntEK.  Gross  State  product  might  be  a  better  measure. 

Mr.  O'llAttA.  Some  measure  other  than  the  budget. 

Mr.  SATMtitt,  That  is  right. 

Ml*.  Mi^tiAim.  I  think  what  I  suggest  is  all  of  these  things  need  to  be 
looked  at,  bttt  I  think  you  have  to  be  careful  in  terms  of  what  measures 
you  use  and  at  least  so  long  as  you  are  working  within  the  context 
of  student  assistance,  there  is  in  a  sense  a  more  or  less  direct  measure. 
But  I  tliink  I  Would  just  warn  against  this. 

Mr.  0'Ha«a.  For  instance,  I  think  it  is  unfair  to  a  State  like  Cali- 
fornia, which  really  does  a  superior  job  os  suppoi^ing  free  and  low« 
cost  public  education  beyond  the  high  school  level,  to  ask  them  to  say, 
"Well,  your  student  assistance  programs  are  not  so  hot,"  you  know, 
"not  as  good  as  Massachusetts.''  You  know  what  I  mean. 
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Mt%  MiLtAiW).  Quite  true.  .       ,   ,       «  . 

Mr.  O'Hara.  You  know,  I  think,  if  you  are  going  to  look  at  a  State 
effoii;  you  have  to  look  at  their  total  effort,  . 

Mr.  Millard,  Let  me  go  a  step  further.  If  you  compare  Cahfornia, 
let's  say,  with  Mississippi,  the  percentage  of  the  btato  income  m 
Mississippi— I  want  to  check  this  before  I  go  forward. 

Mr.  O^HAUiX.  You  are  using  some  old  figures  which  were  true  when  I 
came  to  Congress,  but  I  am  not  sure  it  is  true  any  more.  • 

Mr.  Millard.  We  will  say  a  State  like  Wyoming,  the  percentage  of 
income  in  relation  to  total  family  earnings  that  goes  into  higher  educa- 
tion may  be  considerably  higher  than  in  a  State  like  California.^  ^  ^ 

Mr.  SA'rHER.  One  more  comment.  Mr.  Chairman.  I  think  it  is  im- 
portant to  recognize  that  the  Federal  Government  does  pmy'de  finan- 
cial incentives  to  the  States  that  contribute  the  least  to  niglier  educa- 
tion, particularly  through  is  tripartite  program,  work-sudy,  national 
direct  student  loan,  and  so  on,  because  such  States  can  show  a  higher 
gross  student  need  and  get  more  Federal  dollars  to  give  to  the  stu^nts 
in  that  particular  State.  States  which  provide  the  least  financial  help 
to  higher  education  create  higher  institutional  costs.  The  cumulative 
sum  of  these  higher  costs  reflect  a  greater  State  need.  Thus  the  States 
with  the  gi-eatest  need  are  given  more  Federal  dollars  to  make  up.  the 
gross  students'  needs. 

So  what  exists  now  is  a  negative  incentive  system.  One  component 
of  Federal  contributions  should  be  to  grant  Federal  aid  based  upon 
tlie  relative  gross  State  product  and  student  need.  Then  you  will  have 
a  moi-e  fair  and  equitable  system  of  distribution  of  funds. 

Mr.  O'Hara.  Mr.  Jursa,  maybe  you  would  like  to  contribute  to  the 
Michigan  experience. 

Mr.  JtnisA.  I  would  like  to  say  in  relation  to  the  last  comment  to  the 
extent  the  disincentive  exists,  it  reflects  the  allocation  process  rather 
than  a  defect  in  programs  themselves.  I  don't  think  there  is  a  defect  m 
work-study.  .  * 

Mr.  Sather.  No,  not  the  program  itself.  ,      ,     ..,  . 

Mr.  O'Hara.  Well,  that  insistent  bell  that  you  have  been  hearing  is 
telling  us  that  the  House  now  has  gone  into  session. 

I  thank  you  very  much  for  havmg  appeared  before  us.  I  am  sorry 
wo  didn't  have  more  time  to  spend  together,  but  I  do  appreciate  your 
cooperation  in  testifying  as  you  did  and  keeping  your  remarks  brief 
and  giving  us  a  chance  to  talk  with  you. 
Thank  you  very  much. 

[Whereupon,  at  11  a.m.,  the  subcommittee  recessed,  to  reconvene  at 
9  .'30  a.m.,  Monday,  June  10, 1974.] 
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STUDENT  FINANCIAL  ASSISTANCE 
(State  Programs) 


MONDAY,  JUNE  310,  1974 

House  oe«  Eepresentahves, 
speoiai/'subtlommm'eb  on  botjoation  of  thb 

CoMMirrfiB  ON  Education  AND  Labor, 

Washmgtoni  uXj, 
The  subcommittee  met  at  9 130  a.m.,  pursuant  to  recess,  in  room  2261, 
Rayburn  House  Office  Building,  Hon.  James  G.  O'Hara  (chairman 
of  tlie  subcommittee)  presiding. 
Present  i  Representatives  O'Hava  and  Dellenback. 
Statf  members  present}  Jim  Harrison,  stfff  director;  Elnora  Teets, 
clerk ;  and  Bob  Andringa,  minority  staff  diuctor. 

Mr.  O'Hara.  The  Special  Subcommittee  on  Education  will  come  to 
ord6r« 

Our  first  witness  today  will  be  Mr.  T.  Edward  Hollander,  deputy 
commissioner,  Higher  and  Professional  Education  of  the  New  York 
State  Department  of  Education.  Commissioner  Hollander  will  talk  to 
us  today  about  New  York  State's  program  of  assistance  to  postsecpiid- 
tti','^  education  with  particular  emphasis  on  the  recently  enacted  tuition 
assistance  plan.  ,     ■  , 

Mr.  Holmnder,  I  am  also  advised  you  have  been  more  than  coopera- 
tive in  shifting  your  own  appearance  to  accommodate  others  and  the 
committee's  schedule.  We  ai'e  in  ymir  debt  before  we  have  even  heard 
what  you  have  had  to  tell  us. 

STAmfiHH  OF  T.  £BWAED  HOILAKDSlt,  D&PtJTY  COMHXSSIOIVER 
FOR  SIOHBR  ASD  PBOmSXOSTAL  EDTTOAVIOM,  HEW  YORK  SVATB 
BmRTMENT  OF  iSDtfOATIOK 

Mr.  Hollander.  Thank  you,  Mr.  Chairman,  I  hope  I  will  be  further 
in  your  debt  by  being  brief.  I  am  incapable  of  a  sustained  delivery 
in  excess  of  10  mintttes.  I  have  given  a  bundle  of  documents  mostly 
for  the  record.  T^t  me  deal  with  the  first  seven  or  eight  pages. 

I  am  hero  today  to  speak  on  behalf  of  an  improved  State-Federal 
partnership  in  financiitg  students  enrolled  in  postsccondary  education. 
I  do  so  from  tlio  pei-spective  of  New  York  State.  As  you  know,  with 
tlie  full  support  of  the  Governor  and  legislative  leaders  from  both 
parties,  New  York  State  has  just  expanded  significantly  ilie  State's 
program  of  financial  aid  to  students.  The  program  when  fully  imple- 
mented will  provide  almost  $160  million  in  grants  and  awards. 

I  would  like  to  describe  the  program  within  the  context  of  the 
regent's  policy  of  open  access  to  postsecondary  education. 
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The  regents,  the  governing  body  of  the  University  of  the  State  of 
New  York,  believe  that  open  access  can  best  be  achieved  through  the 
raamtenance  of  a  coordinated  system  of  postsecondaiy  education,  in- 
cluding private  and  public  institutions,  and  collegiate,  proprietary, 
and  hosjpital-based  programs  of  study.  In  our  State  public  and  private 
institutions  serte  a  common  public  mission,  including  the  enrollment 
of  high  proportions  of  low-income  students  and  students  drawn  from 
minority  populations,  From  a  student's  point  of  view  the  major  dis- 
tinguishing characteristics  between  public  and  private  institutions  in 
New  York  State  is  their  level  of  public  support  and  consequently 
tuition. 

.  The  lareef  State  subsidy  of  public  institutions  permits  them  to 
charge  tuition  substantially  below  operating  costs.  Private  institutions, 
.  with  a  relatiyely  small  State  subsidy,  charge  much  higher  tuition 
roughly  oovenng  70  percent;  of  their  operating  costs. 
^  The  State's  new  student  aid  plan  is  designed  to  achieve  the  foUow- 
mg  objectives: 

{a)  To  extend  access  to  t)ostsecondary  institutions  to  all  high  school 
graduates,  regardless  of  economic  circumstances. 

(6)  Tojprovide  all  students  with  the  resources  necessary  to  attend 
poateecondary  mstitutions  that  best  meet  their  needs,  whether  the 
institutions  are  jpublic,  private,  or  proprietary. 

(o)  To  provide  all  institutions  with  a  reasonable  chance  to  com- 
pete on  a  prog[ram  and  qualitative  basis. 

^  (d)  To  design  aprogram  m  si^ch  a  way  as  to  complement  existmg 
institutional  and  Federal  programs  and  provide  minimum  bureau- 
cratic obstacles  to  student  participation. 

I  must  say  our  new  program  has  yet  to  meet  this  last  objective. 
Current  Federal  programs  make  it  hard  to  do  so.  ; 

Briefly  stated,  the  new  State  program  uses  an  expanded  tuition 
assistance  plan,  guaranteed  student  loans  and  categorical  scholarship 
programs  to  form  a  cornprehensive  system  for  financing  student  needs. 

ThB  expanded  State-Federal  partnership  for  guaranteed  loans  dem- 
onstrates how  State  and  Federal  programs  can  work  together  effec- 
tively. The  program  is  administered  by  a  State  agency,  uses  Federal 
loan  guarantees  to  hnplement  Federal  policy,  and  extends  the  scope 
of  the  program  using  state  funds  to  meet  special  State  needs.  Thus, 
Federal  and  State  policy  are  accommbdatedin  a  sijoigle  program. 

Federal  loan  guarantees  ate  available  to  alTstuderiM  regawless  of 
economic  circumstances.  Federal  subsidies  cover  interest  costs  of  loans 
for  stud^ts  in  college  who  come  from  families  with  incomes  of  $16,000 
or  less.  The  State  has  extended  the  scope  of  the  program  by  providing 
subsidies  for  four-sevenths  of  the  interest  costs  for  students  from 
/lamilies  with  incomes  of  $80,000  or  less  who  are  ineligible  for  Federal 
subsidies.  This  subsidy  applies  only  to  students  while  they  are  in  full- 
tune  attendance  and  for^  months  thereafter.  The  extenaecl  loan  pro- 
gram makes  sense  for  New  York  State.  The  basic  Federal  program 
usmg  a  State  agency  for  administration  made  it  possible. 

we  would  like  to  establish  the  same  State-Federal  partnership  ar- 
rangement for  student  erants,  but  we  find  that  impossible  because  of 
restrictions  governing  flie  Federal  basic  education  opportunity  pro^ 
gram.  Before  turning  to  that  issue,  let  me  describe  the  new  tuition 
assistanee  plan. 
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Under  the  plan  a  New  York  State  resident  attending  an  approved 
program  of  study  at  a  New  York  university,  college,  proprietary 
Sohw)l,  or  hospital  may  receive  a  basic  entitlement  grant  up  to  $1,500  a 
year.  The  exact  amount  of  the  grant  depends  upon  the  student's  eco- 
noraic  circumstances  and  the  tuition  level  of  the  college  he  attends. 
The  maximum  award  at  any  institution  is  the  lesser  of  tuition  or  81,500. 
The  maximum  award  is  available  to  students  in  the  lowest  income 
category.  The  award  is  reduced  as  mcome  rises.  Students  in  their  first  2 
years  ot  college  receive  a  slightly  higher  award. 

In  New  York  we  use  net  taxable  balance  as  a  measure  of  economic 
circumstances.  Net  taimble  balance  is  taxable  income  for  income  tax 
purposes  increased  for  such  excludable  income  as  tax-free  interest  on 
securities  and  depletion  allowances  and  reduced  to  take  into  account 
the  number  of  persons  in  a  family  attending  a  postsecondary  institu- 

^^^The^foliowing  examples  of  student  aid  illustrate  the  grant  levels  at 
several  types  of  institutions.  In  addition  to  net  taxable  balance,  the 
table  shows  the  roughly  equivalent  gross  income  for  a  family  of  four 
with  one  member  attending  a  postsecondary  institution. 

TABLE  I 

•  Award  levelsfor  freshmen  and 

sophomofes 

'^""""ftll  State  University 

Net  taxable  balance   Income  Private  college!  unlt» 

12.000  -  ;  "g  ggg  *1  380  '630 

ffl::::::::::::::::::::::::::::::::::::::::""^  }f>o8  '=118 

Ite:::::::::::::::::::::::::;:::::::::::::::::::::::::  '"^  ' 

» Pflvale  collage  ttiHhn  of  %\M  or  more. 

Mr.  Hollander.  Could  I  direct  your  attention  to  table  1.  You  will 
notice  the  student  with  income  as  low  as  $6,800  can  receive  a  $1,600 
State  award  at  a  private  institution  and  receives  a  $680  State  award . 
at  the  State  University,  which  is  the  full  tuition  at  the  State  Univer- 
sity unit.  As  income  increases,  the  award  level  goes  down,  but  goes 
down  from  that  basic  maximum  entitlement  so  there  is  always  a  dif- 
ferential between  the  award  for  a  student  at  the^hi^h-tution  institu- 
tion and  the  student  attending  a  low-tuition  institiition. 

So  one  of  the  objectives  of  the  program  is  also  to  equalize  tuition 
among  institutions  at  least  to  the  student.  In  addition,  students  may 
compete  for  flat  grant  awards  of  $280  annually  under  regents'  college 
and  nursing  schdarships  that  are  available  to  roughly  the  top  8  per- 
cent of  the  high  school  graduating  class.  Students  who  are  education^ 
ally  and  economically  msadvantaged  are  eligible  for  additional  cate- 
gorical State  student  aid.,  .  .       .«       v    j  •«  a«« 

The  new  expanded  tuition  assistance  plan  will  be  phased  in  one 
class  at  a  time  beginning  with  freshmen  in  the  fall  of  1974. 

King  the  next  aca&mic  year  a  New  York  State  freshman  from  a 
low-income  family  will  be  elijgible  for  a  combined  I^e^ejal-State  grant 
of  $2,860  in  publiJ  funds.  Thi^  amount  may  be  increased  to  $2,800  if  he 
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IS  also  a  regents  scholar,  or  more  if  he  is  admitted  through  a  State- 
sponsored  hiffher  education  opportunity  program. 

Additional  funds  are  available  to  students  from  institutional 
grants-— abont  $60  million  are  available  directly  from  over  200  New 
York  State  institutions— Federal  direct  loans,  Federal  work-study 
funds,  Fedei^l  supplementary  opportunity  grants  and  such  special 
iJ  ederal  and  State  programs  as  aid  to  dependent  children,  social  seen- 
rity,  veterans  benefits,  child  of  ..deceased  veterans  awards,  and  so  on. 

Assuming  the  full  funding  of  the  BEOG,  we  are  approaching  the 
time  when  adequate  funds  will  be  available,  but  the  student  seeking 
adequate  financing  faces  confusion  because  the  Federal  and  State 
student  aid  programs  each  continue  their  own  eligibility,  application, 
and  administrative  procedures. - 

^  Appendix  A  lists  the  documents  a  typical  student  must  complete 
in  order  to  apply  for  a  financial  aid  package.  You  will  find  that  five 
separate  applications  are  typically  required  of  a  student. 
.  We  considered  a  single  State-Federal  partnei-ship  for  student  aid 
as  one  alteriiatiye  as  New  York  developed  its  expanded  program,  but 
Federal  limitations  on  the  BEOG  program  made  this  approach  im- 

pOSSlDlOi 

We  then  surveyed  6,000  low-  and  middle-income  students  to  deter- 
mine if  we  could  structure  the  State  program  around  Federal  criteria 
for  measuring  economic  need.  A  summary  of  the  results  of  the  study 
IS  attached  as  appendix  B. 
Let  me  state  the  reasons  why^we  could  not  accept  Federal  criteria  j 
1.  The  Federal  program  was  relatively  limited  in  impact.  Less  than 
2-percent  of  college-going  costs  were  covered  by  BEOG  and  the 
campus-based  grant  program^,  and  when  fully  imple;  (ited,  the 
BEOG  program  nught  cover  only  3  percent  of  costs.  More  funds  are 
available  to  finance  students  through  programs  funded  under  the  Vet- 
erans  Administration  and  the  Social  Security  Administration  than 
under  Federal  campus^basei^.  and  BEOG  programs.  While  Federal 
student  aid  is,  helpful,  it  is  a  relatively  small  efi'ort  in  comparison  to 
State  and  institutional  efforts. 

-  2.  Uncertainty  in  Federal  funding  levels  limited  the  usefulness  of 
the  program.  Students  could  not  count  on  a  level  of  grants  with  rea- 
sonable  certainty. 

3.  The  Federal  needs  tests  were  found  to  be  complex,  inequitable, 
and  confusing.  r    >     n  » 

yS.®  ^'ederal  criterion  with  respect  to  asset  level  was  imprecise 
and  difficult  to  verify,  introducing  further  inequity  and  uncertainty 
into  the  process. 

6.  By  contrast,  we  found  net  taxable  balance,  which  is  our  method 
for  measuring  need,  to  be  ».  reasonably  valid  measure  of  economic 
need.  Most  important,  the  system  is  easily  understood  and  permits 
students  and  parents  to  nredict  award  amounts.  It  also  is  easy  to  com- 
plete  the  application  and  simple  to  verify  the  information  provided. 

Our  study  also  showed  that  if  we  shifted  to  Federal  criteria  for 
ineasuremcnt.  of  economic  circumstances,  we  would  be  taxing  the  value 
of  home  equity  of  the  ruiiiil  poor,  aid  to  dependent  children  under  the 
Social  Security  Act.  proceeds  from  life  insurance  policies  where  the 
head  of  the  houseimld  had  died,  and  the  accumulated  savings  of  elderly 
persons  planning  for  I'ctircment.  These  variables  ai'e  heavily  taxed  by 
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the  BEOG  pvogi'ftm  and  we  did  not  wish  to  include  them  in  the  Stnte 
grant  means  test*  ,  .,. 

Our  study  showed  that  for  low  and  low-middle-income  famihes, 
asset  holdings  and  nontaxable  income  were  not  related  to  total  income. 
Rather,  asset  holdings  were  related  to  where  persons  lived,  the  age  of 
the  head  of  the  household,  and  whether  the  head  of  the  household 
was  still  alive.  I  hope  you  will  i-econsider  whether  criteria  other  than 
taxable  income,  with  certain  adjustments  for  excluded  income,  are 
valid  measui*es  of  need  for  the  low-income  population  that  the  BEOG 
program  is  supposed  to  serve. 

I  respectfully  submit  that  the  Federal  student  aid  program  can  be 
effective  only  it  complements  State  and  institutional  efforts.  Federal 
policy  should  provide  stronc:  incentives  to  States  and  institutions  to 
augment  ^their  efforts.  Together,  rather  than  sepai'ately,  we  can  best 
serve  student  needs.  , ,   «  .        .  ^  i  i 

There  are  two  alternatives  available  for  a  genuine  State-Federal 
sharing  effort  in  providing  student  aid.        ^  ,      .  , 

The  program  for  Federal  matching  of  State  student  incentive 
grants  is  potentially  effective,  if  the  program  is  administered  in  ac- 
cordance with  congressional  intent  and  expanded  to  a  more  meaningful 
level.  Funds  from  this  program  will  help  in  a  small  way  to  finance 
New  York  State's  expanded  tuition  assistance  plan.  This  important 
Federal  program  should  be  extended. 

A  second  and  additional  possibility  is  to  restructure  the  Federal 
BEOG  program  so  that'  States  with  significant  student  aid  entitlement 
programs  may  have  the  option  to  coordinate  a  State-Federal  partner- 
ship along  the  lines  of  the  guaranteed  loan  program  model  in  New 
York.  Several  models  are  possible  and  I  am  told  at  least  one  will  be 
presented  to  you  by  other  speakers.  . 

We  strongly  support  the  continuation  and  extension  of  the  Federal 
BEOG  program  restmtured  as  indicated  above.  Congress  is  to  be 
commended  for  supporting  the  innovative  principles,  of  a  Federal 
entitlement  program  for  students.  As  a  new  program  it  has  its  prob- 
lems. We  hope  that  the  experience  of.the  last  year  suggests  that  a 
State-Federal  partnership  is  a  better  approach  for  administration 
than  the  separate  operation  of  Federal  and  State  entitlement  pro- 
grams designed  to  serve  the  same  students.  By  the  end  of  next  year 
almost  all  States  will  have  established  student  aid  programs.  The  con- 
tinuation of  uncoordinated  State  and  Federal  efforts  no  longer  makes 

Thank  you,  Mr.  Chairman.  ,  „ 

(Supplemental  statement  and  appendixes  follow :] 

SUPPLBMEN'MttV  StATEMKN*  Of  T.  fflDWAftt)  ttOlLANDBK,  DfiPUTV  COMMlSSlONEU  FOR 
MlOHBK  AND  PRO^BBSlONAt,  EDUCAWON,  NEW  YoRK  StATE  DEt»AtttMENT  Of 

BouoATioM  ON  Administration  of  StAw  Student  Incentivb  QaANt 

Mr.  Chalrinau,  may  I  add  one  concern  with  regard  to  the  administration  of 
the  State  Student  Incentive  Grant  Program  which  I  know  will  be  of  Interest  to 
you.  l?his  is  a  serious  case  in  which  the  administrntlon  of  tJoagresslonal  policy 
by  t SOB  will  be  inconsistent  with  Congressional  intent. 

We  flfo  mtteh  concerned  that  the  manner  In  which  the  tutted  States  Olllce 
of  Kdttcfttlon  intends  to  allocate  funds  for  tlie  State  Scholar  Incentive  Program 
for  Fi*  10T4  will  Work  to  the  detrlmeiit  of  the  inleiests  of  thirty-one  states.  A 
list  of  those  states  Is  attached.  The  issue  at  stake  is  the  dytewnlnfttlon  of  which 
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base  year  of  expenditure  by  the  state  Is  to  be  used  to  determine  eliglbUity  for 
Federal  allocation! 

As  Indicated  In  the  attached  correspondence  with  U.?.  Commissioner  John 
Ottina,  Appendix  C,  we  believe  that  the  Congressional  Intent  for  this  program  is 
the  states*  allotment  of  FY  1974  SSIG  funds  should  be  made  to  those  states 
with  operating  state  grant  programs  in  PY  1974.  The  Congress  must  have  in- 
tended  In  this  legislation  that  the  allocation  of  Federal  funds  in  any  year  would 
be  on  the  basis  of  the  expenditures  by  the  states  during  that  same  fiscal  year.  The 
intention  was  not  to  permit  the  allocation  on  the  basis  of  prospective  state  ex« 
penditures  for  the  succeeding  fiscal  year.  Yet  that  is  exactly  the  way  the  U.S. 
Office  plans  to  administer  the  program* 

Wo  have  no  disagreement  with  the  United  States  Office  of  Siducation  with 
regard  to  the  period  of  time  or  fiscal  year  In  which  the  Federal  funds  can  be  ex* 
pended.  Neither  do  we  have  any  disagreement  on  the  intention  of  the  law  to  en* 
courage  states  to  establish  new  sdiolar  incentive  programs  or  to  increase  tiieiv 
exi^sting  progrnms.  This  legislation  was  enacted  in  1972  and,  indeed*  any  states 
choosing  to  take  advaqtage  of  the  legislation  had  ample  opportunity  to  set  state 
programs. in  place.  Any  state  not  having  a  program  during  the  FY  1974^  had  the 
opportunity  to  esmblish  a  program  during  FY  1975  or  thereafter  and  be  eligible 
for  Federal  funds  in  the  fiscal  year  1976  or  years  subsequent  thereto. 

The  United  States  Office  of  Education  interpretation  of  the  year  of  state  ex* 
penditure  to  be  selected  for  allocation  of  Federal  funds  has  the  net  effect  of  (1) 
penalisslng  those  states  with  programs  in  effect  during  the  same'  fiscal  year  in 
Which  the  Federal  funds  were  appropriated ;  (2)  actually  decreasing  the  total 
amount  of  money  which  will  flow  to  the  several  states  in  this  program  in  the  long 
haul ;  and  (3)  establishing  a  gross  inequity  for  any  state  not  currently  having  a 
state  program  but  establishing  one  during  the  fiscal  year  1976.  Points  two  and 
three  need  some  elaboration. 

With  regard  to  point  two»  we  point  out  that  the  Administration  has  Mowed 
a  path  on  this  program  to  attempt  to  slow  down  its  implementation  and  to  keep 
expenditures  as  limited  as  possible.  First  the  Administration^  in  effect^  tried  to 
Impound  these  funds  and  is  only  making  them  available  at  the  Very  end  of  FY 
1974.  I  point  out*  in  addition*  that  the  Administration  has  not  even  proposed  a 
continuation  of  this  program  for  FY  1975.  The  net  effect  of  the  Administration's 
decision  with  regard  to  which  fiscal  year  is  chosen  for  state  expenditures  i^esults 
in  the  fact  that  those  states  eligible  during  FY  1974  on  the  basis  of  expenditures 
for  1974  will  be  short-changed  in  the  amount  of  more  than  $3  million.  Those  states 
in  FY  1976  would  continue  to  'receive  that  amount  of  money  and  additional  sums 
for  any  added  expenditure  for  those  state.».  The  states  which  have  established 
programs  to  begin  in  FY  1975  woUld»  of  course  be  eligible  for  new  Federal 
funds  in  that  fiscal  year.  By  its  implementation!  USOE  is  attempting  to  gHnd 
down  the  total  amount  of  money  made  available  to  the  states  for  this  important 
program.   '  ' 

With  regard  to  point  three»  I  note  that  under  the  USOB  Interpretation  any 
state  not  now  having  a  state  program  but  establishing  one  afer  June  80»  197^» 
would  be  Ineligible  to  receive  any  of  the  Federal  funds  appropriated  for  FY  1976. 
Since  USOQ  is  considering  that  the  allocation  of  Federal  fiscal  1974  funds  is 
based  on  state  fiMcal  1975  expenditures*  it  follows  that  USOG  would  consider 
the  distribution  of  Federal  fiscal  1975  funds  on  the  basis  of  Fiscal  1976  extmndl* 
tures.  The  state*  therefore*  that  establishes  a  program  during  FY  1976*  is  ineligible 
to  receive  any  Federal  fiscal  funds  during  that  year.  That  state  would  have  to 
wait  until  Federal  year  1976*  at  which  point  its  expenditures  from  FY  1977 
would  bo  used  to  determine  Its  entitlement.  That  was  certainly  not  the  intention 
of  the  Congress, 

The  entire  interpretation  of  USO£}  on  using  prospective  expenditures  to  allot 
funds  is  inequitable^  unscundi  and  completely  contrary  to  the  intention  of  the 
Congress.  I  urge  you^  Mr.  Chairman*  and  the  members  of  the  Committee  to  move 
immediately  in  contacting  Secretary  Weinberger  and  Commissioner  Ottina  for 
a  reversal  of  the  decisions  made  In  USO£}  with  regard  to  the  year  of  expenditure 
by  the  states  in  order  to  determine  the  Federal  allotment.  Thank  you. 

States  which  initiate  grant  programs  in  1974*'75  should  be  recognlvsed  through 
a  FY  1975  SSIQ  appropriation.  1  am  presenting  a  table*  undein  Appendix  D*  which 
dehionstrates  the  effect  of  continuing  the  FY  1974  allocation  to  the  31  states 
with  state  grant  programs  in  effect  in  1978-^74.  For  many  of  the  81  states  listedi 
the  increases  under  the  suggested  allocation  system  are  slgniflcatit. 
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Appendix  B 

Financial  Aid  toz  New  York  Statb  Sxtn)BNTS«-S0MMABV  of  Majoe 

Findings 

ssonoN  t 

Section  I  ptovided  a  statistical  overview  of  tlie  Regents  Stuaent  Assistance 
Programs  for  1972-73*  Changes  In  the  program  have  occurred  since  the  last  report 
to  the  Governor  and  the  Legislature  on  the  status  of  the  programs  (1969-70). 
Since  the  last  report,  the  maximum  scholar  incentive  payment  wad  increased 
from  $600  to  $600.  Minimum  awards  of  $100  were  eliminated  for  those  students 
from  families  with  adjusted  net  taxable  income  of  more  than  $20»000« 

Totai  Amrda  Ate  Up  $14^S  Million 

Votal  awards  under  all  programs  have  risen  from  $68.2  million  in  l969-»70  to 
$82.B  milUon  in  1972-^78.  Almost  aU  of  the  Increase  has  been  In  the  scholar  incen- 
tive award  program.  Average  undergraduate  scholar  incentive  payments  rose 
from  $170  to  $235  and  the  average  graduate  payments  rose  from  $311  ^  $346 
between  1969-70  and  1972^78» 

Pavme^iU  at  Prlmte  CoUegea  Level  Off 

a?he  distribution  of  scholar  incentive  payments  reflects  the  shift  in  the  pro- 
portion of  students  from  the  private  to  the  public  sector.  In  196^^70  48.9%  of 
the  scholar  incentive  payments  were  made  to  students  In  independent  colleges; 
this  past  year  the  percentage  was  down  to  39.8%  The  students  at  private  colleges 
sustained  an  even  greater  decrease  in  terms  of  the  proportion  of  the  total  dollar 
value  of  scholar  Incentive  payments.  In  1969-70i  861%  of  the  total  scholar  Incen* 
tlve  dollars  went  to  students  at  private  coUegeSi  whereas  only  85%  of  the  total 
scholar  Incentive  amounts  went  to  students  at  private  colleges  in  1972-78«  During 
the  three  year  periods  total  dollar  value  of  scholar  incentive  payments  rose  by 
aUnost  40%  because  of  the  Increased  scale.  However,  total  scholar  Incentive 
'dollars  to  private  college  students  rose  by  only  6.6%,  while  the  total  scholar 
incentive  dollars  to  students  at  State  University  campuses  including  community 
colleges  rose  71%* 

Scholar  tiimtiw  Pavmenti  Do  Vfoi  Bquatisid  VuHioft  Ohatm 

lu  1972-78  the  average  payment  was  $248  to  students  at  private  colleges  and 
$206  to  students  at  State-operated  campuses.  If  State  University  Scholarships 
and  partial  tuition  waivers  are  Included  with  scholar  incentive  grants,  State 
Vtolvorslty  students  iiecelve  State  non-competitive  tuition  subsidies  that  are  al* 
most  ««ual  to  the  average  amounts  awarded  to  students  at  private  colleges* 
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AWlnoreamiNumiar  of  JiogmU  Soholanhip  HoUlera  are  AttemHuff  State  VnU 
vetsity  oampuaeB 

The  distribution  of  Regents  College  Scholarship  holders  also  has  clmnged. 
In  196&-'70  49.5%  of  the  scholarship  holders  attended  private  colleges ;  In 
the  figure  was  down  to  42.6%.  This  represents  a  decline  in  actual  numbers  of 
almost  4,800  students,  or  13.5%  betwei&n  1969-70  and  1072-78, 

More  Students  Use  Awards  at  the  State  Vnlversitv 

Differences  exist  in  the  iwrcentage  of  New  York  Staters  residents  who  use  the 
Regents  program  in  the  different  sectors,  An  estimated  80%  of  the  New  York 
State  residents  attending  State  University  camimses  receive  scholar  incentive 
or  Reffents  Scholarship  payments.  At  the  np^tate  community  colleges  tlie  per- 
centage is  66%,  and  at  the  private  colleges  the  percentage  is  63%.  The  difference 
between  the  i)erceritages  for  SUNY  and  private  colleges  results  from  a  larger 
percentage  of  the  students  at  private  colleges  being  ineligible  because  of  high 
income. 

SECTION  11 

}iot0  Scholar  tneenttve  Recipients  Finance  Cotlege  Costs 

The  second  section  of  this  report  deals  with  a  study  of  scholar  incentive  re* 
cipients.  The  research  objectives  fell  Into  three  broad  categories:  (1)  to  deter^ 
mine  the  cost  of  college  attendance,  (2)  to  determine  the  financial  strength  of 
families  of  scholar  incentive  award  holders,  and  (3)  to  determine  the  resources 
used  by  scholar  Incentive  award  holders  to  finance  their  cost.  Five  thousand 
students  were  sampV^,  by  randomly  drawing  100  students  from  each  ot  60 
representative  New  ^  m^c  State  Institutions  of  Higher  Education.  A  question- 
naire was  administerta,  and  a  useable  return  tate  of  79.7%  was  achieved  for  the 
private  colleges,  70.5%  for  the  State  University  campuses,  and  53.9%  for  the 
upstate  community  colleges. 

DemoffrapMo  DWerences  Bc^lst  Between  Public  and  Private  College  Scholar 
Incentive  Award  Recipients 
Scholar  incentive  students  at  private  colleges  tend  to  tie  slightly  younger  than 
the  students  at  State  University  campuses.  Students  at  the  public  colleges  tend 
to  come  from  larger  families  than  do  the  students  at  private  colleges.  More  than 
half  of  the  total  number  of  children  in  the  families  of  the  Scholar  Incentive 
Award  holders  sampled  are  college  students.  Private  colleges  have  a  much  larger 
proportion  of  male  students  than  female  students;  th^  reverse  Is  true  at  State 
University  ^impuses.  58.1%  of  the  S.I.  holders  sampled  at  private  colleges  are 
males  while  42.5%  at  State  University  are  male^  and  48.9%  at  community  colleges 
are  males» 

Average  L*mfiy  Income  and  Assets  are  Simitar  fbr  Scholar  JncentU>e  Award 
Reotplenth  at  SVN^y  and  Private  OoltCffeU 
The  ^^vra^e  Income  and  asset  levels  for  the  scholar  incentive  holders  at  private 
and  at  State  rniverslty  campuses  were  quite  similar,  while  'S*I.  holders  at  com- 
munity colleges  tended  to  be  lower  on  aU  Income  and  asset  variables  except  for 
the  value  of  residence  e(iuity.  The  higher  average  for  students  at  cmnmuntty 
college?  h  the  result  of  a  higher  percentage  of  community  college  families  own- 
ing the]^'  own  home.  Most  of  the  community  college  students  are  from  rural  areas 
where  ix^^i'e  ownership  is  prevalent.  However,  In  the  private  sector,  fewer  stti- 
dents  ni^  cHglble  to  receive  awards  than  in  the  other  sectors.  The  following 
table  khoWs  these  averages : 


AVERAQS  FAMILY  INCOME  AND  ASSETS 

SUNY 

Cdmmuniiy 
cottogds 

14  89$ 
9i887 

i^M 
It  897 
15.715 
6,S69 
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The  cosia  of  coHege  attendance 

The  first  major  poi-tion  of  the  study  of  scholar  Incentive  hoUUn's  dealt  with  the 
costs  facing  college  students  and  their  fatnlUes.  Tuition  us  well  ns  nou-tultloii 
costs  were  considered. 

Tuition  Charges  Vary  Stgniftcantly  Among  Seotora  and  Within  the  Private  Sector, 
A  substantial  tuition  difference  between  DUbUc  and  private  colleges  exists. 
However,  a  significant  range  of  tuition  I'ates  occurs  at  the  Private  colleges.  T^^^ 
tuition  charges  for  the  private  colleges  In  the  sample  range  from  $1,000  to  $3,200 
per  year. 

the  Average  Non-Tuition  Ooata  also  miter  hy  Sector 

The  higher  average  non-tultlon  cost  for  State  University  students  results  prl« 
marlly  from  the  large  Dercentage  of  State  University  students  who  are  resident 
rather  than  esmmuter  students.  41%  of  the  students  at  private  college  were  com- 
muters, while  only  12%  of  the  students  at  State  University  campuses  were  com- 
muters, and  80%  of  the  students  at  community  colleges  were  commuters. 

Amount  a  toie  Financed  hy  Studenta  and  Parenta  Vary  hy  Sector 

The  average  net  cost  to  be  financed  by  students  and  their  parents  was  also 
determined.  Net  cost  Is  total  cost  less  all  grants  to  the  students.  The  average 
S  Lost  at  prfJate  colleges  wad  found  to  be  S2,900,  while  at^  State  Univer^ty 
cauu)uses  It  was  $2,198.,  and  to  community  colleges  It  was  $1,61 «.  The  following 
table  shows  total  cost  and  cost  and  costs  less  grants } 

AVERAGE  COSTS  AND  FINANCINQ 


Cofflinunity 

Private        SUNV  college 


Average  tuition.   S 

Average  nontultlon  cost    Lz! 

  4,183  2,831  2,095 


Average  total  cost. 


rM«,«   1.223  633  m 


Subtotal. 


1,853  1,136  695 


Amount  to  be  financed  by  students  and  parents   2,330  1,400 

Pamity  Fimnotul  Strength 

A  sfcond  area  of  the  study  of  scholarship  Incentive  holders  dealt  with  family 
flnanelttl  strength.  More  specifically,  It  sought  to  assess  the  validity  or  usefulness 
of  the  net  tajTable  income  means  test.  At  present,  payments  under  he  current 
programs  are  scaled  aeeordlng  to  the  net  taxable  Income  of  the  family.  Several 
other  more  cotnplex  means  analysis  systems  have  been  «»tgge8t-*!j.  These  would 
reuuire  parents  to  provide  data  on  gross  income  from  taxable  and  non-taxable 
soiii'r'jg,  reside'tce  equity,  other  assets,  and  such  other  items  as  the  value  of  life 
Insurance  policies. 

A  ttigh  HeiaHoH  thtp  I-U'lats  lint  ween  ilei  and  Oroaa  liwomca 

The  correlation  coefficients  between  net  taxable  income  and  gross  taxable  income 
were  foutul  to  be  .81  for  tlie  families  of  students  at  private  colleges,  ,82  for  the 
families  at  State  tiilvei-sity  campuses,  and  ,80  for  the  fatuilies  of  students  at 
community  colleges.  Thus,  the  relationship  between  net  taxable  Income  and  gross 
income  Is  quite  high. 

There  la  No  Positive  Retattonahip  Between  fateabte  and  mn^Tawabte  Inoon^e  . 

The  relationship  between  income  from  non-taxable  sources  and  net  taxable 
income  was  also  determined.  Rarely  did  families  deceive  $2,000  or  more  in  non- 
taxable income.  At  the  private  colleges  only  0%  received  $2,000  or  more,  at  state 
University  campuses  only  8%  received  $2,000  or  more,  and  at  community  colleges 
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18%  received  $2,000  or  more.  A  negative  correlation  was  found  between  non- 
taxable Income  and  net  taxable  Income*  In  other  words,  non-taxable  Income 
sources  such  as  social  security^  tend  to  go  to  families  with  low  taxable  Income, 
Correlation  coefficients  were  -.27  at  the  private  colleges,  -.18  at  the  State  Uni- 
verity  campuses,  and  **«i86  at  the  community  colleges*  Looked  at  another  wayi 
68%  of  the  cases  that  showed  non-taxable  income  of  $2,000  or  more  at  the  private 
colleges  had  net  taxable  incomes  under  $2,000.  At  the  State  University  the  com- 
parable figure  was  58%,  and  at  community  colleges  the  comparable  figure  was 
61%.  Inclusion  of  non-taxable  income  in  the  State  means  t^st  would  have  a  major 
impact  on  low  ineome  social  security  holders.  The  State  would  save  grant  funds 
on  a  relatively  small  proportion  of  the  total  college  going  population,  most  likely 
from  families  where  the  principal  wage  earner  Is  deceased  or  retired. 

There  Is  No  Stranff  BelaUenship  Between  Assets  and  Inome 

The  relationship  between  assets  and  net  taxable  Income  was  also  examined.  No 
relationship  was  found  between  income  ana*assets,  Thus,  if  an  asset  computation  • 
wer^  built  Into  the  State  means  test,  the  tax  would  not  be  placed  on  an  Income 
mated  factor  but  rather  on  such  other  factors  as  frugality  or  inheritances. 
Fttrthermore,  requiring  families  to  report  assets  and  to  use  a  portion  to  finance 
college  costs  would  not  result  in  a  significant  saving  to  the  State. 

A  slightly  stronger  correlation,  althou^i  stUl  not  a  significant  one,  exists 
between  net  taxable  income  and  the  value  of  the  home.  The  Correlation  coefficient 
is  .24  among  the  families  at  private  colleges,  »2S  among  the  families  of  students 
at  State  Upjyersity  colleges,  and  »85  among  the  families  of  students  at  com* 
munlty  collefet'*^.  As  mentioned  earlier,  a  higher  proportion  of  the  families  of 
community  college  students  seem  t^  own  their  homes,  as  they  are  from  non-urban 
areas»  It  would  seem  reasonable  to  exclude  the  value  of  a  family  home  from  a 
means  test  as  it  cannot  be  readily  converted  to  a  means  to  finance  college  costs^ 
if  not  an  income  related  variable,  and  seems  to  be  related  to  such  other  factors 
as  whether  or  not  the  student  lives  in  an  urban  or  rural  area. 

Use  of  the  Cutrent  State^TMahte  Income  Ue<im  Test  Should  Be  ConUmed 

Considering  the  extremely  large  number  of  students  who  receive  State  grants, 
and  that  net  taxable  income  is  a  reasonable  measure  of  a  family's  financial 
strength,  it  would  be  preferable  to  retain  the  current  simple  system  rather  than 
to  establish  a  more  complicated  system  that  takes  into  account  variables  which 
eatmot  be  easily  verified  and  would  tend  to  be  characteristic  of  low-income 
families. 

The  Income  Adiustment  for  Famitie^  With  More  Than  One  Student  in  College 
Should  Be  Changed 

The  current  State  means  test  should  be  amenUed  itt  cases  where  more  than  oni 
member  of  the  family  is  attending  college*  Currently  the  net  fexable  income  oV. 
patents  is  divided  by  the  numbei^  of  chUdf  en  in  college.  This  procedure  In  inequi- 
table, since  it  provides  the  greatest  deductions  to  those  with  the  highest  Incomes. 
The  study  found  scholar  incentive  holders  whose  gross  family  income  exceeds 
$40,000.  Approximately  S%  of  the  scholar  incentive  recipients  are  from  families 
with  gross  incomes  of  $28,000  or  mote.  A  system  of  applying  a  flat  deduction  of 
$3,000  tot  the  first  additional  family  member  In  college,  and  $2,000  for  each 
additional  family  member  in  college  would  not  only  be  more  equitable  but  would 
^ve  the  State  significant  amounts  in  grrtnt  payments.  The  proposal  of  the 
Regents  would  have  <»ost  $10  mllllott  more  had  this  change  not  been  made.  ^ 

Paitemi  of  Financing  College 

Tie  final  portion  of  the  study  d$alt  with  the  patterns  of  financing  college.  The 
data  were  analysjed  In  three  waysj  (1)  to  show  aid  funds  by  type  and  source, 
(2)  to  show  patterns  by  year  In  ipoUege,  and  <8)  to  show  patterns  by  income  level. 

Sources  of  Financial  Aid  Funds 

The  following  table  shows  a  summary  of  the  different  sources  of  aid  funds  used 
by  students  in  the  dtfferentsectors« 
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FINANCINQ  PATTERNS  BY  SECTOR 


Private 

SUNV 

Commiinity 
coiiege 

  $534 

1441 

42 

•503 

1284 

  1,853 

1,136 

695 

New  York  State  is  the  Maior  Source  of  Orant  Funds 

More  grant  funds  are  provided  by  the  Stai/  than  any  other  source  In  sMPPOf* 
of  scholaif  incentive  holders.  The  State  grants  Include  Scholar  mcentU-e,  Regents 
Scholarships,  State  University  Scholarship  and  Partial  Tuition  Waiver  Awards 
as  well  as^tate  grants  provided  to  institutions  for  special  Programs  for  dis- 
advantaged  students:  Higher  Education  Opportnulty  Program  (HBOp  .M^^^^ 
tlonal  Opportunity  Program  (BOP),  and  Search  fw  Education,  Elevation.  aM 
Knowledge  (SEEK).  Special  program  students  at  private  colleges,  despite  higher 
costs,  received  significantly  less  in  student  financial  aid  through  the  programs 
than  the  opportunity  students  at  State  University  campuses. 
Federal  Stuient  Aid  Granta  Are  low 

Federal  grants  are  somewhat  less  Important  than  State  grants,  ejspeclally  the 
programs  administered  by  the  U.S.  OflSoe  of  Education  such  as  the  Basic  Educa- 
tSl  Opiwrtunity  Grant  and  Supplemental  Educational  Opportunity  Grant  Pro- 
S-ams.  &  percent  of  Federal  funds  to  student  at  the  private  colleges  were 
from  the  Veterans'  Administration  and  the  Social  Security  Administration.  These 
agencies  provided  almost  80%  of  the  federal  funds  awarded  to  students  at  the 
public  colleges.  The  U.S.  Office  of  Education  Programs  (the  Federal  student  grant 
programs)  financed  leas  than  2%  of  the  total  costs  at  the  private  and  State 
University  campuses.  A£i:er  State  grants,  Social  Security  payments  rank  as  the 
most  important  source  of  grant  funds  for  students  at  the  public  colleges.  At  the 
private  colleges,  the  major  source  of  grant  funds  other  than  State  grants  was 
grants  from  college  funds.  . 

mther  state  Grants  nor  Federal  Grants  £!quaUee  Costs  Among  Sectors 

Neither  State  grants  nor  Federal  grants  vary  significantly  among  sectors  in 
retatton  to  costs.  The  single  exception  is  State  grants  at  community  colleges, 
which  are  lower  because  of  low  tuition  rates  and  the  low  number  of  Regents 
Scholarship  winners.  ,      ....        ^   j   »  *i 

Private  colleges  try  to  equalize  costs  by  using  their  own  funds.  Institutional 
grants  at  private  colleges  accounted  for  almost  ohe-third  of  the  total  grants. 

Student  Loans  m  the  Second  Most  tmportant  Source  of  A{d 

Virtually  all  student  loans  are  from  governmental  sources.  The  loans  taken 
out  by  private  college  students  cover  a  lower  proportion  of  costs  as  compared  to 
the  loans  taken  out  by  State  University  students.  Borrowing  is  somewhat  lower 
at  the  community  colleges  than  at  the  4'ycar  colleges.  Community  college  students 
earn  more  than  they  borrow. 

l^li-n  LOANS 


Privat0« 

mi 

community 
collage 

$830 
55 

<503 
til  088 

m 

1894 

I  .I  1. '    .1         f  -' 

Many  Students  "Work  to  Finance  Ooltdge  Costs 

Far  more  community  (ioUege  students,  worked  dttrlag  academic  year  in 
order  to  finance  theli-  college  costs  compared  to  students  at  iwlyate  and  state 
University  campuseij.  Thus*  community  college  students  show  a  clear  pref  erence 
for  Jobs  as  a  means  for  financing  college.  Another  f  actot  inherent  here  may  be  that 
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cominunlty  c  allege  studontH  are  more  likely  to  have  jobs  available  since  they  do 
not  leave  their  home  town  in  order  to  attend  college.  The  percentage  of  students 
wovklng  during  the  summer  and  during  the  academic  year  varies  among  the  three 
sectors. 

' .  r:^^.NTAQE  OF  STUDENTS  WORKING 


Private 

SUNY 

Community 
college 

82 
21 

7S 
42 

Coordination  of  Finanvial  Aid  Program  Ooutd  Be  Improved 

Presently,  students  must  rely  on  a  wide  variety  of  sources  in  order  to  finance 
college  costs.  However*  it  appears  that  few  aid  recipients  fall  outside  of  tho 
pool  of  State  grant  recipients.  Thusi  it  would  be  possible  to  achieve  greater  co« 
ordination  by  combining  programs  under  the  aegis  of  the  Regents. 

Financing  Pattemi  hp  OtasB  Year 

Students  do  not  receive  more  in  non«state  grants  as  they  progress  through 
college*  nor  do  they  borrow  more.  Regents  Scholarship  payments  slightly  to 
upper  division  State  University  students  because  of  the  increased  tuition  charge 
to  upper  division  students. 

Students  Bam  More  aa  Theif  Progress  Through  College 

Summer  earnings  increase  aigniflcantly  as  students  progress.  Average  ^arn* 
ings  increase  by  more  than  $100  per  student  between  the  freshman  and  sopho« 
more  years  and  by  approximately  $200  between  the  freshman  and  senior  years. 
Academic  year  earnings  also  rise  as  students  progress  through  college^  At  the 
private  and  State  Uhiversity  campuses  academic  year  earnings  almost  triple 
between  freshman  ahd  sophdmore  years  when  averaged  over  all  cases.  Tnls 
results  from  two  factors  \  larger  numbers  of  students  working  and  those  working 
earning  larger  sums.  Students  are  able  to  earn*  as  an  overall  average*  almost 
$400  more  in  their  senior  year  as  compared  to  their  freshman  year  In  private 
colleges*  and  almost  $260  more  at  State  University  campuses. 

Parental  support  by  clasi?  year  remains  fairly  constant  at  private  colleges; 
parental  support  by  class  year  declines  at  State  University  campuses.  Both 
pttbUe  and  private  college  students  increase  earnings  In  the  upper  division. 
Parents  of  ^^tate  University  students  tend  to  reduce  their  support  as  the  students* 
earnings  increase. 

Mmtt  College  Sentors  Are  Deeply  in  Debt 

By  the  time  SI  holders  get  to  their  senior  year  significant  numbers  of  them 
are  in  debt  for  large  amounts. 

CUMULATIVE  INDIBTEDNESS  OP  SENIOR  St  HOLDERS 


SUNY 

""■"Wis 

$t,743 

It.  299 

«t»vohty  percent  of  senior  St  holders  at  four-year  colleges  have  ;ikirrowed,  The 
mean  loan  for  setilors  at  private  colleges  who  borrowed  is  almtd  $8,200 1  the 
mean  loan  for  seniors  at  public  campuses  who  borrowed  Is  ovef'  1^2,600.  These 
levels  are  <iulte  high  i  It  atay  not  be  possible  to  greatly  Increase  the  use  of  loans 
to  flnnhce  college, 

Ptnamtng  PaitemB  by  tncom  Lmt 

The  study  also  analyjied  financing  patterni^  by  Income  leveh  It  was  found  that 
a  strong  relationship  does  not  exist  between  income  and  many  sources  of  financial 
aid. 
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There  in  Low  Comtatlon  Between  Income  and  Non*8tate  Omni  Awards 

WliUe  ithero  Is  u  retatiuimliip  between  net  taKuble  income  mul  gvnnt  pnynients* 
other  than  Scholar  Incentive  and  Regents  Seholar$«hip  payments,  the  relation* 
ship  is  not  as  strong  «s  had  been  exi)eeted.  While  the  highest  grants  go  to  low 
income  students,  there  is  a  surprising  leveling  that  takes  place  between  the 
$4,000  and  $12,000  income  levels,  rather  than  a  continuous  sloping  downward  oi! 
tl)e  grants  as  income  risef^.  The  correlation  coefficients  between  net  taxable  income 
and  total  grants  «re  —.37  at  the  private  colleges,  —.38  at  the  State  University 
colleges.'  and  —.34  at  the  community,  colleges.  It  is  apparent  that  many  grants 
are  still  a^carded  according  to  factors  other  than  family  income. 

Income  Predicts  the  Amount  of  Scholar  Incentive  Grants 

Tliore  is  a  high  correlation  between  the  amount  of  scliolar  Incentive  payments 
and  net  taxable  income  as  well  as  gross  income. 

Low  Income  Students  Receive  Fewer  Reffcnts  Schofarnhliis 

Tlie  correlation  between  income  and  Regents  Scl\olavslUp  payments  is  weak. 
At  the  private  colleges  tlie  correlation  is  —.21,  at  State  University  Campuses 
it  is  •-.ll,  and  at  the  community  colleges  it  is  •-^.Ol.  Although  low  income  stu* 
dents  can  receive  larger  Regents  scholarship  payments,  far  fewer  income  stu* 
dents  win  Regents  scholarships.  Thus,  the  correlation  is  weak.  At  the  private 
colleges,  31%  of  students  in  the  $0-'2,000  net  taxable  Income  group  receive 
scholarships,  whereas  42%  of  the  students  in  the  $2,000-'$16t000  income  group 
receive  scholarships.  Forty-nine  percent  of  the  students  from  families  witlt  in« 
comes  in  excess  of  $10,000  receive  Regents  Scholarships. 

There  is  a  very  high  correlation  between  income  and  the  actual  amount  of 
Regents  Scholarship  payments. 

A  Poor  BeWionsMp  Between  Income  and  Federal  Grants  tSfx^Ms  Bven  Thouffh 
the  Pederut  Grants  Are  Targeted  at  Low  Income  Students 
Federal  Grants  are  not  strongly  related  to  income.  Although  grants  tend  to  go 
to  low  income  students,  most  low  income  students  do  not  receive  grants.  Thus, 
the  overall  relationship  is  weak. 

There  is  no  RelatiotisMn  Bet  ween  Income  and  Loans  and  Work 

When  student  earnings  and  the  amounts  they  borrowed  were  analyssed  by 
income  level,  it  was  found  that  no  relationship  existed  between  net  taxable  in* 
come  and  these  variables.  It  Is  not  until  the  highest  income  levels  that  loans  begin 
to  taper  off  at  the  private  colleges.  New  York  State  Higher  Education  Assistance 
Corporation  liOans  are  randomly  distributed  in  relation  to  income. 

Parental  Support  Is  Related  id  Income 

As  would  he  expected,  parental  support  rises  as  net  taxable  incotne  rises.  Tlie 
correlation  coefficient  was  found  to  be  .00  at  the  private  colleges,  .53  at  State 
University  colleges,  and  only  .33  at  community  colleges.  The  lower  correlation  at 
the  community  colleges  results  from  parental  support  leveling  off  rapidly  because 
the  college  costs  do  not  require  increased  parental  inputs. 

AmNDix  0 

TMIJ  UNIVfiRStTV  OP         STAtM  OP  XfciW  1*0KK, 

Athann,  NX,  May  3,  mfi. 

Mr.  JfottM  OtTiNA, 

tf.fif.  Oomm,tssion/er  of  Mucatton, 

Deparinmi  of  Hmltht  MucatioHt  and  Welfare^ 

Office  of  Mucatio%  Washinoton^  b^O* 

T>un  Mtt.  OxTiNAs  As  you  are  awar^.  New  York  State  has  submitted  a  state* 
ment  of  its  intent  to  participate  in  the  State  Student  Incentive  Grant  (Program. 

In  this  connection,  it  is  apparent  from  the  application  form  and  from  the  draft 
regulations  that  the  Office  of  Edttcation  interprets  the  FY  14  appropriations  as 
applicable  to  State  expenditures  in  FY  76. 

We  wish  to  take  this  opportunity  to  register  our  strong  objections  to  this  In* 
terpretation,  which  will  ofivlously  penalisee  New  York  State  and  all  other  states 
that  have  operative  programs  during  FY  74.  To  the  ei^tent  that  ih^  already  inade* 
(tuate  FY  74  appropriation  is  used  to  reimburse  states  for  programs  first  Initiated 
in  FY  76,  the  final  total  allotment  to  tlie  other  states  must  be  reduced. 
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burL^l^ho'li'iJf  ^J^tX  ^K^l  ^'^  appropriation  was  to  relm. 

EJ  f„  exponaitures,  and  that  the  approprintloa  should  be 

Eiw  Jilf^^Sl^"'''^^®'  States  tt»at     "ot  have  operative  programs  in  F?  74 

7Ta^ip^op«r     '  approp^rlatlon.  ^53^ 

wlMltdWYW ei^^^^^^^  appropriation 
Sincerely, 

GoBOON  M»  Ambaoh, 
4o«nif  (7omml»a<oner  0/  Education. 

DmttTMENT  OF  Health,  Bowation,  and  Wei^ark, 

Offzob  of  Education, 
Dr.  GORDON  M.  Ambaoh.  WasMngton,  D.C,  Map  «S.  lOV, 

Aotinff  OommiSBifmr  of  EducatUmt 
State  Bduoattm  Department, 
Altanv,N.Y, 

Deah  Commissioner  Ambaoh  !  Thank  you  for  your  letter  of  May  3  in  which 
^^'"'^^  '^^^^  Interest  In  participating  In  ttjfstateStS 
Incentive  Grant  Program,  and  In  which  you  rilsed  the  Issue  of  this  program  as  a 
vehicle  to  reimburse  States  for  previous  efforts  versus  its  use  as  an  Inducement 
to  encourage  States  to  establish  or  expand  student  assistance  pwgrama. 

The  present  legislation  merely  establishes  a  final  date  for  the  expenditure  of 
appropriations  and  Is  silent  on  when  States  may  spend  those  funds.  However. 
«''^*.^«i'?J?i®/«t'*an^.retroactlve  funding  Is  consistent  with  the  provisions  of  Sec- 
tlon  415A(b)(3),  which  states  in  part:  "Sums  appropriated  .  . .  for  any  fiscal 
year  shall  remain  available  for  payments  to  States  for  the  award  of  student  grants 
under  this  subpart  until  the  end  of  the  fiscal  year  succeeding  the  fiscal  year  for 
which  such  sums  were  appropriated." 

legislation,  combined  with  a  recognition  of  the  time 
required  to  establish  State  programs,  were  reflected  in  my  March  22  letter  to 
toe  Governors  of  the  States  and  Territories.  In  eliciting  their  interest  in  having 
their  States  participate.  I  pointed  out  that  States  which  do  not  already  have  pr<> 
grams  for  expansion  may  exercise  their  option  to  participate  by  developing  ap- 
propriate new  programs  by  March  31, 1976.  In  keeping  with  the  legislation,  the 
regulations  which  are  in  the  final  stages  of  clearance  with  DHBW,  provide  for 
reailotments  to  be  made  from  funds  released  by  those  States  which  do  not  choose 
to  participate  and  those  which  are  unable  to  match  their  initial  entitlement. 

I  am  sure  (liat  New  York's  sseal  for  its  own  State  scholarships  program  will  be 
tempered  by  a  recognition  that  some  other  States  need  time  to  develop  initial 
programs  befoife  their  allotments  are  withdrawn  and  reassigned  to  State  agencies 
eligible  to  receive  them. 

We  appreciate  our  comments  and  look  forward  to  Wttrking  with  your  State 
agency  on  this  promising  Federal-State  venture  to  provide  substantially  needy 
undergraduates  with  the  assistance  they  need  for  higher  postsecondary  education. 
Sincerely, 

,  ,  John  OsvtttA, 
tf,S,  OommiaBlone)'  of  Muoation, 
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ESTIMATED  DISTRIBUTION  OF  FISCAL  YEAR  1974  8SI0  FUNDS  ($19,000,000)  FOR  31  STATES  OPERATING  STATE 

'  GRANT  PROGRAMS  IN  197H4 
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Totti  i  '        >  18,998,064  15,860,024  3,135,040 

1  Total  is  l9ss  than  $19,000,000  dus  to  rounding. 

Ml'.  O'Hara.  Thank  you  vei'y  much,  Mr.  ttoUaiider.  The  gentleman 
from  Oregon  has  to  leave,  so  I  am  going  to  permit  him  to  question  the 

Mr.  DEUiBNBACK.  I  appreciate  that.  I  apologize  again  for  havmg  to 
mix  up  committees  this  morning  and  having  to  be  at  several.  „ 

We  have  a  lot  of  respect  for  what  you  are  doing  m  New  York.  We 
had  a  chance  to  work  with  Dr.  Boyer  and  wo  have  a  great  regard  for 
thataspectof  the  work.       .   .     .         ^  » 

May  I  ask  one  line  of  questioning.  On  ^>age  6  you  talk  about  reasons 
why  you  could  not  accept  Federal  criteria.  I  understand  No.  2  and  I 
undei'stand  No.  6  and  No.  4  and  your  argumentation  for  No.  6,  but  I 
am  not  sure  I  get  the  reason  underlying  No.  1 .  You  s^  that  less  than 

2  percent  of  college-going  costs  wefo  covered  by  BEOG  and  when 
fully  implemented  may  cover  only  3  percent  of  costs. 

Mr.  l-IfJLLANDBR.  I  don't  know  the  retison  fully,  but  I  ^«8P?c5.% 
criteria  for  the  determination  of  economic  need  when  combmed,  limit 
the  Droirram  to  very,  very  few  students  in  the  State,  lhat  is  No.  1. 

Mr.  0£LLM»A(JK.  Let  me  be  sure  I  understand  that.  Your  2  percent 
is  in  totality.  You  are  not  talking  about  2  percent  for  any  student 

^'XffloiSfiHfNof^t  me  define  the  population  fmpM  here. 
We  define  the  middle'  income  or  low-middle-income  student  receiving 
net  taxable  income  of  $20,000  or  less.  Tiiat  is  equivalent  to  roughly 
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$25^)00  fii'oss  incohie.  So  tho  populiition  we  sampled  constituted  all 
students  in  thjs  State,  i-osidents  of  the  State  atiendins  New  Yoi'k 
btate  uistitutions  with  $26,000  or  less  income.  That  is  the  group  that 
receives  our  tuition  assistance  award. 

Within  that  group  the  level  of  BEOG's  received  on  the  average  for 
that  gi-oup  was  2  percent.  In  contrast,  our  own  proLn-nni  providod 
greater  support  than  that  and  tlu»  institutional  aid  programs  of  onr 
c<»i«JJ§s  and  univei-sities  provided  more  support  than  that.  If  the  Fed- 
eral effort  was  larger  than  our  own  effort,  we  would  say  fine.  We  would 
deter  to  the  Federal  criteria,  but  the  Federal  effort  was  so  small  it 
did  not  make  sense. 

.  Ml'.  Delmjnbaok.  Do  you  have  any  statistics  on  how  many  BEOG 
dollars  went  into  New  York  ? 
Mr.  HoLLAN  »i)R.  We  did  this  on  a  student-by-student  basis. 
Mr.  DELtENBAOK.  I  am  not  sure  how  the  mathematics  could  work  out 
with  that  low  a  percentage  with  New  York  contributing  more,  unless 
of  course  there  were  more  New  York  dollars  that  went  into  this  kind 
of  student  aid  than  the  Fedaral  dollai-s.  That  i?  why  I  am  wondering 
SS/X/i"®  comparable  dollars  were.  That  is  why  I  wonder  how  many 
BEpG  and  how  many  State  dollars.  ^ 
Mr.  HoLMNDKK.  Ours  was  an  nxamination  of  the  program  from  the 
perspective  of  the  student.  We  sampled  what  the  cost  of  higher  educa- 
tion was  to  these  5,000  students  and  how  they  financed  itV 

Let  me  give  you  the  sources  of  their  funds  for  the  students  who  have 
responded  to  the  survey,  The  total  amount  of  grants  available  to  the 
students  per  capita  was  about  $1,200,  of  which,  on  the  average,  $500 
came  from  ><9W  York  State  grantS:  Institutional  grants  came  to  about 
*400  on  thy  average  per  student,  and  the  Federal  grants  came  to  $10 
Sf  nnir®"*^*  Th^  grants  received  by  students  in  this  category  totaled 
$1,800  toward  the  cost  of  their  education.  Of  tliat  $1,200  average  grant 
received  by  a  student  in  this  income  category,  only  $10  was  as  a  result 
of  the  BEOG  program. 

This  is  only  the  first  year  of  the  BEOG  program  and  it  affected 
f  reshmen  only,  but  if  you  extended  the  level  to  full  f  miding  and  carried 
It  to  full  classes,  it  would  not  increase  very  much. 
d,,P*.}?.Ei^»'«NBACK.  We  appropriated  about  $122  million  and  perhans 
$40  million  of  that  would  be  carried.  So  say  $80  million  went  into  the 
nationwide  picttu'e  in  that  first  year.  The  nest  year,  the  one  we  are 
just  getting  into,  we  have  475  plus  about  $40  million  carryover,  so 
there  wottld  be  about  515.  We  don't  know  yet  what  is  going  to  be 
appropriated  in  the,  cotning  year. 
^     "^*JL\^^"lf!.^'''  a  grave  mistake  if  the  Congress  appi'opriated 


income  group. 
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\^>'' 5F;WiJ^«A0if'  I  tlon't  think  we  are  going  to  be  able  to  take  that 
up  to  500  in  a  straight  mathematical  throw.  If  it  means  going  to  $400 
nnlhon  in  the  future,  I  don't  see  that  in  the  future  for  BEOG. 

Mr,  HoLLAKi)i3«.  I  am  only  at'gtting  here  that  the  Federal  effort  is 
not  ]m  than  what  it  could  be,  but  relative  to  other  programs,  this  pro- 
gram 18  .<5mttll.  It  would  not  be  appropriate  from  our  point  of  view  to 
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adopt  a  Federal  critovion  when  this  is  a  relatively  small  effort  com- 
pared to  the  others.  That  is  point  1. 

Point  2, 1  think  the  Federal  BEOG  program  is  most  effective  if  it 
encourages  other  States  to  establish  their  own  and  complements  such 
efforts.  I  would  hope  the  policy  and  the  thrust  would  be  to  encourage 
States  to  build  on  that  program  with  their  own  programs  and  not 
leave  the  total  effort  to  the  BEOG  program,  because  by  itself  it  is  an 
insufficient  effort. 

Mr.  Dbllgnback.  You  also  make  comment  on  the  student  incentive 
grant  and  you  say  potentially  effective,  and  you  say  this  is  an  impor- 
tant Federal  program  and  should  be  extended.'  I  am  pleased  to  get 
that  additional  testimony  because  I  know  that  was  a  iiind  that  was 
not  provided  for  in  the  Presidential  budget.  A  number  of  us  have 
urged  the  Appropriations  Conmiittee  to  go  beyond  the  $19  million 
figure  of  last  year.  Whether  we  will  be  successful  in  the  long  run  I 
don't  know,  but  I  could  not  agree  with  you  more  this  is  an  important 
program  and  from  what  I  understand  of  it,  it  has  proven  to  be  a 
catalyst  and  incentive  to  bring  the  type  of  coordinated  program  that 
really  runs  through  your  testimonjj  as  a  desirable  goal. 

Thank  you  very  much.  I  appreciate  this  input. 

Thank  you,  Mr.  Chairman. 

Mr.  O'Hara.  Mr.  Hollander^  under  your  tuition  grant  program 
the  masimum  award  of  any  institution  is  the  lesser  of  tuition  or  $1,600. 
Your  table  in  your  statement  which  assumes  tuition  of  $1,600  in  the 
private  college  and  $660  in  the  State  University.  What  is  the  ration- 
ale of  limiting  that  to  tuition  or  $1^600? 

Mr.  HoUiAxDBR.  The  policy  of  the  State,  at  least  of  our  Stat«,  is 
that  students  in  similar  economic  circumstances  ought  to  be  provided 
roughly  the  same  proportionate  share  of  the  cost  of  going  to  college, 
and  the  student  ought  not  be  limited  because  he  is  poor  to  a  public 
institution.  He  ought  to  be  able  to  select  an  institution  whether  it  is 
promietary  or  private  or  public  that  he  thinks  best  meets  his  needs 
and«  of  course,  admits  him.  If  the  State  University  charges  only  $660 
tuition,  we  want  a  student  in  the  lowest  income  group,  which  in  our 
State  we  define  as  $6,600  or  less  gross  income,  to  go  to  that  institution 
free. 

If  he  wants  to  go  to  a  private  institution,  and  it  is  a  low-cost  pri- 
vate institution  which  we  would  define  as  one  charging  $1,600  for  tui- 
tion, he  can  go  to  that  institution  free.  He  should  have  that  freedom 
of  choice.  To  the  extent  the  private  Institution  charges  more  than 
$1,600,  then  that  requires  the  student  effort  to  make  up  the  difference 
between  the  actual  tuition  and  f 1)600. 

We  believe  our  private  institutions,  perhaps  due  to  a  historical  ac- 
cideiit,  perhaps  due  to  their  own  intention,  share  the  fundamental 
mission  of  the  public  institutions.  They  should  be  permitted  to  con- 
tinue in  this  manner  and  the  students  who  want  to  go  there  should 
be  permitted  to  do  sd,  and  that  is  the  rationale  or  justification. 

Mr.  O'Haua.  I  nm  mt  mve  whether  it  should  cost  me  more  if  I  want 
my  kids  to  go  to  n  private  school  than  a  public  one,  but  it  ought  not 
cost  tlu'SG  poople  more  .*  is  that  right  ? 

Mr.  HoLLANDtiii.  It  depends  on  your  private  income  category. 

Mr.  O'Haiu.  1  am  uot  sui-e  there  is  something  wrong  with  someone 
with  means  to  go  to  a  higher-cost  institution. 
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Mr,  Hoi^LANDKK.  If  a  student  is  poor  md  wants  to  fro  to  a  private 
institution  and  it  best  meets  his. educational  needs,  and  some  of  the 
private  institutions  in  New  York  are  open  to  public  admissions,  but  it 
should  be  the  student's  choice  and  not  the  State's.  If  he  is  poor,  he 
really  does  not  have  the  choice  unleas  you  help  him  go  there, 
^  Mr,  O'Haba.  in  terms  of  jjrant  aid,  I  think  I  would  limit  my  grant 
aid  to  the  public  school  tuition  and  then  if  someone  wants  to  go  to  a 
more  expensive  school,  provide  some  other  kind  of  assistance, 

Mr.  Hollander,  Let's  differentiate.  The  public  schools  are  not 
cheaper  than  the  private  schools.  That  is,  the  cost  of  offering  instruc- 
tional services  at  public  institutidns  is  not  necessarily  lower  than  the 
cost  of  offering  instructional  services  at  the  private  institutions.  As  a 
matter  of  i)ublic  policy  we  subsidize  very  significantly  the  costs  of  the 
public  institutions  and  this  is  why  they  charge  low  tuition. 

The  City  Univei'sity  of  N6w' York  is  free; -.The  costs  are  fully 
subsidized.  ' 

^  Mr.  O'Hara.  I  can  bnjr  that  rationale,  but  then  I  think  you  ought  to 
give  a  private  school  tuition  subsidy  to  any  student  who  goes  there 
regardless  of  income.  In  other  words,  if  you  have  the  $26,000  income 
person   ■     •  •  ' 

Mr.  HoLMNDEn.  We  do  that,  too, 

Mr,  0'HAife\,  Let's  say  if  you  are  compensating  for  the  tak  dollars 
that  go  to  the  public  institution  and  you  are  saymg,  OK,  if  you  send 
ybur  child  to  the  private  institution,  you  will  no  be  getting  the  contri- 
bution irom!  the  taxpayer  that  you  would  have  been  getting  if  you 
sent  him  to  a  public  institution,  so  therefore  we  will  make  it  up  to  you 
by  giving  yoii  a  tuition  grant.  If  you  follow  that  rationale,  which  is  a 
perfectly  logical  one*  1  don't  see  any  point  to  the  income  cutoff. 

Mr.  Hollander.  We  use  a.  different  rationale.  Our  rationale  is  that 
all  institutions  in  the  State  serve  a  public  mission.  If  I  listed  all  of  our 
institutions  and  did  no  tell  you  whether  they  were  public  or  private, 
there  would  be  nt>  way  of  your  differentiating  among  them  in  terms  of 
whom  they  admit,  how  well  they  educate  them,  and  the  fields  of  study 
offered.  ■      <  ,, 

Until  16  or  20  years  ago,  outside  the  city  of  New  York,  there  was 
no  public  institutions  throughout  the  State  except  for  a  few  teachers' 
colleges,  and  the  private  institutions  came  to  serve  a  public  mission. 
They  have  continued  to  do  so.  We  do  not  believe  that  they  ought  to  be 
heavily  subsidii^ed  by  the  State  because  they  do  offer  a  difference  due 
to  the  difference  of  control.  They  have  their  own  boards  of  trustees, 
they  raise  their  own  funds  and,  to  a  great  extent,  they  define  their 
educational  programs  with  minimum  State  intervention.  We  think 
that  is  good.  A  public  institution  differs  from  them  because  they  get  a 
much  bigger  State  subsidy. 

Private  institutions  do  receive  a  State  subsidy,  roughly  10  percent 
of  their  educational  costs,  but  having  set  this  system  in  place,  our  focus 
fihifts  tn  the  student.  What  ai'e  the  students'  needs  and  how  can  we  best 
meet  their  needs  and  how  do  we  give  them  freedom  of  choice?  If 
students  want  hffd  to  private  institutions  and  cannot  do  so,  we  believe 
it  is  our  rcspoiisibility  to  make  it  possible  for  them  to  do  so, 

It  is  not  our  responsibility  go  beyond  that.  We  want  to  provide 
the  student  with  as  much  freedom  of  choice  and  freedom  from  eco- 
nomic restraint  as  we  possibly  can.  That  is  the  rationale  for  our  pro- 
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gram.  We  aye  not  ti-ying  to  oomponsftte  for  the  taxes  saved  in  the 
private  sector.  We  are  trying  to  make  it  possible  for  the  student  to 
make  a  free  choice,  free  from  economic  restraints. 

Mr.  O'Hara.  Do  you  have  an  aid  program  for  elementary  and 
secondary  schools? 

Mr.  Hoa.ANDKR.  We  have  a  program  for  the  elementary  and  sec- 
ondary schools.  It  has  to  do  with  supporting  certain  programs  of 
study  and  certain  administrative  costs  m  the  nonpublic  schools.  There 
we  run  into  the  church-state  issue.  In  postsecondary  education  we  don*t 
run  into  that.  There  is  a  financing  of  students  also  in  the  nonpublic 
elementary  and  secondary  schools. 

Mr.  O'Haiuv.  Apparently  you  don't  tax  assets  in  your  tuition  grant 
program. 

Mr.  Hollander.  No,  we  do  not. 

Mr.  O'Hara.  I  want  you  to  adduce  some  evidence,  if  you  can,  but 
you  feel  for  one  reason  or  another  that  that  gives  you  a  better  crite- 
rion for  aid  eligibility  not  taxing  assets  than  taxing  assets  would?  I 
would  like  to  get  any  studies  you  did  in  connection  with  arriving 
at  that  decision.  Do  you  have  a  report  on  that  decision? 

Mr.  Hollander.  We  have  a  report  on  financial  aid  to  New  York 
State  students,  which  was  a  study  of  our  5,000  scholar  incentive  stu- 
dents and  this  ^presents  our  findings  with  respect  to  what  the  conse- 
quence would  be  if  we  introduced  pn  asset  test  into  our  own  program. 

I  think  we  distributed  copies  of  this.  The  summari^  of  this  report 
is  appendix  B.  We  will  send  you  copies  if  we  have  not. 

Our  finding  was,  first,  that  there  was  no  correlation  between  asset 
holdings  and  income;  second,  that  location,  where  people  lived,  had 
more  to  do  with  whether  they  owned  their  own  homes  or  not.  Com- 
munity scholarships  tended  to  show  more  home  ownership  among 
community  college  students  than  students  in  4-year  colleges. 

If  you  lived  upstate,  chances  are  you  owned  your  own  home,  be- 
cause in  all  likelihood  that  is  the  only  place  where  the  student  could 
live. 

As  I  pointed  out  in  my  testimony,  lower  income  students  tended  to 
have  assets  because  they  were  savmg  for  retirement  or  the  head  of 
the  household  was  dead  and  they  were  left  life  insurance  proceeds 
which  were  being  kept  in  reserves.  Oui  argument  is  if  you  were  deal- 
ing with  a,  population  from  aero  income  up  to  high  income,  assets 
would  make  ft  difference.  When  you  are  dealmg  only  with  low-income 
families,  then  assets,  we  think,  would  have  very  little  to  do  with  your 
ability  to  finance  a  collegiate  education. 

But  even  if  it  did,  we  think  it  would  be  poor  policy  to  tax  it.  The 
widow^  would  have  the  proceeds  of  life  insurance  if  they  came  from 
ft  low-mcome  family  or  people  saving  for  old  age  would  have  assets. 
Where  else  would  a  low-income  family  accummate  assets? 

We  also  concluded  that  if  We  incluaed  assets,  it  would  make  a  4- 
percent  difference  in  the  level  of  award  and  we  did  not  feel  that 
justified  ft  shift  in  policy. 

Mr.  O'Hara.  Does  your  study  show  some  of  this  ? 

Mr.  Hollander.  Yes,  it  shows,  the  correlation  of  distribution  and 
assets  level. 

Mr.  O'Haka.  I  would  like  very  much  to  have  a  copy  of  that.  I  tend 
to  agree  with  you  and  I  would  like  to  have  some  material  to  study  to 
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it  I  really  do  and  if  so,  to  support  my  arguments.  My  feeling  has 
II,  as  I  have  dealt  with  these  BEOG  schedules,  that  the  assets  test 
has  workd  a  number  of  individual  injustices  and  it  has  not  helped  in 
doing  anything,  I  don't  think.  If  it  is  income-producing  assets,  it  will 
show  up  in  incomo.  If  it  is  not  income-producing  assets  wo  are  talking 
about,  I  don't  see  that  it  mattei-s  that  much.  " 

Mr.  HoLLANDKH.  It  does,  however,  encourage  dishonesty;  How  does 
one  determine  the  value  of  one's  home?  It  also  encourages,  I  guess, 
people  who  are  desperate  not  to  report.  But  most  of  all,  it  is  probably 
very,  very  confusing.  It  introduces  a  level  of  confusion  in  determining 
just  \vhat  you  ai-e  entitled  to  that  is  not  justified  in  terms  of  either 
overall  policy  or  the  amount  of  savings  to  the  State  government. 

Air.  O'Hara.  The  only  thing  that  makes  the  BEOG  computation 
comparable,  it  it  were  not  for  that,  the  average  Congressman  would 
not  be  able  to  figure  it  out  even.  So,  there  is  that  advantage  to  gettinff 
rid  of  it.    ,  .  o     o  B 

Thank  you  xaiy  much,  Mr.  Hollander.  I  kjiow  you  have  a  plane  to 
catch  and  we  appreciate  your  coming  down.  Without  objection,  the 
material  included  as  appendices  to  your  statement  were  included  in 
the  record  at  the  conclusion  of  your  statement. 

^Ve  will  conclude  our  testimony  on  State  programs  by  hearing  from 
the  Office  of  Education  with  regard  to  the  State  scholarship  incentive 
gi*.a"t  program  authorized  under  sections  415  A,  B,  C,  and  D  of  the 
Higher  Educafiion  Act.  Once  again  the  Agency  is  represented  by  Mr. 
(jhnries  M.  Cooke,  Jr.,  Deputy  Assistant  Secretary  for  legislation 
(Education),  Department  of  Health,  Education,  and  Welfare;  Dr. 
John  Phillips,  Actmg  Associate  Commissioner  for  Student  Assistance. 
Mr.  Cooke  and  Dr.  Phillips  are  accompanied  this  morning  by  Dr.  Rich- 
ard  McVity,  director  of  the  State  student  incentive  grants  program. 

I  hope  I  don't  anticipate  Dr.  Phillips'  testimony  if  I  observe  that 
the  incentive  grant  program  was  authorized  by  the  1072  amendment, 
but  there  has  not  yet  been  an  adnunistration  request  for  funding  of  it. 
Die  Congress,  exercising  its  own  prerogatives,  however,  has  elected 
to  fund  this  program  at  the  $20'million  level  in  the  fiscal  year  1974 
Appropriations  Act. 

The  administration,  I  am  told,  is  ortly  spending  $19  million  of  this, 
utilisiing  this  time  in  Accordance  with  the  law  a  6-percent  impound- 
ment authority  also  conferred  by  the  1974  Appropriations  Act. 

Dr.  Phillips,  we  would  be  pleased  to  hear  from  you. 

STATSMESfT  OF  JOHN  B.  imXJim,  AOXm  ASSOOIATB  OOHMIS* 
Siom  m  SITOBHII  ASSISTANCE,  SVIlEAtr  OX' F0STS£00m 
I5DU0AM0N,  t;.S.  OmOE  OF  EDVOAMOMf,  1)EPA!ITM|SNT  OF 

HEAixB,  rnvmrn,  and  weifabe,  aooomfanied  by 

OHAXtliES  COOKS,  m„  BEFtnOY  ASSH^ANT  SECltETAItY  FOR 
LECnSMTION  (EBtrCATION),  AKB  BICRAltB  I.,  MoVIXY,  BXREC- 
TOR,  STATE  STDDENT  INCENTIVE  (BAM  FROORAM,  BtmEAV  OF 
FOSTSECONBARY  EBtTCATXON,  OFEICE  OF  EBVCATION 

Dr.  PMiLLirs.  Thank  you.  Mr.  Chairman  and  members  of  the  sub- 
committee.  We  appreciate  the  opportunity  to  review  the  history  and  . 
operation  of  the  State  student  incentive  grant  program,  authoiiizdd 
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under  title  IV~A  of  the  Higher  Education  Act  of  1965,  as  amended 
(Public  Law  92-S18) .  This  program  was  established  .under  the  Educa- 
tion Amendments  of  1972,  and  became  operational  with  the  passage 
of  an  appropriation  for  fiscal  year  1^74.  The  following  statement  is 
intended  to  provide  only  a  brief  overview  of  the  State  student  incen- 
tive grant  program.  However,  we  would  also  be  happy  to  respond  to 
nuestions  from  committee  members  who  might  wish  us  to  expand  upon 
this  written  statement. 

1.  LEGISLATIVE  inSTOttY  OP  THE  STATE  STUDENT  INCENTIVE  GHANT 

rUOGRAM 

Over  the  past  several  decades  States  have  increasingly  adopted  the 
practice  of  making  grant  assistance  available  to  students  for  attend- 
ance at  institutions  of  postsecondary  education.  The  Education 
Amendments  of  197'2  authorized  a  Federal  incentive  program  designed 
to  encourage  those  States  now  having  student  grant  programs  to  ex- 
pand them  fuither  and  to  stimulate  States  not  currently  awarding 
student  grants  to  initiate  sucii  programs. 

Under  the  State  student  incentive  grant  program  Federal  funds  are 
made  available  on  a  50-50  basis  to  match  new  dollars  expended  by 
States  from  tl»,eir  own  funds  for  grants  to  undergraduate  students 
having  "substantial  financial  need"  to  attend  institutions  of  postsec- 
ondary education.  To  be  eligible  for  Federal  funds  under  this  program 
States'  must  establish  student  grant  programs  under  which : 

A.  Program  administration  is  the  responsibility  of  a  single  State 
agency* 

B.  'Student  grants  are  awarded  in  amounts  not  in  excess  of  $1,500 
per  student  per  academic  year  ($750  Federal  share)  for  full-time 
attendance.  ,    .        ,       ,  ,  ^ 

C.  Student  recipients  are  selected  on  the  basis  of  substantial  finan- 
cial need,  as  defined  by  criteria  established  by  the  States  and  approved 
by  the  Commissioner. 

P.  Payment  of  the  non-Federal  share  of  student  grants  is  from 
funds  supplied  by  the  State  which  represent  an  additional  expendi- 
ture over  the  amount  expended  by  the  State  for  student  grants  in^the 
second  fiscal  year  previous  to  the  year  in  which  the  State  first  receives 
funds  under  the  program. 

It  is  estimated  that  the  authorised  level  of  $50  million  of  Federal 
funds  for  the  first  operating  year  of  the  program  would  support  assist- 
ance to  about  200,000  studtents,  with  an  average  grant  of  $500  ($250 
Federal  and  $260  State) . 

n.  OPEIIATION  OP  TtlE  S8IQ  PROORAjt 

The  initial  appropriation  for  the  SSIG  program  was  $20  million, 
out  of  which  $19  million  has  been  appoi-tioned  for  allotment  to  the 
States  in  accordance  with  the  8-percent  reduction  language  contained 
in  the  fiscal  year  1974  Labor-HEW  Appropriations  Act.  As  specified 
in  the  legislation.  State  allotments  were  calculated  according  to  the 
number  of  students  in  attendance,  on  at  least  a  half-time  basis,,  at 
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1974-76,  or  which  cannot  provide  matching  funds  equal  to  their  full 
allotment. 

[The  table  referred  to  follows :] 


TABIC  A.-FINAI.,  OFFICIAL-SEC.  VIII.  ESTIMATED  DISTRIBUTION  OF  FUNDS  UNDER  TITLE  IV.  PT.  A,  SUBPT.  3, 
HIGHER  EDUCATION  ACT  OF  196S,  AS  AMENDED  BY  PUBLIC  LAW  92-318,  STATE  INCENTIVE  GRANTS,  FISCAL 
VEAR  1974 


Estimated  Percent 
State  per 
amounts  >  State 


United  States  and  outlying  areas   $19,000,000  100.00 

50  States  and  District  of  Columbia  ,~~T?833,  228  wTlZ 

HlJJi?""  •  '  m}53  Tii 

  253  323  1.33 

fflfe::::::::::::::"    i^-^i  \f. 

Delaware    

 :::::::::::::::::::::::::::::::::::  i  ii 


Hawaii  289,066  1,52 

B;   71  923  38 

"K;   995  880  5  23 

  4!2  419  2.17 

L™::   224  142  1  18 

  275  164  1  45 

Kf-rf-  *   70  744  .37 

Minnesota  ..././.^^^^^                  *    wIsiS  fl2 

M»pi  :::::::::::::::::::::::::::::  mil  \1? 

V^^^^il   366  676  2  04 

(fJflJfS?;  -   57  730  ,30 


No{{Kcjronj8  :::::::::::::::::::::::::::::::::  Ul 

North  Dakota..  ,  ,   60  944  32 

2S2r,'j;;  •   799,087  4,21 

SS*"*   250  172  L32 

RltOad  island   im^M  rj 

South  Carolina                           "        !!  M;          ! m'oSS  in? 


 :::::::::::::::::::::::::  aoiiw?  1:59 

JS^P   998  455  5.25 

SJ?Lt::::::::::::::::::::::::::::::::::-    n 

 *  395  421  2  08 

wpfc:::::::-   :   446,a.}  2.|5 

orstrifit  of  Columbia   m\m  is? 

■    Subtotal-Outlying  dfoaj  ,   l^^^m  88 

Amof lean  Samoa.. 4  *                     ,                  .  \  m  "*rtT 

Canal  Zona                                       1     : :  !   ! *''nn  nn 

rkm^^  ^  :::::::::::::::::::::::::::  ml\  \l\ 

llMlifc                                                                   ^  3,636  .02 

I  Olatflbullon  of  119,000,000  on  tha  basis  of  tlia  total  artfoilment  In  institutions  of  higiiar  aduoatloo,  fali  m 

t>i\  Pmmts.  On  March  22, 1974,  the  U.S.  Commissioner  of  Edu- 
cation wrote  to  the  Governors  of  all  the  States  (and  territories), 
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aiinottnchijs  activation  of  the  SSIG  program  and  inviting  their  partici- 
pation in  the  program.  In  response  to  that  letter,  28  States  indicated 
they  ah*oady  had  student  grant  programs  in  operation  whicli  would 
be  available  to  provide  assistiince  for  nndergradnat<}  students  with 
substantial  financial  need  to  attend  postsecondary  institutions  in 
1974-75.  All  of  thosR  States  expressed  an  interest  in  applying  for 
Federal  matching  funds  to  expand  these  i^rograms  in  complinnco  with 
the  incentive  features  in  the  SSIG  legislation. 

Another  12  States  indicated  they  will  be  establislung  such  programs 
prior  to  June  30,  1974;  11  additional  States  indicated  they  contem- 
plate establishing  eligible  pro-ams  by  March  31>  1976)  and  desire  to 
apply  for  an  allotment^  contmgent  upon  such  establishment.  As  of 
May  31, 1974,  onljr  Alabama,  Alaska,  Arizona,  District  of  Columbia, 
Guam  and  Hawaii  had  declined  to  participate.  All  of  the  other  61 
elifjible  States  and  territories  have  either  submitted  their  formal  appli-  - 
cations  for  paiiicipation  (40  States)  or  have  indicated  that  they  intend 
to  submit  them  before  the  June  17, 1974)  closing  date  indicated  in  the 
Federal  Register  (U  States). 

The  enabling  legislation  allows  an  additional  year  beyond  the  year 
of  the  appropriation  for  obligation  of  funds.  However,  the  Appropri- 
ations Act  did  not  include  a  similar  authority.  Therefore,  without  the 
recent  technical  amendment  contained  in  the  second  supplemental 
approjjriations  measure  (the  ^jCase  amendment")^  which  extends  the 
Commission's  authority  to  obligate  fiscal  year  1974  SSIG  funds  until 
June  80, 1976,  it  would  have  been  necessary  to  allot  the  entire  appropri- 
ation among  only  those  40  States  and  territories  with  programs  in 
existence  as  of  June  30. 1974.  \  ^ 

The  enactment  of  the  technical  amendment  now  makes  it  possible 
to  reserve  funds  from  the  fiscal  ,^ear  1974  appropriation  to  assist  those 
11  additional  States  that  have  indicated  a  desire  to  participate,  but 
which  will  not  have  qualifying  programs  until  March  31,  1975.  This 
action  now  provides  a  true  incentive  for  those  States  to  create  State 
student  assistance  programs  which  also  assure  a  more  equitable  distri*^ 
bution  of  program  funds* 

It  is  now  certain  that  the  entire  $19  million  appropriation  will  be 
matched  by  $19  million  in  new  State  grant  funds^  to  provide  a  total  of 
$38  million  to  assist  approximately  76,000  students  in  1974-76  at  an 
average  award  of  $600. 

111.  EVAttJAllOX  AM)  «j£l*ECTAT10N 

Although  it  is  too  early  to  evaluate  the  impact  of  the  SSIG  program^ 
the  incentive  feature  of  the  program  appears  to  be  operating  success- 
fully. 

Table  B  shows  the  years  in  whicli  each  of  the  States  and  territories 
established  (or  plan  Ito  establish)  qualifying  State  grant  programs* 
In  fiscal  year  197M3  (the  year  before  ^the  State  student  incentive 
grant  program  was  authorised)— also  it  is  the  base  year  for  this  pro- 
gram—only 28  States  had  scholarship  or  grant  programs. 

Since  that  time  28  additional  States  and  territories  have  either  estab** 
lishecl  p^»ograms  or  indicated  an  ei^pectation  that  such  programs  will 
be  established  by  March  81^  1976.  It  woald  appear  that  the  SSIG 
atttlionzation  and  funding  have  had  a  positive  effect  not  only  in 
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broadening  existing  State  programs,  but  also  in  stimulating  less  popu- 
lated States  and  those  wit  h  linutod  fiscal  capacity  to  initiate  otVorts  in 
the  area  of  student  assistance. 

In  compliance  with  the  basic  thrust  of  the  SSIG  legislation,  pro- 
gram regulations  permit  States  to  (a)  include  larger  numbers  of  eligi- 
bl(>  students  than  would  other\vise  bo  possible  under  previously  exist- 
ing State  grant  or  scholarship  programs;  (b)  provide  grants  or 
sc'holiu  ships  to  eligible  students  in  amounts  which  more  nearly  meet 
the  substantial  financial  need  of  such  students  than  was  possible  under 
previous  programs;  or  (g)  increase  in  other  ways  the  range  of  oppor- 
tunities available  to  students  for  access  to  postsecondary  institutions. 

The  regulations  thus  provide  incentives  for  States  to  take  a  broad 
look  at  thai  I'  total  financial  assistance  i)rograms  and  to  fill  gaps  where 
appropriate,  according  to  local  priorities  and  perceived  needs  of  stu- 
dents as  individuals.  States  are  being  encouraged  to  share  information 
with  institutions,  thereby  contributing  to  improved  packaging  of  re- 
sources for  all  student  aid  recipients. 

It  is  especially  important  to  note  that  the  regulations  regarding 
approval  of  State  standards  for  determining  "substantial  financial 
need'  are  sufllciently  flexible  to  permit  the  States  to  define  need  not 
only  in  terms  of  poverty,  but  also  in  terms  of  other  criteria.  This  is 
in  keeping  with  the  le^'-  ilative  intent  which  suggests  that  a  State 
may  use  awards  from  tUitlSSlG  program  to  facilitate  choice  among 
postsecondary  study  options  for  middle-  as  well  as  low-income  students. 

To  provide  this  flexibility,  and  at  the  same  time  suggest  reasonable 
outside  limits  in  determining  "substantial  financial  need,"  the  regu- 
lations indicate  student  eligibility  limits  of  (1)  no  more  than  $2,800 
in  expected  family  contribution;  (2)  no  less  than  a  $90  difference  be- 
tween educational  costs  and  expected  family  contribution;  (3)  no 
.mot'o  than  n  $20,000  net  family  income;  or  (4)  other  reasonably  com- 
parable eligibility  standards  relating  to  need. 

Most  States  use  established  needs  analysis  systems,  such  as  the 
American  College  Testing  system,  the  Basic  Educational  Opportunity 
Grant  system,  or  the  College  Scholarship  Service.  However,  some 
States  plan  to  us  family  income—with  or  without  related  factors  as 
the  basis  for  determining  substantial  need.  In  short,  the  regulations 
permit  diversity  of  practice  from  State  to  State. 

The  program  has  two  attractive  features  which  are  worthy  of  note: 

(1)  each  Federal  dollar  is  matched  by  a  State  dollar,  thereby  produc- 
ing a  multiplier  effect  which  automatically  assures  twice  the  number 
of  dollai's  which  could  ho  achieved  by  Federal  dollars  standing  alone, 

(2)  the  program  strategy  affords  to  the  Federal  Government  a  wide- 
spread administrative  network  of  State  officials,  many  of  whom  are 
experienced  in  packaging  student  assistance. 

It  should  be  noted,  however,  that  there  are  several  differences  be- 
tween the  SSIG  program  and  other  Federally-supported  programs 
of  student  assistance.  These  include .' 

1.  tender  existing  SSIG  legislation,  once  the  basic  requirement  of 
"sitbstfuitml  financial  need"  had  been  satisfied,  the  States  lire  free  to 
use  nmifinancial  criteria  in  selecting  grant  recipients.  Thus,  a  State 
may  limit  its  awards  to  onlv  those  students  above  a  set  level  of  aca- 
demic achievement  or  to  only  those  students  who  are  state  residents. 
Those  are  only  examples.  There  are  other  criteria  as  well. 
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2.  Undor  the  SSIG  legislation  the  States  are  not  required  to  follow 
the  Federal  definition  of  atudent  eligibility.  Therefore,  full  and  equal 
access  to  the  benefits  of  this  program  cannot  be  assured  for  students 
in  certain  categories;  for  example,  students  attending  on  less  than  a 
fulltime  basis,  or  students  wishing  to  pursue  postsecondary  studies 
outside  their  home  states.    „  ,    ,  i  «  .i..       *  • 

8.  Neither  are  States  required  to  follow  Federal  definitions  of  in- 
stitutional eligibility  in  making  student  grants.  This  can  cause  vfide 
variations  from  State  to  State  in  patterns  of  institutional  partici- 
pants. For  example,  in  one  State  grants  may  go  only  to  students  at- 
tending private  institutionsj  in  another,  grants  may  be  awarded  only 
to  students  attending  public  institutions.  .  . 

4.  A  fundamental  problem  concerns  the  nature  of  the  basic  btate 
allotment  formula  which  was  adopted  for  the  program.  Under  pres- 
ent law,  funds  are  distributed  to  States  based  on  each  State's  propor- 
tion of  the  total  national  postsecondary  enrollment,  regardless  ot 
whether  such  enrollment  includes  students  residing  in  other  btates. 
Thus,  a  student  may  contribute  to  a  State's  allotment  without  being 
elii?iblc  as  a  non-State  resident  for  an  SSI  Grant. 

In  additon,  while  State  allotments  are  made  according  to  each 
State's  portion  of  the  total  postsecondary  enrollment,  students  m  one 
or  more  segments  of  the  .institutional  population  may  be  ineligible  tor 
grants.  This  situation  has  had  an  especially  adverse  effect  upon  the 
pai-ticipation  of  students  attending  proprietary  institutions. 

Again,  Mr.  Chairman,  we  are  merely  calling  these  issues  to  your 
attention  and  will  be  happy  to  discua«3  possible  legislative  changes  at. 

a  later  date.  .  .  ~ 

At  this  point,  Mr.  Chairman,  I  will  be  pleased  to  answer  questions; 

from  members  of  the  subcommittee* 
[Table  B  follows:] 
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TABU  ft.-OEVELOPMENT  OF  STATE  SCHOLARSMlP'-ASSiSTANCE  PROQl?AMS  FROM  SCHOOL  YEAR  1071-72  TO  1975-76,  BASED  UPON  PRE-SSIO  PROGRAM  APPLICATION  DATA 


Ongoing  before  SSIQ' 


Existing  1971-72(23): 

Cdllforriia.  Cortrtddicut,  Florida.  Illinois, 
mm,  lowa»  Kah$d$i  Maryland, 
Ma^sachu^otUj  Michigan.  Mtnnosota, 
Now  Jersey,  New  York,  OhlOt  Oregon, 
Pennsylvania,  Rhode  jsianni  South 
Carolina,  Texas.  Vermont,  Washington, 
WestVirginid.Wi^consim 


Added  l972-73(3)i  ' 
Alaska  Maine, 
TennesseOi 


Addod  1973-74(2): 
Missouri,  North 
Dakota. 


Programs  added.  Including  SSIQ 


No  program  plana 


Added  1974*^75(12)1 

Colorado,  Delaware.  Georgia, 
Idaho,  Kentucky,  Nebras1<a, 


Oklahoma.  Puerto.  Ricoi 
South,  Dakota,  Utah,  Vlr« 
glnla,  Virgin  Islands. 


To  be  added  1975-76(11): 
American  Samoa.  Arkansas, 
Louisiana,  MtssfsfSlppi, 
Montana,  Nevada,  New 
Hampshire,  New  Mexico, 
Nortn  Carolina,  Trust 
Territory,  Wydmings. 


No  plans  (5): 

Alabama.  Arizona,  district 
of  Columbian  Guam, 
Hawaii. 


t  derived  from  dr.  Joseph  Boyd,  Illinois  State  Scholarship  Commission,  table  entitled  ''Dollars  and 
Number  of  Awards  and  Related  data  u;  S^tes  for  Cdmprehdnslve  Undergraduate  State  (Competitive 
'  -    ■      ItatetoAtt 


dnd  Noneompetltlv0,  Programs  of  Financial  Aid  Based  Upon  Need  for  Residents  of  the  State  to  Attend      ^  No  formal  response  from  Governor  of  May  6, 1974. 
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Mr.  O'Harai  Thank  you  very  much,  Dr.  Phillips,  We  do  have  some 
questions,  ,  .  , 

You  have  spoken  of  the  regulations  m  your  testunony.  What  regula- 
tions have  you  issued  on  this  program  ana  as  of  what  date?  , 

Dr.  Pmmps.  They  were  published  on  May  31, 1974,  and  the  effective 
date  is  June  30, 1974, 1  have  a  copy  of  the  regulations  that  were  pub- 
lished  with  me  today.^  .    ,         ,  . , 

Mr.  O'Haiu.  I  think  we  ought  to  include  them  in  the  record  if  we 
could,  and  we  would  like  to  have  additional  copies  as  well.  Without 
objection  they  will  be  mcluded  at  the  conclusion  of  your  statement. 

Then  the  regulations  are  prospective  really.  They  have  not  taken 
effect.  Of  coui-se,  the  $19  million  has  not  been  distributed  in  any  way. 
Dr.  Phillips.  That  is  correct.  . 
Mr.  O'Haka.  Have  you  made  any  studies  of  the  potential  absorption  s 
In  other  words,  how  much  you  could  put  into  this  program  and  still 
get  the  States  kicking  in  50  percent?  It  certainly  looks  like  a  way  of 
doubling  your  money.  ■  ,  . 

Dr,  Phillips.  Perhaps  Dr.  McVity  could  fespond  to  that  auestion. 
Dr.  MoViTT.  The  only  measure  we  have  as  ot  now,  since  all  of  the 
applications  have  not  come  in  and  the  closing  date  is  June  17,  is  the 
amount  indicated  by  the  40  or  so  States  whose  applications  are  already 
in,  in  terms  of  what  they  would  see  as  their  matdiing  capability  rijght 
now.'That  figure  is  running  somewhere  between  $90  and  $95  million, 
and  given  that  only  $19  million  is  available,  this  would  indicate  there 
is  still  a  way  to  go  before  we  reach  the  saturation  point. 
Mr.  O'Hailv.  That  is  certainly  very  interesting  and  very  revealing. 
As  you  know,  Dr.  Phillips,  from  our  earlier  conversations  with  re- 
spect to  the  study,  members  of  the  committee  are  naturally  desirous  of 
fmding  ways  to  use  the  Federal  assistance  dollars  to  maximize  dollars 
from  other  sources.  We  talked  about  that  in  work-study,  chanffing  the 
ratio  to  agency  or  university  contribution  or  whatever  and  work-study 
jobs,  and  we  have  talked  about  stimulating  COOP,  which  is  100  per- 
cent private  money,  using  Federal  funds  tr^  stimulate  activity  in 
COOP.  This  looks  to  me  like  a  rather  promising  way  to  get  additional 
grant  dollars  from  other  sources  into  student  assistance.  I  would  hope 
that  you  will  be  exploring  that  possibility.  It  might  even  make  some 
sense  to  put  some  BEOO  or  SEOG  money  in  here  to  maxumze  the  total 
amount  of  grant  money.        ,  , 
I  am  not  expecting  you  to  aive  me  a  definitive  response  to  that. 
Dr.  Phillips.  I  thhik  in  the  best  of  all  worlds,  it  there  were  less 
limited  total  resources  and  one  could  look  at  all  ol  the  possibilities 
equally,  then  perhaps  the  SSIG  prograin  would  come  into  focus  as 


ance  to  the  students  if  the  regulations  are  being  followed  and  if  they 
are.  indeed,  extra  dollars,  if  the  incentive  is  working  to  produce  extra 


Dr.  Phillips.  I  can  certainly  assure  you  that  the  regulations  are 
written  in  that  manner  and  the  incentive  features  are  being  fully 
carried  out.  The  money  appropriated  by  the  Congress  Will  be  utihzed 
to  support  a  60-60  matching  program  dui'ing  19(4-(o,  and  we  will 
carefully  admhiister  the  program  to  be  sure  we  are  fully  aware  of 
whnt  is  going  on  and  what  the  results  are.  ^ 
j    See  i^i. 
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Mr.  O'ITaha.  Dr.  Aiulrinp;a  has  suggested  once  the  fiscal  year  1974 
appijopriation  lor  SSIG  is  obligated  and  used  for  initial-year  grants 
by  the  Status,  what  considerations  must  Congress  take  into  account 
for  the  fiscal  year  1975  appropriation?  That  is,  how  should  we  dis- 
tinguish initial  year  and  continuing  grants  in  the  appropriation  if  we 
want  to  at  least  maintain  the  present  level  of  commitment  to  share 
cost— A  am  talking  about  the  cost  of  the  student  incentive  program, 
That  is  a  good  question. 

Dr.  Pjuwji's.  Of  course,  without  in  any  way  endeavoring  to  discuss 
matters  of  budgetary  policy,  I  think  we  could  report  administratively 
that  we  arc  as  yet  uncertain  as  to  what  would  be  required  to  sustain 
continuation  awards  for  a  second  year.  Estimates  that  we  have  received 
internally  sugja;est  that  it  could  run  anywhere  from  $13  to  $17  million. 
There  is  a  rather  important  point  hei-e,  and  that  is  this :  The  law  does 
(}mte  specifically  call  for  two  separate  line  items  in  each  year,  one  for 
initial  awards  and  imothur  for  continuation  awards, 

I  expect  that  if  the  Congress  should  decide  to  make  an  appropria- 
tion for  this  proeram  beyond  the  fiscal  year  1974  funding,  appropria- 
tion language  ideally  should  distinguish  between  the  two  types  of 
money  u»  order  to  avoid  difficulty  in  administration.  . 

It  should  be  recalled  that  the  Commissioner  of  Education  has  a 
rather  full  measure  of  discretion  in  the  allotment  of  continuation 
funds,  but  little  or  no  discretion  in  the  allotment  of  initial  funds, 
which  is  done  pretty  much  on  a  State-formula  basis.  So,  if  the  Con- 
gress should  decide  to  enact  an  appropriation  covering  both  initial 
and  continuation  funds,  I  think  it  would  perhaps  be  useful  if  the  Con- 
gress could  consider  permitting  some  transferability  between'  the  two 
line  Items.  This  would  be  of  great  assistance  to  us,  administratively 
speaking,  and  to  the  States,  since  we  cannot  at  this  time  predict  what 
would  be  the  exact  level  of  demand  in  1975-76— that  is  to  say,  for 
1976  funds— for  either  type  of  money.  Is  that  responsive  to'  your 
question? 

Mr.  O'Haha.  Yes,  it  is.  Let  me  get  into  another  point. 

In  your  opening  remarks  you  say,  "Student  recipients  are  selected 
on  the  basis  of  substantial  financial  need,  as  defined  by  criteria  estab- 
lished by  the  Commissioner."  And  then  those  criteria'are  spelled  out. 

Dr.  PiiiLLii's.  That's  right,  and  they  are  intended  to  be  very  broad, 
outside  limits  within  which  the  States  can  select  their  own  specific 
criteria  for  submission  to  the  Commissioner  for  approval. 

If  I  remember  correctly,  oven  if  they  find  some  difiieulty  in  handling 
the  $2,800  expected  family  distribution,  the  $90  minimum  difference 
between  family^  contribution  and  costs,  or  the  $20,000  net  family  in- 
come, they  are  in  a  position  to  suggest  an  alternate  method  that  is  in 
Some  way  comparable  to  those  standards.  In  other  words,  the  inten-' 
tion  of  the  regulations  is  to  set  broad  outside  limits  to  provide  a  good 
deal  of  flexibilit.y  to  the  States  in  designing  what  they  feel  is  a 
rpasonab^^  definition  of  substantial  financial  need  in  the  terms  of  their 
own  State.  ( 

Mr.  O'Haha.  I  take  it  under  the  regulations  if  a  State  does  not  wish 
to  include  an  assets  test  or  a  tax  on  assets,  it  would  not  have  tof 

Dr.  PitiLMPS.  That  is  correct,  sir. 

Mr.  O'Haka.  I  very  much  {Appreciate  your  taking  a  copy  of  the 
study  Mr.  Hollander  brought  us  
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Bi'.PHiM.iPS.Wehaveacopy.  ^  .       ^  . 

Mv.  O'Hara  rcontimiingl,  Examining  the  eftect  of  using  or  taxing 
or  not  taxing  assets  as  such,  because  one  of  the  things  we  are  going 
to  be  talking  to  you  about  when  we  do  get  around  to  putting  together 
legislation  is  this  question  of  the  taxation,  .  j  .1. 

l)r.  PfliLMPs.  Are  you,  in  effect,  making  a  remiest  that  we  study  the 
treatment  of  assets  not  only  in  connection  with  the  legislation,  but  also 
in  connection  with  the  upcoming  discussions  of  the  family  contribu- 
tions schedule  for  the  basic  grant  program  ? 

Mr.  O'Hara.  That  would  be  Hue.  I  have  reallj;  serious  questions 
about  it.  As  you  know,  all  the  trouble  you  run  into  on  BEOG  or 
familv-contrifnition  schediiles  have  to  do  with  tanuly  contributions, 
90  poVoput  of  it,  and  it  is  what  makes  it  complicated.  Some  of  the 
cventlempu  on  the  Appropriations  Committee  are  concerned  about  their 
farm  constituej^ts,  and  so  forth.  There  are  all  kinds  of  problems. 

Dr.  PinM.iPS.  I  believe  we  are  scheduled  to  be  here  tomori'ow  to  talk 
about  the  supplemental  grant  program.  1.  ,x  • 

^Ii'.  O'llAnA.  Thank  you  very  much  for  your  very  enlightening 
testitnouv  on  this  program.  AVc  will  give  it  study.  I  frankly  have  not 


permit  me  to  read  my  Federal  Kegister.  ,    .  . 

Mr.  >Iollando.r,  in  his  appendix,  said  any  State  bc'ginniiig  a  pijoffram 
in  fiscal  year  11)7.t  but  I'eoeiving  some  of  the  initial  fiscal  19<4-7()  funds 
will  not  qualify  for  fiscal  year  1075  funds.  .  .ma 

Dr.  Pntt.t.ti's.  If  they  receive  fiscal  year  approprmtioufi  for  1974, 
thev  would  not  qualify  for  1975  appropriations?  No.  the  only  ques- 
tions would  be  wlietlier  they  continue  to  make  available  the  necessary 
matching  moneys  and  whether  they  meet  other  criteria  established  in 

*^^^Mi?  O'Daiia.  I  think  there  is  a  misunderstanding;  of  what  Mr.  Hol- 
lander said,  *  *  I  note  that  under  the  USOE  interpretation  any 
State  not  now  having  a  State  program  but  estoblishmg  one  after 
.Tune  80, 1974,  would  be  iiu'ligible  to  receive  any  of  the  Federal  funds 
appropriated  for  fiscal  year  1975."  Their  program  would  have  to  be 

^'^Drl^PMiLUPS.  That  issue,  1  believe,  is,resolved  b^'  the  technical 
amendment  tp,  which  1  alluded  in  the  testimony.  He  is  qitite  correct 
that  there  was  a  ruling  within  the  Oilice  of  Education  that  suggested 
we  could  not  do  that,  and  that  is  why  we  sent  up  the  technical  amend- 
ment. Passage  of  that  amendment  means  that  11  States  which  would 
have  been  adversely  affected  by  the  administrative^'uling  will  be  able 
to  receive  their  1974  funds.  And  we  prestmie  that,  having  learned  our 
lesson  this  year,  if  thci'e  should  be  any  further  appropriation  for  this 
program,  we  would  request  the  Congress  to  make  sure  that  comparable 
language  is  contained  in  future  appropriations  acts. 
[The  regulations  referred  to  follow  !J 

1.  Sectiott  lOOli.lo  of  Title  48  of  the  Code  of  n&mi  RegttlaUons  Is  ameaded  by 
^Aintt  a  ttfiw  oata^aoh  (1 )  whtdi  teads  as  follows :  .  ^, 

(irotaffi  to  l»ttttdeif  the  State  Stttdeat  Incentive  Omnt  Pt-ogjiatn  tt««»«>f- 
laed  by  Stle  IV-A-Wth  Hlgheif  ffiducatloa  Act  of  im  aa  amended  (20  U.S.O. 
lW0c-lW0c-»)i 
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i«2o^«^»i[  \  y^^'^l".  1?  ^1^^,  federal  Regulations  is  amended  by  add- 
ing  a  new  Part  102,  which  reads  as  follows : 

PABT  102—SmB!  STUDENT  INCENTIVE  ORANT  PROGRAM 

Sec. 

102.1  Purpose. 

102.2  Definitions. 

1^.3  Allotment  and  reailotment. 
102.4  State  program  requirements. 
102.6  State  applications. 
1'02.6  Student  eligibility. 

iSni         standards  of  determining  substantial  financial  need. 

102.8  Approval  of  State  criteria  for  determining  expected  family  con. 

triDUtion. 
102.0  Maintenance  of  effort. 
102.10  Use  of  funds. 

1^.11  Disapproval  of  State  applications. 

102.12  General  provisions  regulation. 
AUTHORITY!  SMtions  41BA-^lBD  of  Title  IV  of  the  Higher  Education  Act  of 
JSSL^Iv Section  131(b)(1)  86  Stat.  265-^8  (20  T  "s.c"  IWOo- 
1O70C-3),  unless  otherwise  noted. 

8i9g,/  Purpose 

The  mirpoae  of  this  part  is  to  make  incentive  grants  available  to  the  States  to 
assist  them  in  providing  grants  to  eligible  students  with  substantial  financial 
need  to  enable  such  students  to  attend  or  continue  to  attend  institutions  of  higher 
education.  States  niay  develop  new  student  grant  programs,  or  may  expand  exist- 
ing  ones  by  enlarging  the  ''lass  of  eligible  grant  recipients  and/or  by  increasing 
the  slae  of  the  grants  previously  awarded. 

(20  U.S.O.  1070c) 

8102.2  Definitions 

'•Academic  year"  means  a  period  of  time,  usually  eight  (8)  or  nine  (0)  months, 
during  which  a  full-time  student  would  normally  be  expected  to  complete  tlie 
equivalent  of  two  semesters,  two  trimestersj  three  quarters  or  000  clock  hours  of 
instruction. 

« J*f^&/?2K^^^*^^^lX•/«.l.^•  ^oH^P^***  ^  «*Sher  Education  Act  of  lOOB,  as 
amended  (20  U.S.C.  lOtOc-lOTOc-S). 

JV^°S^  ".""^  means  a  period  of  time  which  is  the  equivalent  of  either  (1)  a 
60  to  GO  minute  class,  lecture,  or  recitation,  (2)  two  houttj  of  laboratory,  shop 
training,  or  internship  requiring  outside  preparation,  (3)  two  hours  of  outside 
preparation  related  to  (1)  and  (2),  or  (4)  three  hours  of  laboratory,  sliop  train* 
ing,  or  internship  not  requiring  outside  preparation. 

"Continuing  award"  means  an  a^ard  of  funds  under  this  part  to  a  student  that 
does  not  qualffy  as  an  "initial  award"  as  defined  in  8 102.2. 

Cost  of  education"  means  the  cost  of  education  as  defined  by  each  State. 

"Dependent  student"  is  a  student  who  does  not  qualify  as  "self.supporting  or 
independent  student"  as  defined  in  8 102.2.  it, 

"Expected  family  oontributicn  of  a  dei>endent  student"  means  tlie  sum  of  the 
amounts  which  reasonably  may  be  expectetl  from  the  student  and  liis  simuse  to 
meet  the  student's  cost  of  education  and  the  amount  which  rnnsonably  may  be 
expected  to  be  nmde  availnl)le  to  him  by  his  parents  for  such  purpose. 

"Expected  family  contribution  of  an  independent  or  self-supporting  student" 
means  the  amount  which  reasonably  may  be  expected  from  tlie  student  and  his 
snouse  to  mfe^t  the  student's  cost  of  feducatioM, 

'TUll  time  student"  means  a  student  who  is  carrying  a  full'time  academic 
work  load,  other  than  by  correspondence,  measured  in  terms  of  (1)  course  work  or 
other  required  activities  as  determined  by  the  Institution  in  which  the  student  is 
enrolled,  or  by  the  State  whose  agency  is  administering  the  program  authoriaed 
by  fhe  Act,  including  any  combination  of  courses,  work  experietice,  resenroii  or 
special  studies  which  the  institution  requires  of  the  student  to  consider  iiim  as 
being  engaged  in  full-time  sttidy,  and  which  amounts  to  the  equivalent  of  n  mini- 
mum of  12  semester  hours  or  12  quarter  hours  per  aeademic  term  for  institutions 
tttiliaing  trimesters,  semesters,  or  quarter  liour  s.vsten>s,  or  whieli  ciutslst  of  a 
program  requiring  a  minimum  of  28  dock  hours  per  week  for  those  institutions 
that  do  not  utilise  such  systems,  and  (0)  the  tuiMoa  and  fees  customarily  cliarged 
for  full-time  study  by  the  institution. 
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"Hiiif-tlme  student"  nieiuis  a  student  wlio  Is  cju-rying  ft  Imjf-timo  acndemtc 
inflrt  mcflsS  In        of  (1)  coui'se  work  or  other  required  activities  as 
tbelnKS  the  «tude|vt  Is  enronexl.^^^^^^^^  he  State 

ttMuwB  aEoiicv  Is  administer  ug  the  program  authorlaed  by  tv«/Act,  u  eiuu  ng 
ft,.rnnfflnHoii  of  cmS  Work  experience,  researeli  or  special  studies  which 
Sfflfutlon  i^^^  consider  hhn  as  being  engaged  In  part- 

t lim  St  dv  and  Xch  anu^^     to  a  minimum  of  6  semester  hours  or  6  quarter 
ht«  Vn?^  trimesters,  semesters  or  quarters,  or  ^vhlc•h  con-  ^ 

Sfof  n  oToiram  i^^^^^^^  18  clock  hours  per  Aveek  for  those 

KtS  lon?\Tc^r!!ot  u^lH^e  such  sy^^^^^^^  the  tuition  and  fees 

customarily  charged  for  Imlf-tlme  study  hy  tlie  Institution. 

^^"iSiffinSlrlelfiupportlug  student"  means  an  Independent  or  self-support. 

^"?aSrawa1.?meJL'"tS  made  to  a  student  under  this  part.  A 

nnvmlnt  uXr  this  to  any  Student  who  had  previously  rwielved  a 

EStSf  graS  part  by  any  State  shall  not  be  considered  an 

*"5ltlS?nWSe^  education"  means  an  educatlotuil  Institution  in  any  State 
w!ilPh  /l)  admits  as ^r^^^^^^  students  only  persons  having  a  certlflcate  of  gradu- 
St£^rom  n  Sol  prov  m  secowlary  Education,  or  the  recognlssed  equlva  ent 
nf  Zrr^t  flcnte.  (2)  is  authorised  within  such  State  to  provide  a  pro- 
SraSf  eduS^^^^^^  education.  (8)  provides  an  educational  pro- 

SSS  for  whldi  It  awards  a  bachelor's  degree  or  provides  »}pt  less  than  a  two- 
tirocrain  wljlch  Is  acceptable  for  full  credit  toward  such  a  degree,  (4)  Is  a 
SKSr  nSriflt  Institutions,  and  (5)  Is  ac^i'^dited  by  a  {>«tlo»all  w^^^ 
«  ^0/1  flc-PtiditlnB  nliency  or  association  or.  If  not  so.accredlted.  (I)  Is  an  insiitu- 
tloiTwUh  SpeS  which  the  Commissioner  has  determined  that  there  s  satis- 
fSh^v  Lsurance.  co^^^^  tlie  resources  available  to  the  nstltutlpn,  the 

Sfi  orUme.  fraiiy  d^  it  has  operated,  the  effort  It  Is  making  to 

?n,S?  accrGm&lon  sta^  and  the  purpose  for  which  this  determination  Is 
SgSt  th  t  thrfi^^  will  meet  the  accreclltatlon  f,f  "gfStlJrw^^^^^^^^ 
ageucv  or  association  within  a  reasonable  time,  oi  (U)  lf,"''Jnf"\"fA°l  f^^H 
are  accented,  or  transfer,  by  not  less  than  three  Institutions  wh  ch  a I'e  so 
SccSltS"  fSfcmllt  on  the  aame>.asls  as  if  transferred  from  an  Institution  so 

"^'sSl^term  also  Includes  any  school  which  provides  "ot  less  than  a  one-year 
oroRram  of  training  to  prepare  studeiits  for  gainful  employment  In  a  t^Mognlz^^^^ 
ScSXn  and  which  meets  the  provision  of  clauses  (1).  (2).  (4),  and  (5)  unless 
SSioo^s  a  public  Institution  In  tvhleh  case  It  may  also  be  accredited  by  the 
a  atP  Sncy  n  St  State  whlcli  has  been  listed  by  the  Commlss  oner  as  a  re- 
ihiffi  flut  Srltv  as  to  the  quality  of  public  postsecondary  vocat  onal  education  n 
I  f  State  atir«tiv  Institution  of  higher  education,  as  defined  in 

8  ir '>  \Slch  luis  mi  agr^        with  the  Commissioner  containing  such  teiins 
Lll  cSlidl  ions  aM  Comnilssloner  determines  to  be        ?jy  t^jjf^^^^^^ 
nvniinhiiitv  of  aMSlstance  to  students  at  the  school  modi  this  part  nas  not  re« 
3ed,  and  nKS^^^      an  increase  in  the  tuition,  fees,  or  other  charges  to 
such  students. 

(20  U.S.C.  lOJiT^Kb),  1141(a))  .  x.   »r     ^     *  «  « 

"National  of  the  Vnlted  iSUites"  means  (1)  a  eltlaen  of  the  United  States,  ot 
(2)  a  tSon  who  though  not  a  citizen  of  the  United  States  owes  permanent 
Allegiance  to  the  United  States. 

(8U.S.0.  1101(ft)(22))  „ 
anv  other  iierson,  except  the  student's  spouse,  provides  more  than  onte-half  of  the 
StitdeS  sutiimrt  and  clalmsor  Is  eligible  to  claim  the  student  as  an  exemption  for 
ISIS  IttSme  tti!s  tnu       In  which  case  such  person  shall  be  considered  the 

*"'"Pronrletarv  institution  of  higher  educatloti"  means  a  school  (1)  which  pro* 
vldes  not  iess'tlian  a  slx-montb  program  of  training  to  prepai'e  students  for  gain* 
M  employment^  (2)  which  admits  as  regular  students 

SSySsotKav In^i  certlflcat  of  gradtmtlon  from  a  school  providing  SGcon^ai-y 
Siffin  or  the  recognlaed  equivalent  of  such  a  certificate,  (4)  which  Is  legally 
SoSSSd  by  the  State  In  wh  ch  it  Is  located  to  provide  a  Prof  am  of  educa  Ion 
beyoiidSomlary  education,  (4)  which  ^^^a^t!,pmllted  by  n  nath^imlly  reeognl^sed 
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nrm-tmiUK  UKWioy  or  iisHoolntlon  approved  hy  tin-  ('(.ininl.ss|oiu.r  for  tills  pMpposp, 
(n)  wWeh  Is  not  a  piihllcoi'  othor  lumproflt  itiKtitiitlon,  and  (0)  which  has  Won 
ill  exlsteiioo  foi' at  least  two  years. 
(2or.s.cMoss(h)(a)) 

"SMUo"  lufaiis,  ill  adOIHoii  to  the  sovcnil  states  of  the  Union,  the  DlKtrlct  ot 
^1.?  .V  I'll        <^"'»'»1»^'»n'H'  of  Puoi'to  nifo,  Guam,  Aniorlean  Samoa,  the  Trust 
Territory  of  the  Padtio  Islands,  and  the  YlrKln  IsJands. 
(20  l'.S.C.  1141(b)  i  20  r,s.c,  mS(a) ) 

luSIi'^''''''"*'!",*^  stndont"  means  a  student  who  (1)  Ls  in  attendance  at  aii 
iiistltiitlon  of  higher  education  and  (2)  has  uot  uai-nod  liis  first  bac-calanreate 
or  pwitj'sslonal  degree.  A  student  Who  lias  not  earned  his  first  hawalaureate  or 
professional  degree  and  who  Is  enrolled  In  a  i)ro«raiii  of  study  at  the  postseeondarv 
lev(..|  wh  eh  Is  designed  to  extend  for  more  than  four  acadcmie  years  shall  not 
he  eonsldered  an  umlergradante  student  In  that  portion  of  the  program  that  in- 
voivin  study  beyond  t  ie  fourth  aeademie  year  unless  that  program  leads  to  a 
first  degree  and  is  designed  to  ext.!nd  for  a  period  of  Ave  aendemio  year.s. 
§  193 J  AlMnicnt  and  rcatlotmcnt 

(«)  >d/to;/«(-H<  0/  /or  tnltiul  owanls.—Vvow  the  sums  apj)roprlated  pur- 
s  mnt  to  seetlon  'fluAd.M  I )  of  tlio  Act  Tor  any  flst-al  year,  (he  t-raanilii^hmer  will 
allot  to  each  btate  an  amount  which  hears  the  same  ratio  to  sueh  sums  lis  the 
iHiinher  of  students  n  attendance  as  at  least  lialf-tiine  students  at  InsHt  itlons 
ot  higher  education  In  such  State  hears  to  the  total  number  of  such  .students  In 
such  attendance  In  all  the  State.s. 

(h  )  ttcallotmcnt  of  fumh  for  InUlal  a  ward n. —'Vim  anionnt  of  ativ  State's  allot- 
meiit  under  panigrnph  (a)  of  this  section  for  any  llscal  year  for  that  Stn  e's 
grant  program  for  such  fiscal  year  .v,uill  he  available  for  reallotmeht  from  time 
to  time,  on  such  dates  during  such  year  as  the  Conunissioner  may  fix,  to  other 
State.s  In  proportion  to  the  original  allotments  to  sueh  States  under  paragraph 
(a  )  of  this  section  for  siieli  year,  but  with  such  proportionate  amount  for  niiv  of 
snUi  States  being  reduced  to  the  extent  it  exceeds  the  sum  of  the  Conimlssioner 
estliiintes  such  State  needs  and  will  he  able  to  use  for  such  year  for  carrying  out 
the  State  plan :  and  the  total  of  such  reductions  shall  be  similarly  realloted  among 
the  States  whose  proportionate  amounts  were  not  so  reduced. 

(c)  Any  amount  rea Hotted  to  a  State  under  paragraph  (b)  of  this  section 
seSfi  foJ'sUch  y^.ar  '  '""'^        """^'"^^"t  "'"'"i"  l>n''"Si'«l'l'  (»)  of  this 

«f  Vi,!  }Y  fi'f.  tills  section,  the  number  of  students  in  attetidnnce  as 

"  .  m"  "  '^■""'.^l.''^'"'?"^''  Institutions  of  higher  education  in  a  State  and  in 
nil  the  States  will  he  determined  hy  the  Ooninilssloner  for  the  most  recent  year 
for  which  satl.sfactory  data  are  available  to  him. 

(20  t*.S.rM070c-l) 

^JOUJi  State  pi'oommreqalmttents 

»aay,»;ecelve  funds  allotted  to  it  under  §  192.3  for  any  fiscal  year  only 
If  such  f unds  w^ll  be  expended  pursuant  to  a  State  program  which 
(1)  is  administered  by  a  single  State  agency ; 

of  Imo"  «""'^  ""''^  t'liK"'l'it.v  requlrenu'lits 

VV.  ^l^f^^^*-'^  ^01'  tlie  selPi'ti.')!!  of  recipients  of  such  graiitH  ;!Ji  tlie  basis  of  sul). 
staittial  financial  need  determined  annually  wi  the  basis  of  criteria  estublished 
hy  the  State  and  approved  by  the  Commlssioiier  i 

f4)  provides  that  such  grants  will  he  In  amounts  not  in  exce««  of  $1,600  per 
educalioh  ^'^^''''''^^c^  ^Ji  n  ftill-timc  basis  at  an*  institution  of  higher 

{ ft)  meets  the  niaiiitenance  of  effort  requirement  of  §102.0 ! 

(0)  provides  for  such  fiscal  control  and  fund  accounting  procedures  as  may  be 
ttpcessiiry  to  as.sure  proper  disbursement  of  and  necoufitlng  for  Federal  ftrndspald 
to  th<'  State  under  this  part  i  i »  « 

i..Jl!.'"i?\'*^*'''  «f  s»'cl>  I'Gports,  in  such  form  and  containing  such 

iMforinfition,  as  may  he  reasonably  tieeessary  to  enable  the  (^o  ilssloner  to  per. 

form  his  functions  under  this  part  i  and  ^  - "  ih-x 

(8)  provldesior  the  pa.vnieiit  of  the  non-federal  share  of  grants  awarded  under 
this  part  from  funds  supplied  by  tile  State. 
<20  U.S.C.  ioroo-2) 
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$  t!>2*S  State  appUoatlons 

(a)  Any  State  wishing  to  obtain  a  imyaumt  nnder  this  jmi't  which  has  not 
previously  received  funds  under  this  Act  shall  file  an  nwdlcatlon  with  the  Com* 
mtsstoner,  through  the  State  agency  administering  Its  program  of  student  grants, 
which  shall  he  In  such  form,  and  contain  the  following  Infornmtlon  and  such 
othor  Information  and  assurances,  as  the  Commissioner  may  finmi  time  to  time 
prescribe*  .  ^ 

(1)  a  description  of  tlie  appHcuhle  State  grant  program,  Including: 

(I)  the  name  of  the  State  agency  administering  the  program, 

(II)  a  certification  by  an  appropriate  State  official  that  the  above  State 
agency  Is  the  single  State  agency  responsible  for  the  administration  of  this 
grant  program  and  that  such  agency  has  the  authority  to  participate  In  and 
receive  funds  under  this  partt 

( III )  the  maximum  grant  permitted  under  the  program, 

( Iv)  the  program's  definition  of  substantial  financial  need, 
(v)  the.  criteria  and  procedures  used  In  determining  financial  need.  In 
selecting  grant  recipients  and  In  determining  the  amount  of  such  grants, 
ivi)  a  description  of  the  students  ellgtblo  to  receive  grants,  and 
(vll)  the  type  of  school  students  receiving  grants  under  the  program  maiy 
attend;  ,  ^      , .  • 

{2)  The  amount  of  fimds  tc  ^pent  by  the  State  In  the  fiscal  year  for  which 
funds  are  requested  Under  this  part  for  grants  to  all  students  attending  Instltu* 
tlons  of  higher  education.  Including  grants  to  undergraduate  students  awarded 
such  funds  on  the  basis  of  substantial  need ; 

(3)  The  amount  of  funds.  If  any*  expended  by  the  State  for  grants  to  all 
students  attending  Institutions  of  higher  education.  Including,  grants  to  under- 
gradtmte  students  awarded  such  funds  on  the  basis  of  substantial  finandal  need, 
during  the  second  fiscal  year  preceding  the  fiscal  year  in  which  the  btate  will 
first  receive  funds  under  this  part  5  and  ^  .  ^  ^    ,  «  ^ 

(4)  An  assurance  that  the  State  will  match  the  amount  of  fund  allotted  or 
reallotted  to  it  under  §  192.3  for  the  fiscal  year,  or  if  the  State  cannot  make  such 
an  assurance,  the  amount  of  Federal  funds  that  the  State  can  match  for  that 
fiscal  year* 

(b)  Any  State  which  has  previously  received  funds  under  the  Act  that  wishes 
to  obtain  a  payment  under  this  part  shall  file  an  application  with  the  Commis- 
sioner, through  the  State  agency  administering  its  progfam  of  student  grants^ 
which  shaU  be  in  such  form,  and  contain  the  following  ittformfttion  and  such 
other  information  ot  assurances,  as  the  Commissioner  may  from  time  to  time 
prescribe: 

(1)  the  definition  of  substantial  financial  need  \  • 

(2)  the  criteria  and  pro(!edures  used  In  determining. financial  need»  In  select* 
tng  grant  recipients  and  in  determining  the  amount  of  such  grants  {  ^ 

(3)  the  Information  described  in  $iiibparagrapbs  (2)  and  (4)  of  paragraph 
(a)  of  this  section  {and  ^ 

(4)  an  assurance  that  the  applicable  State  program  continues  to  meet  the 
requirements  of  §182*4*  ,      ,  .  .  ^ 

(c)  The  Commissioner  will  from  time  to  time  establish  cut  off  dates  for  the 
filing  of  applications* 

(20US.C.1070C-2) 

8  m.e  student  etUfMUtf 

In  order  to  receive  a  grant  under  this  part,  a  student  must  (1)  be  a  national  of 
the  United  States,  be  in  tlie  United  States  for  other  than  a  temporary  purpose  atid 
intend  to  become  a  permanent  resident  thereof,  or  be  a  permanent  resldpnt  of 
the  Trust  Territories  of  the  Pacific  Islands}  (2)  be  enrolled  or  accepted  for 
enrollment  as  at  least  a  half-time  undergraduate  student  at  an  institution  of 
$  id^.y  ^tate  itundahu  fot  detemininff  BUhstmtM  financial  n^ed 

(a)  A  State  program  under  this  part  shall  define  substantial  financial  need 
and  establish  standards  for  determining  whether  an  applicant  for  a  grant  has 
higher  education)  and  (8)  have  substantial  financial  need  as  determined  an<» 
nually  inaccodancewlthgmt.     ^  ^  ^ 
mtch  need.  fJuch  standards  may  include,  but  are  not  limited  to 

(1)  a  student*s  expected  family  contribution ; 
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(S)  the  difference  between  a  student's  cost  of  eaucation  and  bis  espected 
family  contribution ;  or 
(8)  the  student's  or  where  relevant,  the  student's  parents'  Income. 

(b)  A  student  will  be  deemed  by  the  Commissioner  to  have  substantial  flnan** 
cial  need  under *a  State  program  (1)  which  determines  such  need  by  evaluating 
only  the  student's  expected  family  contribution  if  that  student's  expected  family 
contribution  is  not  more  than  $2800;  (2)  which  determines  such  need  by  evaluat* 
lug  the  dUtereni^e  between  the  student'*"^  cost  of  education  and  his  expected 
family  contribution  if  that  difference  is  nt  least  $90;  (8)  which  determines 
sitch  need  by  evaluating  the  student's,  and  where  relevanti  the  student's  par* 
ents'  income  if  the  student's  net  income  does  not  exceed  $20,000,  or,  where  rel- 
evant, if  the  parents*  net  income  does  not  exceed  $20,000;  or  (4)  which  deter- 
mines such  neec'  <.n  accordance  with  standards  other  than  those  specifically  listed 
in  paragraph  (a)  of  this  section  if  the  amount  of  need  determined  In  accordance 
with  that  standard  is  reasonably  comparable  to  the  amount  of  need  that  would 
be  determined  under  the  standards  listed  in  paragraph  (a). 

(c)  A  State  program  which  provides  for  the  selection  of  recipients  on  the 
basis  of  criteria  which  do  not  qualify  under  the  provisions  of  paragraph  (b) 
may,  nevertheless,  be  approved,  pursuant  to  Section  4150(b)(4)  of  thn  Act,  it 
the  State  demonstrates,  to  the  satisfaction  of  the  Commissioner,  that  such 
program  provides  for  the  selection  of  recipients  only  on  the  basis  of  substantial 
financial  need. 

(20  U.S.C.  1070C-2) 

8 192*8  Approml  of  State  criteHa  for  deiemininff  ewpected  f amity  contHhutim 

(a)  Dependent  BtudeniB*^^^  Commlssoner  will  approve  the  criteria  of  a 
State  program  which  uses  an  expected  family  contribution  in  determining 
whether  a  dependent  student  has  substantial  financial  need  If  such  State  takes 
into  consideration  at  least  the  following  factors  In  determining  the  amount  of 
Income  and  net  assets  that  should  reasonably  be  made  available  by  the  student^ 
the  student's  spouse  and  the  student's  parent  for  meeting  the  student's  cost 
of  education: 

(1)  any  serious  family  Illness ; 

(2)  the  number,  of  dependent  children  of  the  student's  parents; 

(3)  the  numbei^  of  such  dependent  children  attending  institutions  of  higher 
education;  and 

<4)  such  other  circumstances  as"  may  affect  the  ability  of  the  student  and 
student's  parents  to  contribute  toward  the  cost  of  the  student's  education. 

(b)  IndipeMm  oi*  Belt^mppmtm  ntudenU**^-^^  Comnllssloner  will  approve 
the  criteria  of  a  State  program  which  utlllises  an  expected  family  contribution 
in  determining  whether  an  Independent  or  self-supporting  student  has  snbstan* 
tlal  financial  need  If  such  State  takes  Into  consideration  ^t  least  the  following 
factors  when  calculating  that  {k>rtion  of  the  Income  and  neb  astets  of  the  stU" 
dent  and- the  student's  spouse  which  should  reasonably  be  made  available  for 
meeting  the  student's  cost  of  education  i 

( 1)  any  seriouia  Illness  in  the  student's  fatally ; 

( 2 )  the  number  of  dependent  children  of  the  student ;  ' 

(8)  the  number  of  such  dependent  children  attending  InsUtutlons  of  higher 
education;  and 

(4)  such  other  circumstances  as  may  affect  the  ability  of  the  student  or 
spouse  to  contribute  toward  the  cost  of  the  student's  education. 

(c)  The  Commissioner  has  determined  that  any  of  the  following  need  analysis 
systems  or  methods  of  calculation  meet  the  criteria  set  forth  In  paragraph  (a) 
and  (b)  of  this  section.  Thus,  In  determining  the  amotint  of, a  student's  expected 
family  contribution  a  State  may 'use  t 

(1)  systems  of  need  analysis  published  by  the*  American  College  Testing  Serv*  • 
ices  and  the  College  Scholarship  Servlcoi 

(2)  the  method  of  calculating  an  expected  family  contribution  used  in  the 
Basle  Educational  Opportunity  Grant  Program  (4B  CFR  100),  or 

(3)  for  dependent  students  only,  the  Income  Tax  System— For  purposes  of 
tills  part,  the  expected  family  contribution  calculated  according  to  the  Income 
Tax  System  Is  an  amount  equal  to  the  ammtnt  of  income  tax  paid  by  the  parents 
of  sitdi  student,  6  percent  of  such  parents'  net  assets  In  excess  of  $7,600  and 
any  amount  the  student  Is  reasonably  abel  to  contribute. 

(d)  The  Coinmlssloner  will  approve  any  other  need  analysis  system  or  method 
of  calculation  which  produces  an  expected  family  contribution  reasonably  com- 
paratiltt  to  those  oroduced  by  those  described  in  paragraph  <<j)  of  this  section. 
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(20  U.S.0. 1070C-2) 

^192.9  Maintmance  of  effort 

The  amount  of  fimds  expended  by  the  State  lor  the  non-Federal  portion  of 
awards  made  under  this  part  for  each  fiscal  year  shall  represent  an  additional 
expenditure  for  that  year  by  that  State  over  the  amounts,  if  any,  expended  by 
such  State  for  grants  to  all  students  attending  Institutions  of  higher  education 
during  the  second  fiscal  year  preceding  the  fiscal  year  in  which  such  State  initially 
received  funds  under  this  part. 

(2OU.S.ai(W0c-2(b)(4)) 

§         v^e  of  tm(l8 

Funds  paid  to  a  State  under  this  part  may  be  used  by  such  State  only  to  pay 
50  percent  of  the  amount  of  student  grants  made  under  ^  this  part* 

(20  U.f$.C.  1070C-2) 

§  192J1  Dinappvovat  of  State  appUcationa 

The  Commissioner  will  comply  with  the  provisions  of  §  2418D  of  the  Axjt 
(regarding  notice,  opportunity  for  a  hedringi  and  Judicial  review)  before  finally 
disapproving  any  application  of  a  S^ate« 

(20  U.S.C.  1070C-3) 

8 19SJ2  General  prwMom  refutation 

Assistance  provided  under  this  part  is  subject  to  applicable  provisions  con- 
tained in  Subchapter  A  of  this  Obapter  (relating  to  fiscal,  administrative  and 
other  matters). 

(20U.S.0. 1070c-10TOc-3) 

Mr.  0-H AnA.  Thank  you  very  much. 

The  special  stiheomniittee  will  stand  in  adjournment.  We  ate  sched- 
uled to  meet  at  9  :;}0  tomorrow  morning  in  this  room  on  grant  programs. 

(Whereupon^  at  10:40  a.m.  the  subcommittee  recessed^  to  reconvene 
at  9:30  a.m.  on  the  following  day,  Tuesday,  June  ll,  19y4*) 


National  Association     Statej  SottotAKSHiP  PaoonAMs, 

June  lU  191 

Jamks  0.  0*HAttA.  . 

Chairman,  Special  Hiihcomnittee  on  Mucatio%  Borne  of  Bepre8entatii)e6f  Can* 
mn  House  Office  BuMinfft  WasMngtont  D^O. 

Dkau  ToNoRKfiSMAN  OllAitA :  On  behalf  of  the  National  Association  of  State 
Scholarship  ProtMUuns.  I  would  rt«aln  like  to  express  our  at)i)reclatlon  to  you  for 
the  Invltntion  to  testify  on  June  0,  before  your  Special  ^Subcommittee. 

After  the  hearing,  a  number  of  us  discussed  your  creative  suggestion  that 
matching  federal  funds  might  be  offered  to  the  states  which  could  then  use  the 
funds  to  match  a  variety  of  different  pi^gramsi  We  enthusiastically  endorse  this 
concept  and  suggest  that  a  variety  of  state  resppnses  might  result,  Including: 

(1)  Matching  grant  programs  to  meet  speclflcally  identified  state  needs,  e.g., 
low«income  students,  minority  students,  middle  Income  students,  etc. 

(2)  Matching  workstudy  and/or  community  service  employment  programs, 
tinder  such  programs,  the  state  agency  might  coordinate  oif^campus  and  summer 
employment  opportunities  while  the  instltuttotis  would  concentrate  on  an  on* 

campus  effort.  ^     .....    '        ...  ^  ^  ^ 

(8)  Matching  loan  programs  under  which  the  states  might  use  the  funds  to 
make  lonns  directly,  subsldlsse  loan  interest  payments,  or  build  reserve  funds. 

(4)  Matching  programs  combining  in  a  variety  of  ways  the  grant-work-loan 
options  described  above.  ^     ^  .  * .    .  ^ ^  .      ..4  v 

A  critically  tmportatit  feature  of  such  a  program  would  be  that  the  states  would 
have  the  flexlbiUty  to  meet  their  unique  student  aid  needs.  The  federal  govern- 
ment, on  the  other  hand,  would  participate  lu  the  establishment  of  broad  goals 
and  objectives.  The  State  Plan  approach  used  successfuny  in  other ^t>rograms 
Includliij}  the  Higher  Education  t^aciUties  Act  of  1968  might  be  used  to  implement 
such  a  federal-state  cooperative  effort 
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We  would  wolodiiie  tlie  opportunity  to  work  with  you  and  nieiulKnvs  the 
Subcomtultteo  staff  to  Hurthor  refine  this  concept  and  prepare  fiscal  esrinjates 
If  you  fuel  this  is  a  viable  option  which  will  lie  considered  in  the  planned  revision 
of  Title  IV. 

Sincerely, 

Richard  Johnston, 

PresUtent,  yAS^'^P, 

North  Carouna  State  Education  Assistance  Adthority^ 

Chapei  HUl,  2V.(7.,  May  lOti. 

Hon,  James  Q*  O^Hara^ 

Ohairman^  House  SuboomnUttee  on  Bdimtion,  House  of  Representatives^  Oon* 
gress  of  the  United  StateSf  WasMngtonf  D^O, 
Dear  Congressman  0*Hara  j  As  you  begin  comprehensive  hearings  on  a  broad 
mnge  of  topics  relating  to  student  assistance  including  consideration  of  how 
existing  programs  may  be  restructured  to  produce  more  efficient  results,  I  do 
hope  that  you  will  take  Into  account  the  need  to  provide  at  the  Federal  level  the 
most  flexible  language  that  will  permit  and  encourage  creative  and  Innovative 
participation  among  all  the  states.  Degrees  of  sophistication  in  student  financial 
aid  delivery  systems  among  the  states  vary  v^ldely,  but  a  specific  objective  of  any 
new  Federal  legislation  should  be  the  inclusion  of  flexibility  into  Federal  acts  so 
as  to  allow  states  the  latitude  of  tailoring  state  programs  with  the  Federal 
programs  in  unique  ways  to  meet  the  unique  needs  of  the  individual  residents 
of  a  given  state* 

I  trust  that  this  point  will  be  made  by  others  as  you  receive  testimony  from 
them  in  the  days  ahead. 
Very  truly  youv% 

Stan  0*  Broadway. 
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STUDENT  FINANCIAL  ASSISTANCE-PART  6 
(Grant  Programs) 


TUESDAY,  JUNE  11,  1974 

House  op  Representatives, 
SFE01AI4  Subcommittee  on  Education 
OP  THE  Committee  ON  Education  AND  Labor, 

"Wmhingtm,,  D.G, 

The  subconmnttee  met  at  0  :flO  a.m.,  pursuaiit  to  call  in  !'onm  22(11, 
Rayburn  House  Office  Building,  Washington,  D-C,  Hon.  James  G. 
O'Hara  (presiding).  , 

Present  j  Representatives  O'Hara  and  Dellenba'^k. 

Staff  members  present;  Jim  Harrison,  staff  director}  Elnora  Teets, 
clerk}  Robert  0.  Andringa,  minority  staff  director;  and  John  Lee, 
minority  staff.      •  .  , 

Mr.  OIIaka.  This  tnominij:  wa  Iwxin  our  hcnvin-;s  011  the  gmnt  seg- 
ment of  the  student  aid  package.  We  have  had  several  hearings  on  the 
basic  educational  opportunity  grant  program  and  for  that  reason  I 
have  asked  the  Office  of  Education  to  focus  primarily  on  the  supple- 
mental educational  opportunity  grant  program  in  its  presentation  this 
morning.  ,      .  1 

First,  at  this  point  in  the  record,  I  would  like  to  have  inserted  the 
text  of  that  part  of  the  Higher  Education  Act  which  establishes  the 
basic  grant  and  supplemental  grant  programs. 

(The  statutory  language  inferred  to  is  Title  IV,  Part  A,  subparts  1  and  2  o£ 
the  Higher  Education  Act  of  1966,  as  amended.) 

(169) 

/ 


-12 


ERIC 


<i  <j  ^ 


APPENDIX  I 


TITLE  IV— STUDENT  ASSISTANCE 


VAWV  a— GttANTS  TO  SfUDEXtS  IN  ATTENDANCE  AT  INSTITUTIONS  HlOHEft 

Education 


Sko*  401.  (a)  It  Is  the  purpose  o£  Oils  part»  to  assist  In  making  available  the 
benefits  of  post^eeondary  education  to  qualified  students  in  institutions  of  bighet 
education  by— < 

(1)  providing  basic  educational  opportunity  grants  (bereinuf  ter  referred  to 
as  **basic  grants*' )  to  all  eligible  students ; 

(2)  providing  supplemental  educational  opportunity  grants  (hereinafter 
referred  to  as  ^'supplemental  grants*')  to  those  students  of  exceptional  need 
wbo»  for  lack  of  such  a  grant»  would  be  unable  to  obtain  the  benefits  of  a  post- 
secondary  education; 

(8)  providing  for  payments  to  the  States  t6  assist  them  in  making  financial 
aid  available  to  such  students ; 

(4)  providing  for  special  programs  and  projects  designed  (A)  to  identify 
and  encouvage  uualifled  youths  with  financial  or  cultural  need  with  a  poten* 
tal  for  postseconary  education,  (B)  to  prepare  students  from  low*income 
families  for  postsecondary  education,  and  (0)  to  provide  remedial  (including 
remedial  language  study)  and  other  services  to  students;  and 
(6)  providitig  assistance  to  institutions  of  higher  education, 
(b)  The  (Commissioner  shall,  in  accordance  with  subpart  1, 2,  3, 4  and  5,  carry 
out  programs  to  achieve  the  purposes  of  this  part. 

(20  U.S.0. 1070)  Enacted  June  23, 1972,  P.L.  02-818,  sec.  131(b)(1),  86  Stat. 
247-248;  amended  June  23, 1972,  P.L.  92-318,  sec.  1001(c),  86  Stat  881. 


BASIC  BDtrOATIOiVAti  Oi'^onTUNITY  onANTS !  Al^tMoUNT  AND  DETERMINATIONS ; 

At*mOATlONS 

Sec.  411.  (a)  (1)  The  Commissioner  shall,  during  the  t>criod  beginning  July  1, 
1972,  and  endUig  June  80, 1975,  pay  to  each  student  who  has  been  accepted  for 
enrollment  in,  or  is  in  good  standing  at,  ah  institution  of  higher  education  (ac« 
cording  to  the  prescribed  standards,  regulations,  and  practices  of  that  institu** 
tion)  for  each  academic  year  during  which  that  student  is  in  attendance  at  that 
institution,  as  an  undergraduate,  a  basic  grant  in  the  amount  for  which  that  stu- 
dent is  eligible,  as  determined  pursuant  to  paragraph  (2 ) 

(2)  ( A)  (i )  The  amount  of  the  basic  grant  for  a  student  eligible  under  this  sub- 
part  for  ai^y  academic  year  shall  be  $1,400,  less  an  amount  e^ual  to  the  amount 
determined  tinder  paragraph  (S)  to  be  the  expected  family  contribution  with 
respect  to  that  student  for  that  year.  '  . 


freshmen  in  the  Academic  year  1078-^1074;  (ind  Ibo  freshmen  fthd  »ophomoreti  in  the  adademic 
year  1974-1076. 


STATEMENT  OF  PURPOSE  I  PBOOHAM  AUTHOHISSATION 


SUBPABT  l--*BAsid  Eduoationaii  Oppoiitunitv  Grants 
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(11)  In  any  case  where  a  student  attends  an  Institution  of  hl^er  education  on 
less  than  a  full-tlme  basis  during  any  academic  year»  the  amount  of  the  basic 
grant  to  which  that  student  Is  entitled  shuU  be  reduced  in  proportion  to  the  degree 
to  which  that  student  is  not  so  attending  on  a  full-time  basis»  in  accordance  with  a 
schedule  of  reductions  establi^ed  by  the  Cotaunissloner  for  the  purposes  of  this 
division.  Such  schedule  of  reductions  shall  be  established  by  regulations  and  pub* 
llshed  in  the  Federal  Register  not  later  than  February  1  of  each  year. 

(B)  (I)  The  amount  of  a  basic  grant  to  which  a  student  is  entitled  under  this 
subpart  for  any  academic  year  shall  not  exceed  50  per  centum  of  the  actual  cost  of 
attendance  at  the  histitutlon  at  which  the  student  is  in  attendance  for  that  year. 

(iij  No  basic  grant  under  this  subpart  shall  exceed  the  difference  between 
the  expected  family  contribution  for  a  f)tudent  and  the  actual  cost  of  attendance 
at  the  institution  at  which  that  st^'r  <;vls  in  attendance.  If  with  respect  to  any 
studenti  it  is  determined  that  the  ?  Uvt  of  a  basic  grant  plus  the  amount  of  the 
expected  family  contribution  fr  m  a,l  student  exceeds  the  aqtual  cost  of  attend- 
ance for  tliat  year»  the  amount  of  the  basic  grant  shall  be  reduced  until  the 
combination  of  expected  family  contribution  and  the  amount  of  the  basic  grant 
does  not  exceed  the  actual  eost  of  attendance  at  such  institution. 

(ill)  No  basic  grant  shall  be  awarded  to  a  student  under  this  subpart  if  the 
amount  of  that  grant  for  that  stude'^t  as  determined  nnder  this  paragraph  for 
any  academic  year  is  less  than  $200.  Pursuant  to  criteria  established  by  the  Oom« 
missioner  by  regulation^  the  institution  of  higher  education  at  Which  a  student 
is  in  attendance  may  award  a  basic  grant  of  less  than  $200  upon  a  determlna* 
tlon  that  the  amount  of  the  basic  grant  for  that  student  is  less  than  $200  because 
of  the  requirement  of  division  (i)  and  that»  due  to  exceptional  circumstances» 
this  reduced  grant  should  be  made  in  order  to  enable  the  student  to  benefit  from 
postsecondary  education. 

(iv)  For  the  purpose  of  this  subparagi^aph  and  subsection  (b)  the  term^'actUal 
cost  of  attendance'^  means»  subject  to  regulations  of  the  Gommlssloner,  the 
actual  per*student  charges  for  tuition^  fees»  room  and  board  (or  expenses  related 
to  reasonable  commuting) »  books»  and  an  allowance  for  such  other  expenses  as 
the  Commissioner  determines  by  regulation  to  be  reasonably  related  to  attend- 
ance at  the  institution  at  which  the  student  is  in  attendance. 

(3)  (A)(1)  Not  later  than  February  1  of  each  year  the  Commissioner  shall 
publish  In  the  Federal  Register  a  schedule  of  expected  family  contributions  for 
the  succeeding  academic  year  for  various  levels  of  family  Income^  which>  except 
as  is  otherwise  provided  in  division  .(ii)»  together  with  any  amendments  thereto* 
shall  become  effective  July  1  of  that  year.  During  the  thirty*day  period  following 
such  publication  the  Commissioner  shall  provide  Interested  parties  with  an  op« 
fmrtunlty  to  present  their  views  and  make  recommendations  with  respect  to 
such  schedule. 

(11)  The  schedule  of  expected  family  contributions  required  by  division  (1) 
for  each  academic  year  shall  be  submitted  to  the  President  of  the  Senate  and 
the  Speaker  of  the  Bouse  of  Representative)}  not  later  than  February  1  of  that 
year.  If  elthe  the  Senate  or  the  House  of  Representatives  adopts,  prior  to 
May  1  of  such  year»  a  resolution  of  disapproval  of  such  schedulCi  the  Commls* 
sloner  shall  publish  a  new  schedule  of  expected  family  contributions  In  the  Fed- 
eral Register  not  later  than  fifteen  days  after  the  adoption  of  such  resolution 
of  disapprovuli  Such  new  schedule  shall  take  Into  consideration  such  recom« 
mendations  as  may  be  made  In  connection  with  such  resolution  and  shall  become 
effective*  together  with  any  amendments  thereto*  on  July  1  of  that  year.'' 

(B)(1)  For  the  purposes  of  this  paragraph  and  subsection  (b)>  the  term 
"family  contribution*'  with  respect  to  any  student  means  the  amount  which  the 
family  of  that  student  may  be  reasonably  expected  to  contribute  toward  his 
postsecondary  education  for  the  academic  yeat^  for  which  the  determination 
under  subparagraph  (A)  of  paragraph  (2)  Is  made,  as  determined  In  accordance 
with  regulatiovi'^  In  promulgating  such  regulations,  the  Commissioner  shall 
follow  the  bas;<;  criteria  set  forth  In  division  (11)  of  this  subparagraph. 

^1?hd  fhitiol  family  coutribution  schedule  was  submitted  to  the  Cougress  oh  February  1, 
1073.  A  teftolutlott  of  dlsftpprovnl.  H.  Kee.  204i  was  Introduced  ou  Fewuary  ^Kattd,  after 
fieitriugd,  tne  autk^ommittee  of  refet^euee  voted  ou  April  S|  I07d»  to  table  the  resolution.  Th^ 
Comturssiouer, of  Education  ^VAS  so  uotifted.  fThe  second  family  contribution  soheduie  mn 
submitted  to  tho  Conitress  on  septemoer  25, 1D7S*  A  resolution  of  disAoproval.  H.  Res.  je^i 
wns  introduced  o&  the  same  (Iny,  atid.  After.hearintfSi  the  Special  suhoommittee  on  ^du« 
Afttidu, voted  to  table  the  resolution  on  JDecemoer  20,  io7d  and  so  advised  the  Commlssioneri 
Thoujth  no  resolution  Wfts  Introduced  in  the  Senatoi  the  Senate's  Subcommittee  on  Muea« 
(ion,  on  December  10,  did  vote  not  to  disapprove  of  the  schedule,  and  so  advised  the 
Cfommissioner. 
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(Ji)  The  bnslc  eritwrla  tn  lie  foUowod  in  promulgating  fegulations  witli  resiwet 
to  expectea  family  contril»utlons  are  i\A  follows  j 

(I)  The  amount  of  the  eflfeetive  income  of  the  student  or  the  effective 
family  income  of  the  student's  family. 

(II)  The  number  of  aependents  of  the  family  of  the  student. 

(III)  The  number  of  dependents  of  the  student's  family  who  are  in  at- 
tendance in  a  progra  n  of  postsecondary  education  and  for  whom  the  family 
may  be  reasonably  expected  to  contribute  for  their  postsecondary  education, 

(IV)  The  amount  of  the  assets  of  the  student  and  those  of  the  student'.«j 
family.  • 

(V)  Any  Unusual  expenses  of  the  student  or  his  family,  such  as  unusual 
medical  exper.>«js,  and  those  which  may  arise  from  a  catastrophe. 

(ill)  For  the  tiurposes  of  clause  it)  of  division  (11),  the  term  "effective 
family  income"  v/ith  respect  to  a  student  means  the  annual  adjusted  family  In- 
come,  as  determined  In  accordance  with  regulations  prescribed  by  the  Commis- 
sloner,  received  by  the  parents  or  gujirdlan  of  that  student  (or  the  person  or 
persojis  having  an  equivalent  relationship  to  such  studejit)  ndnus  Federal  in^ 
come  tax  paid  i»r  payable  with^  respect  to  such  income. 

(iv)  In  detei'mlnlng  the  expected  family  contrlltutlon  with  rewpeet  to  any 
student,  any  amount  paid  under  the  Social  Security  Act  to,  or  oh  account  of,  thfe 
student  which  would  not  be  paid  if  he  were  not  a  student,  and  one-half  any 
amount  paid  the  student  under  chapters  84  and  85  of  title  38,  United  States 
''^^  «*•  considered  rs  efl!eetive  Income  for  such  student. 
(C)  The  Commissionw-  shall  promulgate  special  regulations  for  determln- 
ing  the  expected  family  contribution  and  effective  family  income  of  a  student 
who  is  determined  (pursuant  to  regulations  of  the  Commissioner)  to  be  inde- 
pendent  of  his  parentti  or  guardians  (or  the  person  or  persons  having  an  enul. 

L^li"?!!^'*  ^  to  such  student). -such  s|jeelal  regulations  shall  be  con- 
^*^*5vV^'v  i"'^!®''*"  division  (ID  of  subparagraph  (B). 

«      <^)-T'>e  period^  during  which  a  student  may  receive  basic  grants  shall  be 
the  period  r«iuired  for  the  completion  of  the  undergraduate  course  of  study 
student  at  the  Institution  at  which  tlie  student  is  in  at- 
tendance, except  that  such  period  may  not  exceed  four  academie  years  unless-^ 
(i)  the  student  is  pursuing  ti.  course  of  stndy  leading  to  a  first  degree  In 
a  program  of  study  which  is  designed  by  the  institution  offering  it  to  extend 
over  five  academic  years }  or 

#Ji*l]«S«^iV»®"*  be,  unable  to  complete  a  course  of  st-ttdy  within 

four  academic  years  because  of  a  requirement  of  the  Institution  of  such 
course  of  study  that  the  student  enroll  In  a  noUcredit  remedial  course  of 
study  5 

in  either  which  case  such  period  may  be  extended  for  not  more  timn  one  nddi- 
rionai  academic  year. 

fnml  ^!?^ttS»'TiTi'.''^*"^S  (11)  of  subparagraph  (A),  a  "noncredlt  remedial 
f  ^L^^^    f  «t"^y      which  no  credit  is  given  toward  an 

rS"*!**  ^^^^^^  '^"^  ^^^"^    designed  to  increase  the  ability  of  the  student  to 
25  «5,<lergraduate  course  of  study  leading  to  such  a  degree. 
P/iiV  tBu  <^?.»n*nl8Slotter  shall  frotn  tinie  to  time  set  dates  by  which  students 
must  file  applications  for  basic  grants  under  this  subpart. 

(2)  Each  student  desiring  a  basic  grant  for  any  year  juust  file  an  application 
therefor  ttontaining  such  information  and  assurances  as  the  Oonunlssioner  mav 
ilmler  thfsTubpart^  '^^^^^  functions  and  responsibilities 

(8)  (A)  Payments  under  this  section  shall  be  made  In  accordance  with  regula- 
Hons  promulgated  by  thu  Commissioner  for  such  purpose,  in  sueli  Juanner  na  will 
liest-nocpmpirsh  the  purposes  of  this  section.  »  "swm 

(B)(1)  If,  during  any  period  of  any  flscnl  year,  the  funds  available  for  pay- 
lM"*"..l'!'?ff  1?''  Ittftifflt^^lfHt  to  satisfy  fully  all  entitlements  under 

this  subpni^,  the  amoujit  oaid  wltli  respect  to  each  such  etitltlement  shall  be- 
(I)  m  the  cn<!e  of  any  entltlenu>nt  which  exceeds  $1,000, 18  per  centum 
thereof  i 

4.  lil?  J?  '^^  .'l"^  entitlement  which  exceeds  $800  but  does  not  exceed 

$1 ,000,  TO  per  centum  thereof  I 

^Jllli'U^'^  entitlement  whldh  exceeds  $600  but  does  not  ex* 

ceed  .<!800, 08  per  pentum  tliereof  \  and 


(IV)  in  the  case  of  any  entitlement  which  does  not  exceed  $600,  60  per 
centuhj  thereof,  *    »     i  e« 
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(ID  Ui  (luvlui?  Huy  imUnX  of  nny  fiscal  fumls  available  tov  \mUlm  imy* 
imnits  tuultM'  this  subpart  oxcihhI  tlu?  utuount  iiocmsary  to  nuiKe  the  payiumits 
prescribed  in  rtlvisloii  (l)»  .such  excels  ^ball  Im  paid  with  Vesiau't  to  eadi  eUtitU^ 
ment  under  this  subpart  In  proportion  to  the  degree  to  which  that  tnititleniont  Is 
unsatisfied,  after  paynietits  are  made  pursuant  to  division  (i). 

(iil)  In  the  event  tluU,  at  tlie  time  when  payments  are  to  l)e  nnido  pursuant  to 
this  subparaia;rapli  (B),  funds  available  therefor  are  insnfllcient  to  pay  the 
auiounts  set  forth  iu  division  (l),  the  Oonuaissloner  shall  pay  witli  respeet  to  each 
entitletnent  an  amount  whioh  bears  the  same  ratio  to  the  appropriate  amount  5$et 
forth  lu  division  (1)  as  ttie  total  amount  of  funds  so  available  at  such  time  for 
sueli  payments  bears  to  the  amount  necess'iry  to  pay  the  amounts  Indicated  in 
division  (i)  in  full. 

(iv)  N(»  method  of  cumputinf,'  or  nmaner  of  distrlbuttoa  of  payments  under 
thU  subpart  shall  i>e  used  which  is  not  consistent  with  this  subparagraph. 

( v)  In  no  case  shall  a  payment  under  this  subparagraph  be  made  if  the  amount 
of  stich  paynnait  after  application  of  the  provisions  of  this  subparagraph  is  less 
than  $50, 

(C)  (i)  During  nay  fiscal  year;ln  which  the  provisions  of  subpamgraph  (B) 
apply,  a  basic  grant  to  any  student  shall  not  exceed  50  per  centum  of  the  difference 
between  the  expected  family  contribution  for  that  student  and  the  actual  cost 
of  attendance  at  the  institution  In  which  the  student  is  enrolled,  unless  sums 
available  for  nmklag  payments  under  this  subsection  for  any  fiscal  year  equal 
more  than  75  per  centum  of  the  total  amount  to  which  all  students  are  entitled 
under  this  stibpart  for  tlmt  fiscnl  year,  in  which  case  no'basic  grant  shall  exceed 
00  pL»r  centum  of  sitch  difference. 

(il)  The  limitation  set  forth  iu  division  (1)  shall,  when  applicable,  be  in  lieu 
of  the  limitation  set  forth  in  subparagraph  (B)(i).  of  subsection  (n)(2). 

ii)  No  payments  nmy  be  nmde  on  the  basis  of  entitlements  established  under 
this  subpart  during  any  fiscal  year  ending  prior  to  July  1,  1973,  in  which— 

(A)  the  appropriation  for  nmking  grants  under  subpart  2  of  this  part 
does  not  at  least  equal  $130,093,000 ;  and 

(B)  the  appriH)rlatlon  for  work^study  payments  under  section  441  of  this 
titles  does  not  at  least  equal  $237,400,000  j  and 

(C)  the  apiu'oprltttion  for  capital  contributions  to  sMulent  loan  funds 
under  part  K  of  this  title  does  not  at  least  equal  $280,000,000. 

(20  tJ.S.C.  1070a)  Enacted  .tune  23, 1972,  P.L.  92-318,  see.  181(b)  (1),  80  Stat. 
247-251. 


Subpart  2— Supplemental  Educational  Opportunity  Orants  , 
puni>osR ;  Aiu»aoi»ttUTioNs  Amnonm\> 

Sfcc.  413A.  (a)  It  is  the  purpose. of  thi^  subpart  to  provide,  through  institutldns 
of  higher  edncatioti.  supplemental  grants  to  assist  in  nmking  nvailabte  the  bene* 
fits  of  postsecondary  education  to  qualified  students  who,  for  lack  of  financial 
menus,  would  be  unable  to  obtaiti  such  benefits  without  such  a  grant. 

(h)(1)  t'or  the  purpoi<e  ot!  ennbiilig  the  Oommtssi(mer  to  make  payments  to 
insrltuttons  of  higher  education  which  have  made  agfeements  with  the  Com^ 
njls«loner  in  accordance  with  section  4180(h),  for  use  by  such  institutions  for 
payments  to  itndergraduate  students  for  the  initial  academic  year  of  a  supple- 
mental grant  awarded  to  them  under  this  subt>art,  there  are  authori^iCd  to  be 
apt^roju'tated  $2(M),000,000  for  the  fiscal  year  ending  ilune  80, 1978,  and  for  each 
of  the  succeeding  fiscal  years  ending  prior  to  July  1,  1973.  Funds  appropriated 
piu'vunnt  to  tills  paragraph  shall  be  appropriated  set»arate  from  any  ftmds  appro* 
printed  pursuant  to  paragraph  (2). 

(2)  In  addition  to  the  sums  authorised  tolm  appropriated  by  paragraph  (1), 
there  ai'e  authorti^ed  to  he  approt^riated  such  sums  as  may  be  necessary  for  pay*^ 
ment  to  institutions  of  higher  education  for  use  by  such  institutions  for  making 
contlntilpg  supplemental  gi'auts  under  this  subpart,  except  that  im  approjalatlon 
may  be  nutde  pursuaiit  to  this  paragraph  for  any  fiscal  year  beginning  more  than 
thi'ce  yearM  after  the  ln«t  year  for  which  an  ai)propriation  Is  authorissed 
iwuhM'  pnraghtph  (i),  VumU  appropriated  pursuant  to  tids  paragraph  shall  be 
appropriated  separate  from  any  fundf^  appropriated  ptu'suant  to  paragraph  (1). 

(3)  Hixm  appropriated  pursuant  to  this  subsection  for  any  flfjcal  year  ^hall 
be  available  tot  payments  to  institutions  until  the  end  of  the^flscal  year  sticceed* 
ing  the  fiscal  year  for  which  they  were  appropriated. 
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(4)  For  the  purposes  of  tiUs  subsection,  payment  for  the  first  year  of  a  supple- 
mental  grant  shall  not  bo  considered  as  an  initial  year  payment  if  the  grant  was 
awarded  for  the  continuing  education  of  a  student  who— 

(A)  had  been  previously  awarded  a  supplemental  grant  under  this  sub- 
part  (whether  by  another  institution  or  otherwise),  and 

(B)  had  received  payuiont  for  any  year  of  that  supplemental  grant, 

(20  U.S.C.  1070b)  BJnacted  June  28.  1072,  P.L.  02-818,  sec.  131(b)  (1)»  80  Stnt,  251.  262. 

AMOUNT  Am  DURATION  OP  GRANTS 

Sec.  41SB.  (a)  (1)  From  the  funds  received  by  it  for  such  purpose  undor  this 
subpart,  an  institution  which  awards  a  supplemental  grant  to  a  student  for  an 
academic  year  under  this  subpart  shall;  for  such  year,  pay  to  that  student  an 
amount  determined  pursuant  to  paragraph  (2) . 

L*^  The  amount  of  the  payment  to  any  students  pursuant  to  pamgraph 
(1)  shall  be  equal  to  the  ampunt  determined  by  the  institution  to  be  netnlefl  by 
that  student  to  enable  him  to  pursue  a  course  of  «»tudy  at  the  institution,  except 
that  such  amount  shall  not  exceed^ 

(I)  $1,500,  or 

(II)  one-half  the  sum  of  the  total  amount  of  student  flnan-Jal  aid  pro* 
vided  to  such  student  by  such  institution,  * 

whichever  Is  the  lesser. 

(11)  No  student  shall  be  paid  during  all  the  academic  years  he  is  pursuing  his 
undergraduate  course  of  study  at  one  or  more  .institutions  of  higher  etlncatlon 
in  excess  of  $4,000  or  in  the  case  of  any  student  to  whom  the  provisions  of  sub- 
section (b)  (1)  (B)  apply,  $5,000. 

.  J^S  purposes  of  clause  (11)  of  division  (i),  the  term  ''student  finan- 

cial aid'*  includes  assistance  payments  to  the  student  under  subpart  1  of  thls-part 
and  parts  0  and  E  of  this  title,  and  any  assistance  provided  to  a  student  under 
any  scholarship  program  established  by  a  State  or  a  private  institution  or  orga- 
nisation, as  determined  in  accordance  with  regulations,  shall  be  deemed  to  be 
aid  provided  such  student  by  the  institution. 

(B)  If  the  amount  determined  under  division  (i)  of  subparagraph  (A)  with 
respect  to  a  student  for  any  academic  year  is  less  than  $200,  no  payment  $thall  be 
made  to  that  student  for  tlmt  year. 

(0)  Subject  to  subparagraphs  (A)  and  (B),  the  Commissioner  shall  prescribe, 
for  the  guidance  of  institutions,  basic  criteria  and  schedules  for  the  determination 
of  the  amount  of  need  to  be  determined  under  division  (1)  of  subparagraph  (A). 
Such  criteria  and  schedules  shall  take  into  consideration  the  objective  of  limiting 
assistance  under  this  subpart  to  students  of  flnanclal  need,  and  such  other  factors 
related  to  determining  the  need  of  students  for  financial  assistance  as  the  Com- 
mtssloner  deems  relevant  but  such  criteria  or  schedules  shall  not  dlsauallfy  an 
applicant  on  account  of  his  earned  income  If  income  from  other  sources  In  the 
amount  of  such  earned  income  would  not  dlsouallfy  him. 

(b)  (1)  (A)  A  student  eligible  for  a  supplemental  grant  may  be  nwardt^d  such 
a  grant  under  this  subpart  for  each  academic  year  of  the  period  reciulr^Kl  for 
completion  by  the  recipient  of  his  undergraduate  course  of  study  in  the  institution 
of  higher  education  from  which  he  received  such  grant. 

(B)  A  student  may  not  receive  supplemental  grants  under  this  subpart  for  a 
period  of  more  than  four  academic  years,  except  that  in  the  cast*  of  a  stiuUmt-- 

(I)  who  is  pursuing  a  course  of  study  leading  to  a  first  degree  In  a  pro- 
gram of  study  which  is  designed  by  the  institution  offering  it  to  extend  over 
five  academic  years,  or 

(II)  who  is  because  of  his  particular  clrcum«tauecs  dctt^rmlned  by  the 
institution  to  need  an  additional  year  to  complete  a  course  of  study  normally 
requiring  four  academic  years, 

such  period  may  be  extended  for  not  more  than  one  additional  academic  year. 

(2)  A  supplemental  grant  awarded  under  this  subpai*t  shall  entitle  the  student 
to  whom  it  Is  a  warde<l  topayments  pursuant  to  such  grant  only  if--* 

(A)  that  student  is  maintaining  satisfactory  progress  in  the  m\m^  of 
study  he  is  pursuing,  according  to  the  standards  and  practices  of  the  liiHtl* 
tutlon  awarding  the  grant,  and 

(B)  that  student  is  devoting  at  least  half*time  to  that  course  «f  study, 
dUHng  the  academic  ycar^  in  attendance  at  that  Institution. 

l!*tttlure  to*be  in  attendance  at  tlie  institution  during  vacation  periods  or  periods 
of  military  service,  or  during  other  t>eriods  during  which  the  Commissioner 
determines,  in  accordance  with  regulations,  that  there  is  good  cause  for  his 
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nonntteiulftttce,  ^hall  not  fonder  a  stiulont  hioUglWe  for  a  Siupplomentnl  grant  \ 
but  no  payments  may  bo  made  to  a  atudout  during  any  such  perlml  of  failure  to 
be  In  attendance  or  period  of  nonattendattce. 

<8a  U,S,0, 1070b-l)  Enacted  June  2».  1072,  P.lv.  02-318,  sec.  131(b)  (1),  86  Stat.  852»  253. 
SEtKOTlON  op  RKCnUKNTS ;  AOUtJEMENTS  WITtt  XKSTn'V'ilONS 

Mm  413C.  (a)(1)  An  Individual  sliall  he  eligible  for  the  award  of  a  supple- 
tnental  grant  under  this  subpart  by  an  histltutlon  of  higher  education  which  has 
made  an  agreement  with  the  Commissioner  pursuant 'to  subsection  (b).  If  the 
Individual  ma1«es  application  at  the  time  and  In  the  manner  prescribed  by  that 
institution,  In  acconlance  with  regtrtatlons  of  the  CommNshmer. 

(2)  From  among  those  who  are  eligible  for  supplemental  grants  through  an 
institution  which  lias  an  agreement  with  the  Commissioner  under  subsection  (b) 
for  each  fiscal  year,  the  Institution  shall,  in  afcordan(»e  v;lth  such  agreement 
under  subsection  (b),  ami  within  the  amount  allocated  to  the  Institution  for  that 
purpose  for  that  year  under  section  413D(b)  select  individuals  who  are  to  be 
awarded  such  grants  and  determine,  in  accordance  with  section  4iaB,  the  amounts 
to  be  paid  to  them.  An  institution  shall  not  award  a  supplemental  grant  to  an 
individual  unless  it  determines  that— 

(A)  he  has  been  accepted  for  enrollment  as  an  undergraduate  student  at 
such  institution  or,  in  the  case  of  a  student  already  attending  such  hmtlttt- 
tion,  is  in  good  standing  there  as  an  undergraduate ; 

(B)  he  shows  evidence  of  academic  or  creative  promise  and  capability  of 
maintaining  good  standing  in  this  course  of  study ; 

(C)  he  is  of  exceptional  financial  need ;  and 

(D)  he  would  not,  but  for  a  supplemental  grant,  be  financially  able  to 
pursue  a  course  of  study  at  such  institution.  .      ^  . 

For  the  purposes  of  clause  (0)  of  this  paragraph,  in  determining  financial  need, 
the  expected  family  contribution  shall  be  considered  to  be  the  contribution  ex* 
pected  in  the  specific  otrcumstances  of  the  student  as  detemlned  by  the  student 
financial  aid  ofllcer  at  +he  instttutlon  in  accordance  with  criteria  promulgated  by 
the  Commissioner.  Any  calulatlon  of  the  ability  of  a  family  to  contribute  shall 
include  consideration  of  (1)  family  assets  which  should  reasonably  be  available 
for  such  purpose,  (11)  the  number  of  children  in  the  family,  (lit)  the  number 
of  children  attending  institutions  of  higher  education,  (iv)  any  catastrophic 
illness  In  the  family,  (v)  any  educational  expenses  of  other  dependent  children 
in  the  family,  and  (iv)  other  circumstances  affecting  the  student's  financial 
need* 

(b)  An  institution  of  higher  education  w*hicli  desires  to  obtain  funds  for  sup- 
plemental grants  under  this  subpart  shall  enter  into  an  agreement  With  the 
Commissioner.  Such  agreement  shall—  ^ 

(1)  provide  that  funds  received  by  the  institution  under  this  subpart 
Will  be  used  by  it  solely  for  the  purposes  specified  In,  and  in  accordance 
with,  the  provisions  of  this  subpart  and  of  section  4(18 1 

(2)  provide  that,  in  determining  whether  an  individual  meets  Kic  re* 
quirements  of  clause  (G)  of  paragraph  (2)  of  subsection  (a),  the  iri.^ltutlon. 
^*\\\^ 

(A)  consider  the  source  of  such  individual's  Income  and  that  of  any 
individual  or  Individuals  upon  whom  he  relies  primarily  for  supnort.  and 

(B)  mnke  appropriate  review  of  the  assets  of  the  student  and  of  such 
imllvldttnlsi 

(8)  provide  that  th^  Instttutlon,  in  Cooperation  with  other  eligible  Instt* 
ttltions  where  appropriate,  will  make  vigorous  efforts  to  Identify  qualified 
youths  of  exceptional  financial  need,  and  to  encourage  them  to  continue 
their  education  l)eyond  secondary  school  through  such  programs  and  ac* 
tivitiesas— 

(A)  establishing  or  strengthening  close  working  relationships  with 
secondary  school  principals  and  guidance  and  counseling  personneti  with 
a  view  toward  motivating  students  to  complete  secondary  school  and 
to  pursue  postsecondnry  school  educational  opportunlttesi  and 

(ti)  making*  to  the  extent  feasible,  conditional  commitm^nr^<  for  stip 
dent  finnnctal  rtid  by  such  institution  to  qualified  secondary  school  stn* 
dents,  who  but  for  sueb  gt»fin^«  would  be  unable  to  obtain  the  benefits 
of  higher  education,  with  special  emphasis  on  students  enrolled  in  grade 
11  or  tower  grades  who  show  evidences  of  academic  or  creative  promise  i 
(4)  provide  that  the  Instifutlon  will  meet  the  requirements  of  section  464} 
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(5)  iucUulu  in'ovlsiotm  (UmiKUed  to  make  grants  und^r  thl$  subpart  reason* 
ably  availably,  to  thu  extent  ot  available  funds,  to  all  eligible  students  in 
attendance  at  the  institution  | 

(0)  include  such  other  provisions  as  may  be  necessary  to  protect  the 
financial  interest  of  the  United  States  and  promote  the  purposes  of  this 
subpart. 

(SO  U.S.C.  l070b-2)  tJimctiM  .timo  aH.  1072,  P.L.  0S-»18.  aoo.  131(b)(1).  86  Strtt.  238,  264. 
AVrOHTIONMENT  AND  AIXOOATION  Oh'  FUNDS 

SkCi  413D.  (a)  (1)  (vV)  From  00- per  centum  of  the  sums  appropriated  pursuant 
to  section  418A(I))(1)  for  any  fiscal  year,  the  Conunlsi^loner  shall  apportion  to 
each  State  an  nmoimt  which  bears  the  same  ratio  to  such  sums  as  the  number  of 
persons  enrolled  full-time  and  th(i  full-time  equivalent  of  the  number  of  persons 
enrolled  part  time  in  institutions  of  higher  education  in  such  State  beurs  to  the 
total  number  of  sitch  persons  in  all  the  States,  The  remainder  of  the  sums  so  ap< 
proprlnted  shall  be  apportioned  among  the  States  by  the  Commissioner  in  accord* 
ance  with  eiiuitable  criteria  which  he  shall  establish  and  svhich  shall  be  designed 
to  achlKe  a  distribution  of  the  sums  so  appropriated  anmng  the  States  Which  will 
most  effectively  carry  out  the  purpose  of  this  subpart,  except  that  where  any 
StattVs  apportionment  under  the  first  sentence  for  a  fiscal  year  is  less  than  Its 
alU»tment  under  the  first  sentence  of  section  401(b)  of  this  Act  for  the  fiscal  year 
ending  June  80,  1072,  before  he  nmkes  any  other  apportionments  under  this  sen* 
tenco,  the  Commissioner  shall  apportion  sufilcient  additional  sums  to  such  State 
under  tills  sentence  to  make  the  State's  at)portionment  for  that  year  under  this 
pttragrni)!)  equal  to  Its  allotment  for  the  fiscal  year  ending  June  30, 1972,  under 
MUcii  first  sentences.  Sums  at^portioned  to  a  State  under  the  preceding  sentence 
shiiil  be  consolidated  with,  and  become  a  part  of,  its  apportif)nn)ent  from  the  same 
appropriation  mtder  the  first  sentence  of  this  paragraph. 

(K)  If  the  Commissioner  determines  that  the  sums  apportioned  to  any  State 
under  subparagraph  (A)  for  any  fiscal  year  exceed  the  aggregate  of  the  amounts 
that  he  determines  to  be  required  under  subHeetion  (b)  for  that  fiscal  year  for 
instltntlons  of  higher  edticntion  in  that  State,  the  Commissioner  shall  reappor* 
tlon  such  e^fcoss,  from  time  to  time*  on  such  date  or  dates  as  he  shall  fix,  to  other 
States  in  such  nninner  as  the  Commissioner  determines  Will  best  assist  in  achiev* 
ing  the  purposes  of  this  subpart. 
"  '  (2)  Sums  appropriated  pursuant  to  section  418A(b)(2)  for  any  fiscal  year 
.shall  be  apoortioned  among  the  States  in  such  manner  as  the  Commissioner  de* 
termines  will  best  achieve  the  purposes  for  which  such  sums  were  appropriated! 

(b)  (1)  (A)  The  Commissioner  shall,  from  time  to  tirae,  set  dates  before  which 
Institutions  in  any  State  must  file  applications  for  nllocation,  to  such  Institu* 
'  .    ttons.  of  supplemental  grant  funds  from  the  apportionment  to  that  State  (includ- 
ing any  reapportionment  thereto)  for  any  fiscal  ;^ear  pursuant  to  subsection 
(axi). 

(B)(1)  From' the  sums  apportioned  (or  reapportioned)  to  any  State,  the 
Comntissioner  shall  allocate  amounts  to  institutions  which  have  submitted  ap« 
plications  purstm nt  to  sut)paragraph  (A). 

(ii)  Allocations  under  division  (i)  by  the  Commissioner  to  such  institutions 
shall  be  made  in  accordance  with  equitable  criteria  established  by  the  Commis* 
sloher  by  regulation.  Sttch  criteria  shall  be  designed  to  achieve  such  distribution 
of  supplemental  grant  funds  among  such  institutions  within  a  State  as  will  most 
effectively  carry  out  the  purt)Oses  of  this  subpart* 

(2)  The  Commissioner  shall  In  accordance  with  regidations,  allocate  to  such 
institutions  In  any  State*  from  funds  aptmrtloned  or  reapportioned  pursuant  to 
subf<ectlf)n  (a)  (2)*  funds  to  be  used  as  the  supplemental  grants  specified  in 
section  418A  (b)(2). 

(8)  Payments  shall  be  made  frotn  allocations  under  this  subsection  as  needed. 
m         IOTOIhS)  liJaflptwl  Jnue  28, 1072,  P.h.  02-aiS,  ftdc.  181(b)  (1),  8fl  Stttt.  284,  288. 

^  Aff.  O^HvnA.  Th(^  m]ov  t;)fesentntiott  on  tlie  stipplenlGntal  ediica- 
tio^^^il  nmioftitnity  jxt'iMit«  will  be  ffiveti  1)v  oHf  most  t^tm»i1a»»  wH^^o.qs 
m(\  r^mhtmt  ft\mU  Actiivir  Associate  Oonimissioner*  Jolin  Phillips* 

T  niso  supfjiiestecl  thnt  he  mipfht  wniit  to  take  the  opportunity  to  inftke 
ft  pt^oj2i»e?^s  fet)ort  a«^sitiiiinff  there  is  progress  to  fonoft  oti  tlie  B0(^ 
pt*n^?t*am.  T  see  that  Peter  Voigt.  is  1^ resent  \  o  tlo  that  for  us* 

Ge)itlemettj  proceed  as  you  see.  fit* 

erJc  ^^^'^'^-^ 
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STATEMENT  OF  BR.  JOHN  S.  PHIIIIfS,  AOTINO  ASSOCIATE  OOM- 
MISSIONER  FOR  STUDENT  ASSISTANCE,  BUREAU  OF  POSTSEC- 
ONDARY  EDUCATION,  U,S.  OFFICE  OF  EDUCATION,  ACCOMPANIED 
BY  CHARLES  M.  COOKE,  JR.,  DEPUTY  ASSISTANT  SECRETARY 
FOR  miSUTION,  EDUCATION;  PETER  K.  U.  VOIGT,  DIRECTOR, 
DIVISION  OF  BASIC  GRANTS,  BUREAU  OF  POSTSECONDARY  EDU- 
CATION; DR.  LEONARD  H.  0.  SPEARMAN,  DIRECTOR,  DIVISION 
OF  STUDENT  SUPPORT  AND  SPECIAL  PROGRAMS;  RICHARD 
ROWE,  DEPUTY  DIRECTOR,  DIVISION  OP  STUDENT  SUPPORT 
AND  SPECIAL  PROGRAMS;  HUBERT  S.  "BILL"  SHAW,  CHIEF, 
PROGRAM  DEVELOPMENT  BRANCH,  DIVISION  OF  STUDENT  SUP- 
PORT  AND  SPECIAL  PROGRAMS 

Dr.  Phillips.  Miv  Chairman,  I  would  like  to  introduce  my  col- 
leagues. In  addition  to  Peter  Voigt,  director  of  the  basic  grants  divi- 
sion, we  have  here  today  Dr.  Leonard  Spearmauj  director  of  the  divi- 
sion of  student  support  and  special  programs,  Dick  Rowe,  the  deputy 
director  of  that  division  and  Bill  Shaw,  who  is  the  Chief  of  the  pro- 
gram development  branch  within  that  division.  They  are  here  to  an- 
swer specific  questions  relative  to  the  supplemental  educational  op- 
portunity grant  program. 

Mr.  Chairman  and  members  of  the  subcommittee:  We  are  most 
pleased  to  appear  before  you  today  to  discuss  the  grant  component  of 
Federal  student  assistance  programs:  The  basic  educational  opportu- 
nity grant  program  and  the  supplemental  educational  opportunity 
grant  program.  ,     .  , 

With  reference  to  the  basic  grani  program  we  are  planning  to  sub- 
mit the  family  contfibutioit  schedulGS  for  1975-7(5  to  ymi  in^  early 
July  of  this  year,  with  the  hope  and  expectation  that  you  will  call 
hearings  and  complete  your  review  of  this  matter  during  the  summer 

months.  .  ,  «  , 

Since  these  hearings  will  deal  in  some  detail  with  many  of  the  op- 
cMitional  aspects  of  tlie  basic  firant  program,  it  j«  our  belief  that  dis- 
cussion of  this  program  would  best  be  delayed  until  the  hearings  o!i  the 
family  contribution  schedules. 

We  are,  however^  providing  you  with  a  relief  summary  of  the  cur- 
rent status  of  the  basic  grant  program,  together  with  detailed  mate- 
rials concerning  operation  of  the  Supplemental  Educational  Oppor- 
timity  Orant  progi'am.  ,     ,  . 

The  following  statement  is  intended  to  provide  only  a  brief  over- 
view. However,  we  would  also  be  happy  to  respond  to  questions  from 
committee  members  who  might  wish  to  expand  upon  this  written 
statement.  '  ,   -  . 

The  timely  action  by  your  committee  and  the  Congress  on  the  Basic 
Grant  Family  Contribution  Schedules  for  1074-76  permitted  us  to 
signifloantly  accelerate  the  timing  of  the  basic  grant  program  for  this 
coming  academic  year.  ,  . 

As  a  t'cstilt  of  votir  m\'\y  nction.  we  wero  able  fo  imnn  the  d'stJ'i- 
bution  of  the  basic  grant  application  materials  in  the  middle  of  March, 
and  to  complete  this  distribution  by  the  end  of  March. 
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Supplies  of  forms  were  sent  to  all  of  the  high  schools  in  the  country 
nncl  to  all  of  the  5,800  ^)ostsecon(lary  institutions  which  are  currently 
eligible  to  participate  m  the  basic  grant  program.  , 

To  insure  the  availability  of  information  to  students  on  basic  ^rants» 
we  have  also  made  direct  mailings  to  potential  basic  grant  recipients 
through  some  State  scholur.ship  agencies  as  well  as  the  major  need 
analysis  services. 

In  addition,  in  order  to  make  the  basic  grant  applications  available 
during  summer,  when  most  high  schools  and  many  postsecondary  in- 
stitutions will  not  be  open,  we  have  distributed  a  supply  of  application 
materials  to  all  public  libraries  and  student  special  services  project 
sites  in  the  country. 

As  with  anv  new  Federal  program,  a  great  deal  of  information  re- 
garding available  assistance  for  meeting  educational  costs  must  be 
provided  to  students,  their  parents,  ana  to  persons  in  a  ppsition  to 
counsel  students  enrolled  in  postsecondary  education. 

Therefore,  we  havie  awarded  a  contract  for  the  training  of  both 
high  school  guidance  counselors  and  personnel  in  postsecondary  in- 
stitutions who  will  be  involved  in  the  operation  of  the  basic  grant 
prograih. 

Over  600  sessions  for  secondary  guidance  personnel  were  conducted 
between  early^  April  and  mid-May  and  we  estimate  that  over  60  per- 
cent of  the  high  schools  in  the  country  were  involved. 

Those  institutions  which  were  not  represented  in  the  training  ses* 
sipns  will  receive  the  basic  grant  informational  materials  through  a 
direct  contact  followup  effort.  The  sessions  designed  to  train  person- 
nel in  postsecondary  institutions  are  nearing  completion  and  we  esti- 
mate that  over  00  percent  of  the  eligible  institutions  have  been  repre- 
sented in  the  Workshops. 

We  believe  that  these  sessions  will. prove  to  be  of  great  benefit  to 
institutions  and,  ultimately,  to  students,  and  that  the  information 
provided  in  the  sessions  will  greatly  facilitate  the  operation  of  the 
basic  grant  program  in  the  1974^7.5  academic  year. 

To  further  insure  that  students  and  parents  are  aware  of  the  avail- 
ability of  the  basic  grant  program,  we  have  prepared  materials  for 
radio,  television,  and  the  print  media  designed  to  inform  students  and 
encourage  them  to  apply  for  their  entitlemtents. 

These  materials  have  been  mailed  to  all  of  the  radio  r^nd  television 
stations  in  ^  the  country  and  we  are  currently  in  the  process  of  pro- 
vidingyadditional  news  velease^i  and  other  appropriate  information. 
^  On  May  18  we  issued  the  jjayment  schedule  to  all  eligible  institu- 
tions for  the  coming  academic  year.  This  schedule,  of  course,  takes 
into  account  the  provisions  of  the  legislation  and  provides  institutions 
with  the  awards  to  be  made  to  students  based  on  the  student*s  ex- 
pected family  contribution  and  the  cost  of  attendance. 

In  issuing  this  schedule,  we  have  taken  a  conscious  risk  of  over- 
exhpnditut;?  in  that  we  have  assumed  that  approximately  f>2  percent 
of  the  eligible  student  population  will  actuallv  participate  in  the  pro- 
gram for  the  coming  year,  and  this  participation  rate  could,  of  course, 
run  to  a  higher  figure. 

However,  this  decision  has  made  it  possible  to  raise  the  maximum 
grant  award  from  $S00  to  $1,060,  and  the  estimated  average  award 
from  $475  to^$680j  and  we  believe  these  award  levels  will  significantly 
increase  the  impact  of  the  basic  grant  program  in  1074-7B. 
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The  payment  schedule  was  issued  without  benefit  of  a  final  con- 

Sressional  resohition  on  the  question  of  carrying  over  unexpended 
seal  year  1973  funds  to  the  1974-76  academic  yean  In  light  of  the 
many  difficulties  which  would  surely  result  for  both  students  and  in- 
stitutions if  we  were  to  issue  a  second  revised  payment  schedule  should 
the  carryover  authority  be  provided,  the  pajrment  scheduled  assumed 
a  jyroater  risk  of  overexpenditiu*e  than  might  normally  be  taken. 

Since  the  authority  to  permit  the  cariyoverlnas  now  passed  the  Con- 
ference Committee,  the  risk  of  over  expenditure  for  the  1974-75  aca- 
demic year  is  expected  to  be  significantly  reduced,^ 

As  i\  result  of  all  of  those  efforts,  the  application  flow  during  the  past 
2  months  has  been  significant.  To  date,  we  have  received  about  half  a 
million  applications  and  the  rate  of  receipt  appears  to  be  constant  at 
approxinitttoly  10^000  a  day. 

At  this  date  last  year,  not  a  single  application  had  been  received,  and 
already  we  have  received  more  applications  than  were  submitted  dur- 
ing all  of  last  year.  It  should  also  be  noted  that  approximately  55  per- 
cent of  the  applications  are  from  students  who  do  qnalify  for  basic 
grant  assistance. 

In  summary,  we  are  most  pleased  by  the  progress  made  in  imple- 
menting the  program  for  the  1974-75  academic  year,  and  hope  that 
early  stmmission  and  congressional  approval  of  the  family  contribution 
schedules  will  permit  even  greater  improvements  for  the  1975-76  aca- 
demic year. 

This  concludes  my  comments  on  the  current  status  of  the  basic  jgrant 
program*  If  the  members  of  the  subcommittee  have  no  objection,  I 
would  like  to  move  directly  into  an  overview  of  the  supplemental  edu- 
cational opportunity  grant  program. 

DEP.\ttTMBJNt  01^  HKALI'tt,  KotTCATlON,  AND  Wfit^AltB, 

Ohmm  of  BjDtJCATroN, 

WasIUnfftmt 

Dkau  CoLiiEAOUK  {  As  yoti  may  he  aware,  appUeatton  foi'ttis  for  the  Basic  Edu- 
cntioiinl  Oppoi'tttnlty  Grant  Piwrnuii  fot*  the  1974-75  ficadeniic  year  are  now 
hein^x  pt^ooenssed,  To  date  wt*  have  received  about  800,000  applications  and  students 
are  liow  holn«  notified  of  their  ellitlblllty  status. 

You  will,  therefore,  soon  be  receiving  Student  KUirfhlllty  Repoi»ts  submitted 
to  you  for  calonlatlon  of  preliminary  Basle  Grant  n wards.  Of  course,  before  you 
are  able  to  nmke  these  caloulatlons  you  will  need  to  know  the  aUowable  cost  of 
attendance  fnr  the  Basic  Grant  Program  and  have  the  197'}«-75  Payment 
Schedule. 

White  we  rocognixe  the  need  to  provide  you  with  these  materials  as  early  as 
pos.sdble,  we  have  dehiyed  doln«  so  until  this  time  because  we  were  waiting  for  a 
d(»(»ision  to  be  nuide  regarding  unexpended  JMscal  Year  1078  futuls. 

The  anthorl'/tiig  legislation  for  the  Basic  Grant  Program  «pe(*ifles  that  In  the 
event  that  all  funds  appropriated  for  n  given  fiscal  year  are  not  used,  the  un* 
expetuled  funds  wilt  be  redlstrUmted  to  all  Baw^lc  Grant  recipients  In  that  year. 

Wo  tietleve,  atui  think  yott  will  agree,  that  nmklng  supplemental  i)aynients  to 
stttdents  for  an  academic  year  which  has  already  ended.  Is  not  the  nmst  effective 
u«e  of  these  fttnds.  Therefore,  we  have  asked  Congress  for  the  authority  to  <?ftrry 
tltese  funds  over  to  the  subsetptent  academic  year  and  add  thetn  to  the  funds 
ttptiropriated  for  tbrtt  year, 

\Vhile  Cotigresshmal  re»iH)nse  apiiears  to  be  favorable  on  this  l.ssue,  the 
legislative  process  Is  a  deliberate  one  and  we  luive  not  received  this  carry*over 
authority. 

The  enclosed  Payment  Schedule,  therefore.  Is  based  on  the  $47»  million  ap- 
propriated for  the  Basic  Kducatlonal  Opportunity  Ortint  Program  for  the  107^-78 
ttcadenilti  year,  As  you  will  note,  the  nmxlmum  award  for  the  107*1-78  acttdemlc 
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ymv  Js  SIOSO  whlolv  wmm  that  the  nwiinls  hnvo  rendunl  tho  ♦♦sehodnlod  rvduc- 
tton**  level  speotfled  in  the  law. 

In  d^velopini?  this  Payment  Schedule,  we  hnve  uuule  a  niinihei*  of  nsstnnntion^ 
which  entail  a  significant  degree  of  Hsk  of  ov<' ••-expenditure  of  funds  in  107*:»-'7ri» 
Shoiild  tho  authority  to  cavfy  ovev  unexpende'  iD73  funds  be  granted,  the  degree 
of  risk  we  are  assuming  in  issuing  this  Payment  Schedule  will  lie  redueed.  Please 
be  assured  that  the  award  levels  indicated  on  the  Payment  Schedule  will  be 
honoved  for  the  197^--75  academic  year  without  regard  to  Congressional  action 
on  the  carry-over  provision. 

There  are  a  number  of  points  on  the  Payment  Schedule  which  must  he  noted : 

1.  The  allowable  costs  of  attendance  have  been  revised  since  the  1973-74  aca- 
demic year,  Please  be  sure  that  the  fieto  allowable  costs  are  used  In  calcidating  a 
student's  Preliminary  Award.  These  new  allowable  costs  are  as  follows : 

(1)  Tuition  and  fees»  The  amount  charged  the  student  for  tuition  and  fees 
that  is  generally  charged  to  all  students  or  that  is  generally  charged  to  a 
particular  class  of  students  of  which  the  applicant  student  Is  a  member. 

(2)  Room  and  board,  (i)  The  actual  amount  charged  by  the  Institution 
pursuant  to  a  contract  entered  into  with  the  student  under  which  both  room 
and  board  are  provided  by  the  institution ;  or* 

(II)  The  actual  amount  charged  by  the  institution  pursuant  to  mch  a 
contract  entered  into  for  room  but  not  boards  plus  an  allowance  of 
$625  \  or, 

(III)  The  actual  amount  charged  by  the  Institution  pursuant  to  such 
a  contract  entered  into  for  board  but  not  room,  plus  an  allowance  of 
$478}  or, 

(Iv)  Where  no  such  contract  is  entered  Into  tot  either  room  or  board, 
an  allowance  of  $1100. 

(3)  Books*  supplies,  and  miscellaneous  expenses.  An  allowance  of  $''0O. 
It  is  especially  imimrtant  to  note  that  there  is  no  longer  a  distinction  made 

between  students  who  live  off-campus  with  their  parents  and  students  living  off- 
campus  who  do  not  live  with  their  parents.  In  both  cases,  the  allowance  for  room 
and  board  is  $1100. 

2.  With  a  few  st)eciflc  exceptions,  all  students  will  have  a  minimum  cost  of 
attendance  of  $1500  ($1100  living  allowance  and  $400  book*  supply,  and  miscel- 
laneous allowance).  Students. who  are  attending  tultlon.free  Institutions  with  no 
on-campus  living  facilities  are  still  provided  the  .$1500  minimum  allowance. 

8,  The  maximum  total  cost  of  attendance  which  affects  the  amount  of  a  student's 
Basic  Grant  is  .$2100.  This  means  that  costs  of  attendance  which  exceed  $2100 
will  not  affect  the  amotmt  of  a  Basic  Grant  a  student  may  receive  due  to  the 
"one-half  need**  limitation  st>ectfled  In  the  law, 

We  appreciate  your  continued  support  and  assistance  in  making  Basic  Grant 
assistance  available  to  students.  If  you  have  any  questions  regarding  the  Payment 
Schedule  or  its  \v\%  please  do  not  hesitate  to  contact  us. 
Sincerely, 

Vmm  K.  IT.  Voior, 
t)lvcotOi\  t)ttislon  of  Itnslv  Orauf^. 

Enclosure. 
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-  M\\  May  I  ask  one  question  at  tliis  time?  On  pa^ye  4  of 

your  statement,  Dr*  Phillips,  you  talk  about  mising  the  maximum 
grant  award  from  $800  to  $1,050.  What  was  the  base  of  that  $800  ?  Was 
that  what  was  actually  used  a?  the  maximum  in  the  year,  or  was  that 
something  else? 

Mr.  VoiGT.  That  was  based  on  a  higher  expected  paiticipation  rate 
than  the  62  percent.  As  you  decrease  the  participation  rate  you  obvi- 
ously decrease  the  population  and  that  permits  you  to  make  larger 
awards  to  those  in  the  population* 

Mr.  Dellenbaok.  So  it  is  not  the  raising  of  the  maximum  grant  that 
was  actually  awarded  in  the  year  that  has  just  been  concluded,  it  is  an 
increase  in  the  expected  maximum  grant  that  you  had  first  contem- 
plated for  the  1974-76  fiscal  year  ? 

Mr.  VoiGT.  Tliat  is  right. 

Mr.  Dellenbaok.  That  is  what  I  understood  to  be  the  case  and  Avhat 
I  felt  ought  to  be  clear  for  the  record.  The  same  thing  is  true  for  the 
estimated  average  award;  you  are  not  talking  about  raising  what  was 
actually  the  1973-74  experience  but  you  are  talking  about  raising  the 
estimates  for  the  1974-75  from  when  they  had  first  oeen  contemplated 
to  what  you  now  estimate. 

Mr.  VoiOT.  That  is  exactly  right. 

Mr.  DEMiENBAOK.  I  thought  it  was  impoitant  that  be  clear  for  the 
record. 

Mr.  Voior.  As  you  remember,  the  maximum  award  in  the  1973--74 
year  was  only  $452. 

Mr.  Dellenbaok.  The  average  was  about  $260. 

Mr.  VoiGT.  The  average  was  about  $260,  so  it  is  a  significant  differ- 
ence. 

Mr.  Dellenbaok.  Thank  you,  Mr.  Chairman. 

Dr.  PtitLLiPS.  Although  SEOG  is  a  new  program  authorized  by  the 
1972  amendments  to  complete  the  new  ^ant  component^  it  is  in  many 
respects  an  extension  of  the  old  educational  opportunity  grants  pro- 
gram^  and  it  may  be  useful  to  describe  SEOGF  in  the  context  of  the 
old  EOG  program. 

The  EOG  program  was  authorised  under  title  IV^  part  A,  of  the 
Higher  Education  Act  of  1965  and  amended  by  the  Higlier  Education 
Amendments  of  1968.  The  purpose  of  this  program  was  to  provide, 
through  institutions  of  higher  education^  educational  opportunity 
grants  to  assist  in  making  available  the  benefits  of  higher  education 
to  qualified  high  school  graduates  of  exceptional  financial  need,  who, 
for  lack  of  financial  nieuns  of  their  owii  or  of  their  families,  would  be 
ttnable  to  obtain  such  benefits  withotit  such  aid. 

From  1066  through  1973  the  EOG  program  served  as  the  grant  aid 
component  of  the  three-pai^t  campus-basiid  Federal  student  assistance 
progi'ams— NDSL*  college  work-stttdy*  and  E6G.  Its  role  was  simply 
to  make  resonfoos  available  to  institutions  to  aid  needy  students. 

It  should  be  mentioned  here  that  an  important  part  of  the  EOG 
statute  authorised  the  educational  talent  search  program  designed  to 
coiriplomeiit  the  instittttional  effort  in  identifying  potential  EOG 
re(»itMCMits. 

Th(^  amendments  of  1968  added  the  Special  Services  Program  for 
Disadvantaged  Student  and  Upward  Bound  to  the  educational  talent 
v-narch  authority.  Testimony  will  be  presented  on  these  programs  at  a 
hHn*  date. 

er|c  ^^^^ 
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The  effective  dat<5,of  the  new  supploniental  educatiojuil  oppovtimity 
gnwits  program  was  July  1, 1973,  \itiliyJng  the  appropriation  for  fiscal 
year  1973. 

This  forward  funding?  feature  also  applies  to  basic  grants,  national 
direct  student  loans,  and  college  work-stndy.  In  this  first  year  of  opera- 
tion only  initial  year  grants  were  funded.  The  fiscal  year  1974  ap- 
propriation provides  for  both  initial  and  continuing  year  awards, 

Institutions  of  higher  educatioii  are  authoriised  to  make  supple- 
mental grants  to  undergraduates  who  are  enrolled  on  at  least  a  naif-  . 
time  basis.  The  amount  of  a  grant  may  not  exceed  $1,500  or  one-half 
the  sum  of  the  student  financial  aici  provided  by  the  institution, 
whichever  is  the  lesser  amount. 

The  minimum  grant  is  $200  per  academic  year.  Xormally,  the  period 
of  payments  may  not  exceed  4  years,  although  that  period  may  be 
extended  for  1  year  if  circumstances  re(pure  a  5th  year  of  study  to 
complete  an  undergraduate  study  program.  The  total  grant  payments 
may  not  exceed  $4,000  or  $5,000,  depending  on  whether  the  duration  of 
the  grant  is  4  years  or  5  years,  respectively.       ^  . 

Unlike  the  required  institutional  contribution  of  10  percent  for 
NDSL  and  20  percent  for  college  work-study,  thp  amount  of  an  SEOG 
gi»ant  to  the  student  must  be  mat^Jhed  50-50  with  other  eligible  funds. 

Such  matching  funds  can  include  NDSL;  OWS,  basic  grant,  scholar- 
ship assistance  provided  by  States,  private  institutions  or  orgahiza- 
tions,  as  well  as  institutional  assistance. 

In  order  to  qualify  for  the  SEOG  l)rogram,  the  amendments  stip- 
uhite  that  students  must  be  of  "exceptional  financial  need*'^  who  but 
for  the  grant,  would  be  unable  to  attend  the  institutions  of  their  choice. 

While  the  statute  does  not  define  exceptional  financial  need,  the 
proposed  rules  which  were  published  in  the  Federal  Register  on 
March  6, 1974,  define  that  term  as  the  condition  of  a  student  whose 
expected  family  contribution  does  not  exceed  one-half  the  cost  of 
attendance  at  the  institution  where  the  student  enrolls. 

The  need  for  a  supplemental  grant  is  therefore  directly  tied  to  the 
cost  of  attendance  at  the  institution  of  the  student^s  choice  ond  his 
lack  of  financial  means  to  enroll  in  that  institution. 

The  statute  also  stipulates  that  an  institution  participating  in  the 
SEOG  program  should  make  a  vigorous  effort  to  identify  qualified 
young  people  of  exceptional  need  and  to  encourage  them  to  continue 
m  postsi^condary  education. 

Developing  programs  with  secondary  school  personnel  to  motivate 
such  students,  and,  where  feasible^  maMng  conditional  commitments 
to  students  in  grade  11  or  lower,  are  specific  means  by  which  institu- 
tions are  authorised  to  augment  the  purposes  of  the  SEOG  program* 
To  assist  with  program  operation  the  statute  makes  it  possible  for 
an  institution  to  withdraw  from  its  Federal  allocation  an  amount  of 
up  to  8  percent  of  its  grant  expenditures  as  a  payment  in  lieu  of  reim- 
bursement for  administrative  expenses. 

The  total  amount  to  be  withdrawn  from  SEOG,  NDSL,  and  CWS 
funds  for  this  purpose  may  not  exceed  $128,000  per  fiscal  year  at  any 
institution. 

Another  general  provision  contained  in  the  Education  Amendments 
of  1072  gives  the  financial  aid  officer  flexibility  in  administering  the 
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SKOG  and  coUego  work-study  progmms.  An  amoitnt  of  up  to  10  per* 
coiit  of  the  allocation  for  SEOO  or  CWS  for  any  fiscal  year  may  be 
•  transferred  to  the  other  program,  at  the  discretion  of  the  institution, 
for  use  durmg  the  same  fiscal  year.  The  result  is  that  the  aid  officer 
18  able  to  "package"  the  individual  student's  assistance  consistent  with 
his  need. 

Finally,  the  amendments  also  require  any  recipient  of  a  supple* 
mental  grant  to  file  an  affidavit  of  educational  purpose.  Such  a  state- 
ment  affirms  that  arrant  payments  avIU  ho  used  solely  for  oxpensos 
related  to  attendance  at  the  institution  awarding  the  grant. 

n.  'nil-;  orElJA'I'IOX  of  TUK  SUI'l'liKMKX'I'AltY  KDrrATIOXAI.  OI'I'DHTUXITV" 

GRANTS  PROORAM 

The  supplemental  educational  opportunity  grants  program  is  cur- 
rontly  administered  under  agreements  between  the  U.S.  Commissioner 
of  Education  and  2,872  participating  institutions  of  postsecondai-y 
education. 

Under  the  terms  of  the  agreement,  the  institutions  are  responsible 
for  all  steps  leading  to  making  grants  to  students.  These  steps  include 
recruitment  of  students,  determination  of  need,  and  proper  packaging 
of  the  grant  with  the  matching  equivalent.  It  is  estimated  that  as  many 
lis  «.ono  institutions  may  be  eligible  to  participate  in  the  program. 

Institutions  annually  submit  an  application  for  funds  to  operate  the 
supplemental  educational  opportunity  grants  program  in  the  upcom- 
ing fiscal  year.  These  applications—which  are  part  of  a  tripartite  ap- 
plication covering  the  three  campus-based  student  financial  aid  pro- 
gi-anis— are  submitted  to  the  appropriate  regional  offices  of  education, 
where  they  are  reviewed  by  panels  of  experts  in  student  financial  aid. 

The  regional  panels  recommend  to  the  appropriate  regional  director 
of  postsecondary  education  a  recommended  funding  level  for  initial 
year  awards  foi'  each  institution.  After  the  regional  director  of  post- 
spconditry  edticntion  reviews  thm\  recomnjendntioiis,  a  notice  of  i-cc- 
ommended  funding  levels  is  sent  to  each  institution. 

There  is  an  opportunity  for  an  institution  to  appeal  the  first  review 
gi'oup's  decisions  to  a  regional  appeal  group  and  subsequently  to  a  na- 
tional appeal  panel.  After  all  the  recommended  funding  levels  are  es- 
tablished the  amounts  recommended  for  initial  year  awards  and  for 
continuing  year  awards  are  totalled  by  State. 

You  will  have  to  excuse  me.  This  is  a  little  complicated  but.  in  fact,  it 
is  a  statement  of  the  statute  and  it  is  important  to  have  all  of  it  in  mind. 

The  appropriation  for  initial  year  funds  is  divided  among  the  States 
according  to  statutory  formula,  which  specifies  that  90  percent  of  the 
funds  shall  be  allotted  among  the  States  in  such  a  manner  that  each 
Stfitp's  propoi'tionntc  «hiu'ft  of  the  amount  ho  uHotcd  ir  eniinl  to  its 
pt'opot'tionntp  filuire  of  the  national  full-time  enrollment  and  the  full- 
timo  equivalent  of  part-time  enrollment  in  institutions  of  hidier 
education. 

The  remaining  10  percent  is  first  used  to  raise  each  State  to  at  least 
the  level  of  its  original  allotment— prior  to  reallotment— for  initial 
year  funds  for  fiscal  year  1972  under  the  former  EOG  program,  if  its 
allotment  from  the  90-percent  portion  is  less  than  that  level. 

If  the  10  percent  portion  is  insttfficient  to  bring  all  States  to  at  least 
the  level  of  their  original  allotments  for  fiscal  year  1972,. the  regulatory 
o  procedure  establishecl  by  the  Commissioner  is  to  raise  all  States  whose 
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aUotment  f  rom  tho  90  ])mm\\  is  loss  than  tlieir  fiscal  yoaf  1972  allot- 
nnmt  to  a  tmifonu  miniimuii  percoiitago  of  their  fiscal  year  1972 

allotment.  .        .   ^  ^  .  .     i.  i 

Tho  regulatory  pvocediiro  for  clisfcribution  of  any  remanung  lululs 
is  to  distribnte  them  to  tho  State  or.  States  in  which  the  allotments 
'  made  thus  far  constitute  the  lowest  percentages  fundable  of  the  aggre- 
gate panel  reconnnendation,  ,  , 

The  regulatory  procedure  established  for  allotment  of  contuuung 
vear  fuiicls  is  to  (divide  the  amotmt  avnilabh^  for  continuing  year  funds 
\)y  the  aggregate  national  amount  recommended  for  continuing  year 
funds,  to  detenniue  a  uniform  national  percentage  for  continuing  year 
funds,  . 

This  is  the  one  excention  of  all  tl\e  campus-based  program$  to  the 
State  allotment  formulae. 
^  The 
then  deter 

amount  fo,  ,   >  _    , 

fundable  for  that  State,  so  that  all  institutions  Avithin  a  State  receive 
tho  same  pro  rata  sluire  of  their  panel-reconunended  amounts. 

Tlu»  continuing  year  allocations  for  the  institutions  in  each  State 
are  determined  by  nndtiplying  each  institittion's  recommended  amount 
for  continuing  year  fiuids  by  the  uniform  national  percentage 
fundable.  ^  ,  . 

Institutions  submit  an  annual  report  of  their  SKOG  program  activ- 
ity to  the  Office  of  Kducation.  The  report  shows  tlie  number  of  initial 
year  and  continuing  vear  recipients  and  the  amounts  for  both  typesj 
amount  claimecf  lor  administrative  expenses*  amount  transferred 
to  or  from  CWS,  and  the  amount  of  matching,  funds  provided  to 
SEOG  recipients  from  various  eligible  matching  soui»ces. 

Additionally^  statistical  information  concerning  the  racial/ethnic 
distribution,  tlie  male/female  distribution^  and  the  family  income  dis- 
tribution of  the  grant  recipients  is  collected.  To  date  no  performance 
data  are  aN^ailabfe  for  the  SKOG  program  because  fiscal  year  1974  is 
the  first  full  year  of  its  operation. 

'  Table  II  shows  the  demand  for  the  KOG  program  through  fiscal 
year  197^J  and  the  denuind  for  the  SEOG  i)rogrftm  for  fiscal  years 
*1974  and  1975.  Basically,  denuind  is  the  result  of  numbers  of  partici- 
pating institutions,  numbers  of  eligible  students*  the  cost  of  attend- 
ance, aiul  the  availability  of  otlier  student  aid  resources. 

c.  mwttr.vriox  ov  vimnsst  opeuatioxs 

It  is  too  early  to  evaluate  the  impact  of  the  SKOG  ])rogram  as  a 
separate  program  because  it  is  in  its  first  year  of  open\tion.  However^ 
the  experience  with  tlie  former  EOG  program  does  reveal  some  sig- 
nificant findings. 

These  findings  have  been  drawn  from  a  variety  of  sourcesi  including 
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in  1974. 

The  fiscal-operations  report  submitted  annually  to  the  0%c  of 
Edttcalton  has  been  a  rather  efiective  yardstick^  for  detetinining 
wliether  a  program  is  achieving  its  goals.  Au  analysis  of  annual  fiscal- 
jp  perations  reports  through  fiscal  yeaial>7^0^1iow  thatt 
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(1)  Over  70  percent  of  EOG  recipients  came  from  families  with 
gross  annual  incomes  under  $0,000  including  independent  students  on 
the  basis  of  their  own  incomes  rather  than  the  income  of  their  families. 

(2)  Approximately  23  percent  of  EOG  recipients  came  from  mi- 
nority groups. 

(3)  NDSL  and  CWS  were  major  sources  of  available  matching 
funds  for  the  EOG  program. 

In  a  more  intensive  study  of  the  impact  of  the  EOG  program  con- 
ducted by  the  Bureau  of  Applied  Social  Kesearch  at  Columbia  Uni- 
versity,  these  findings  were  substantiated  and  other  general  conclusions 
reached.  These  conclusions  are  as  follows : 

(1)  The  EOG  program— through  fiscal  year  1970— has  enabled  some 
students  of  exceptional  financial  need  to  obtain  an  education  beyond 
high  school 

(2)  Seventy  percent  of  the  recipients  came  from  families  with  in- 
comes under  $6,000. 

(3)  One-half  of  the  institutions  developed  special  recruitment  nro- 
grams.  •  ^ 

(4)  The  reenrollment  rate  of  EOG  freshmen  showed  little  dift'erenco 
from  that  of  other  freshmen.  - 

(5)  Less  than  1  percent  of  254,000  students  in  1968—69  withdrew  for 
financial  reasons. 

While  these  findings  help  to  understand  the  workings  of  the  EOG 
program,  it  woiild  bo  speculative  to  draw  inferencfes  fi'om  them  con- 
cerning the  SEOG  program.  However,  the  American  Council  on  Edu- 
jtudy  did  reveal  some  aspects  of  the  current  SEOG  operation. 


cation  study  did  reveal  some  aspects  of  the  current  SEOG  oper.muii. 
A'&-!^.  ^^'^^  study,  presents  a  comparison 

H  ^^^^1  y*'^,^:  ^l^^  estimates  of  SEOG  for  fiscal  year 
1974.  Significant  in  table  IV  are  estimates  showing  that  65  percent  of 
the  recipients  are  freshmen  or  sophomores;  85  percent  como  from 
iamiles  whose  "adjusted  gross  income"  is  less  than  $7,500!  the  average 
gmnt  award  is  $646;  andOI  percent  of  the  SEOG  recipients  received 
other  forms  of  Federal  student  aid. 

,  As  with  our  previous  presentations  to  the  subcommittee,  concern- 
ing the  college  work-study,  cooperative  education,  national  direct 
student  loan,  guaranteed  student  loan  and  state  student  incentive 
grant  programs,  we  have  tried  here  to  provide  the  committee  with 
'^te^jy^/'^R'irt  covermg  the  history,  operation  and  evaluation  of 
the  SEOG  (EOG)  program,  and  to  avoid  commenting  one  way  or 
the  other  on  the  comparative  merit  or  value  of  this  program  vis-a-vis 
other  legislative  authorities  for  the  provision  of  student  assistance. 

We  are  in  Jul!  agreement  with  the  subcommittee's  expressed  con- 
cern for  a  reduction  of  compleiiity  and  confusion  in  student  assistance 
authorities.  We  ap^plmd  the  subcommittee's  decision  to  initiate  this 
comprehensive  review  of  the  student  assistance  authorities  more  than 
tt  year  before  they  expire. 

And  finally,  we  appreciate  the  agreement  between  the  subcommit- 
tee chairman  and  the  TJ.S.  Commissioner  of  Education  which,  from 
the  outset  of  these  hearings,  has  permitted  us  to  file  these  informa- 
tional reports  separately  and  independently  from  policy  considera- 
tions. 

At  this  point,  air.  Chairman,  I  will  be  pleased  to  answer  auestions 
from  members  of  the  subcommittee. 
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TABU  ^--COMPARISON  OF  BOG  AND  SEOQ 


Factors       .  EOQ  $gOQ 


SNontollglWIIly,.,..  Full;tlm]j  undergraduate  students;  hl£h  school  Undergraduates  enrolled  at  least  half^tlrfte, 
•*    ii    I    J  grauUrties. 

Exceptional  need-..-..  Gross  family  Income  below  $9,000;  expected  Expected  family  contributions  less  than  half  of 
I  ii    i       «  omm  contribution  $625  or  less.  cost  of  attendance. 

Ddtermlnation  of  C«e^^^n^^^^^  and  assets  of  thosp  persons  Expected  family  contribution  based  on  these 

supporting  the  student  and  of  the  student,       specific  Items:  family  Income  and  assets! 

number  of  children  Including  those  In  post* 
secondary  fl(|ucalloi},  catastrophic  Illness, 
«;lucation?;;expenses  for  other  dependent 

Sl^eo'grant  Ofl«|nally  the  lesser  of  $800  or  ^aW^         Tije  e^^'ft^^^^ 

Duration  L^^^^^^^  4a?c\ter1'irrtl£ 

Institutional  eligibility.  Institutions  of  higher  educatlonVplbiic  mid  priV  fflin  oVawredltoVp^  schools. 

*  ,  _  va«e»  nonproitti 

Appropriation.,....,,.  Fcrwardfgndedrspecllic amounts au^  Forward  funded;  specific  amounts  authorized 

ri»ite  "^"'^^'^       ^""i?'  Jf^^'  fi'^rtts.  such  sums  as  nece  ary 

renewal  year  grants,  cpntinuing  year  grants;  separate  appronria' 

tionsi 

State  allotnient/EOG...^tajialloi>?jgnt  ^FulUtitne  enrollees  institutions  of  highor  education-estate 
total  appropriation  FulMimTen'roilees-Naiionaf  ^ 

Stato  allotment/SEOO..  JS.M^^^^^  fulMime  equi|ajent  itistltutions  of  highor  education^ 

^    ^  ^  To*al  appropfiai'lon^  .  Full-tfme  and  full*tlme  equlvalent-Natloliai  — 

Allotment  of  funds  ^'^^jX^"*]? J'ljs/or'^^^   Commisslonef  may  90  percent  by  this  formula,  remainder  to  pro* 
J>wies,  rcaiiot  excess  amounts,  vide  where  necessary  an  allotment  equal  to 

that  In  fiscal  year  (9/2.  before  any  other 
distribution;  Commissioner  shall  realtot  ex* 
cess  athounis 

Matching  ♦  Instltulional  aid,  NDSL,  OWS.  StalOrand  private  Same  plus  basic  grant. 

^         .  .  scnolarshlps. 

Recruitment..........  Iiistilutlot!  shall  make  vigorous  effort  to  identify  Same. 

and  tnotlyate  students  of  exceptional  financial 

need)  Talent  Search,  upward  Bound,  special 
u  ui-  -     n    I    H  services  programs  under  title  IV,  til  A.        Same  under  subpt.  4. 
Maintenance  of  level    Based  on  S  year  average  of  Insliiutional  aid  Same. 
^  of  effort. ,  progranis. 

Administratlvo         3  percent  of  expenditure  ,,,,,  Same. 

expenses. 

Tran^^fef  .toorffom     Not  allowed  **^S?OQ^"*  ^'^^^^^  ^"^ 

TABLE  ll.-(SUPPLEM£NTAL)  EDUCATIONAL  OPPORTUNITY  GRANTS  PROGRAM,  FISCAL  YEAR « 

1968      1969      1970      1971      W2      m     1974^  19/5 

^Original  request  <      .  105,520  124,000  iUM  219,980  244,995  296.000  420. 9C0  555  094  S71  246 

Recommended  funding  leveisi.  73,874  115  2fl7  159  884  189  284  220  049  259  084  361281  4fi8'095  4S8'8I4 

Exfi^^^                        ^^'^^^  ^^^  '^^  ^"''"^^  2iO;300  2iO;300  2io;30O 

Initial  veaM*.  .         .  45,879    56,213  60,963    58,752  67.658  69.874  75.800  204. 17S    97  087 

3^'^^^  3?  042  102  6  0  128  375  .:^^^^107;08^ 

Admlnlstrallve  expense  J  K..   3,082  4,900  5, 176  6, 126    6, 125    61 126 

Total  dollars  ^^Pe^^edi*.^^  ^5^79^  9^^  J^^'P?^  Ij4, 600 J77^^^ 

flumber  of  students!  ^--^-^-r.rr..c:^r.±..^^r;^.±^£:_-.j 

^^^^ii^i;^x::^^.'iS  }fH?i ir^l  }ia  ins  }%ggg 

^..SS^p&l::''':^  ''''n^  "^''1^  ''''If,  "''fsS  ^^^'l^^o  ^"^'fo  ^^^'^6^ 
^^idT'^mr  2.8'° 

"ort*  '   «       6/       77       74       n       80       9i  73 

pn'atfld ' ''^^'""'"^ ^"'^ '  ^"^y*" availabls, fegartlldss of thfl year ftt whlchappfo« 

awa'llsl'*' ^'^^  '^"^        ^"^^ ^" 

*  thousands  of  (lollAfs, 
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TABLE  III-A.-SUPPLEMENTAL  EDUCATIONAL  OPPORTUNITY  QRANTS-FISCAL  YEAR  1974  OPERATIONS 
(FISCAL  YEAR  1973  FUNDS)  INITIAL  YEAR 


Panel  rec* 
ominendeq 


Statft 
allotment  t 


State  per* 
ceniage 


Number  of 
I  istitu* 
tions  par* 
ticipating 


Averaf^e  Number  of 

Institu^  students 

tional  esti*' 

award  mated 


California.,,...*..-  ?54,483,3I3  $23,719,335  43.535045  269  ,$88,  76 

Flo  da  . ...  9  877  014  5  3Z7.4I6  53.937515            70  76.106 

iinois:,..:  :  24  742017  10.549,553  42,639208  125  84, 395 

nd  ana:  10  505  210  4.479.233  42,638208            49  .  91,413 

Michigan.   23.092.134  9.846.072  42.638208  105  93,772 

NewYOfk  .  -..-I.  40.657.818  17,335.765  42,638208  224  77.392 

NOHh  Carolina- -  12  458.178  5  311.944  42,638208  113  47.008 

Oreson   5  881,125  2,580,614  43.879597            37  69.746 

Pennsylvania   17,124.401  9.207.132  63,766155  145  63,497 

PuetoRlcol  5  954  897  2,539,061  42.638208             9,  282,118 


34,300 
7.700 

15.200 
6.500 

14.200 

25. 100 
7, 700 
3.700 

13,300 
3.700 


IvaraRG 


per 
student  ( 


$670 
670 
670 
670 
670 
670 
670 
670 
670 
670 


» The  State  allotmunl  Is  not  the  product  of  the  estimated  number  of  students  times.the  estimated  averace  Federal  award 
per  student  because  the  State  allotment  Includes  administrative  expenses  and  the  estimated  average  Federal  award  per 
student  does  not  Include  adroinistrative  expenses. 
Rounded  to  neatest  100. 
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TABLE  lll-B.-SUPfLEMENTAL  EDUCATIONAL  OPPORTUNITY  GRANTS  PROGRAM,  FISCAL  YEAR  1975  OPERATIONS  (FISCAL  VEAR;i97'l  FUNDS) 




Initial  year 


Continuing  y^ar 


Pj^nel 
raeomnidnded 


State 
allotment  1 


State 
percentage 


hnol 
recommended 


State 
allotment  > 


California  

Fiotida   .§'?5?'Z2? 

Illliiois  

Indiana   .H^HJ? 

Michigan  

NeWYOIk...   2U0M74 

North  Carolina   \^\\%^T 

Orofion   %VM\ 

Pennsytyanlfl   ?'i?i'?Z;» 

PUfifloRICO   5,940,592 


$12,395,309 
2, 555,965 
4,589,048 
2,04i  284 
3  799,777 
8.092,896 
2,088,351 
i,7i5  664 
4.360,729 
1,763,756 


29.689898 
42.865887 
29.689898 
46.783599 
35.033604 
33. i5?857 
37.3i2837 
29.689898 
47i  462802 
29.689898 


$  7,3B8.499 
3  944  U3 
9,117  428 
3,949, 466 
7,618.321 
13.949, 240 
4,497,648 
2,903,654 
8  016,788 
1,986,178 


$10,806,282 
2  445,350 
5  675  923 

\m 

8,683,897 
2,799.946 
1  807,628 
4,990,735 
1,236,466 


State 
percehta&e 


Number  of 
Institutions 
participating 


Number  of 
students, 
estimated!' 


Institution 
award 


Average 
t^ederal  per 
student  t 


62 
62. 
62. 
62. 
62. 
62. 
62, 
62. 
62. 
62. 


253549 
253549 
253549 
253549 
253549 
253549 
253549 
253549 
253549 
253549 


2^0 

141 
56 
105 
257 
115 
43 
151 
9 


33.500 
.?.200 
14  80O 
6,500 
12,300 
24.200 
7,100 
5  100 


$80,005 
67,720 
72,801 
80,357 
81  356 
65.279 
42,507 
81  937 
61,930 

333,358 


$670 
670 
670 
670 
670 
670 
670 
670 
670 
670 


I  The  -sum  of  the  State  allotments  for  Initial  anddonllnulng  year  awards  Is  not  the  product  of  the 
estimated  number  of  students  times  the  estimated  average  Federal  award  per  student  because  the 


allotments  include  administrative  expenses  and  the  estimated  average  Federal  award  per  student 
does  not  Include  administrative  expenses. 
^  Hounded  to  nearest  loO. 
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TABU  IV.-^EStlMATEO  NUMBER  OF  PARTICIPANTS  IN  SUPPLEMENTAL  EDUCATIONAL  OPPORTUNITY  GRANT 

PROGRAMS* 

Public  Private 

*u  ^^'i^n*  ^osti'     ^yr  m* 

3tltutions»    tutlons    tutlons   colleges   colleges  versltles 

Estimated  total  nuniber  of  participants,  IW-ys...,  5  364, 300  241,600  122,200  76,500  207,100  80,100 

Response  rate  (percent).......                         (75)       (75)  (75)  (68)  (78)  (75) 

|sllmatfid  total  of  participants,  1973^74                356, 700  .  242. 000  U4,roo'  89,800^  189,700  76.500 

Response  rate  (percent)                                   (75)       (75)  (77)  (68)  (79)  (74) 

Estimated  number  receiving  assistance  under  another  ^    .  ^  '  ^  ' 

Federal  program,  1973-74........  *  326,200  220.200  105,400  80,900  171,900  72.800 

Response  rate  (percent)   (69)  (69)^   (61)  (73)  (68) 

Participants  by  level  of  Instruction,  1973-74  (per-  ""^         T"^  "  ^ 

Sent): 

Rosponlg'g!?!::::::::::::::::::::::::::"  igr""jgi  1?^"""^'''"  %  "S 

Participants  by  adjusted  family  Income,  1973-74'  '  "'"^ 

(pe^cent)i  / 
0  to  $7,499.. V.-*  •   85         86         82         86         84  fifi 

•  J15,000  and  over*  0)        (*)  *   (*)  ..,..,.*.,    .  (*) 

b     Total  percentage,,.,,.;   W^.    100      --jj^—  j-p 

Response  rate  (66)  (65)  (67)       (65)       (69)  (61) 

Average  antount  of  grant.  1973-74   $646  $469       $827       $448       $783  $748 

Response  rate  (percent)  ,              (72)  (73)  (72)      (64)       (75)  (71) 

1  Estimated  numbers  of  participants  are  rounded  to  the  nearest  100, 

J  Independent  medical  schools  are  included  in  the  column  for  "All  institutions,**  but  are  not  included  in  other  columns. 

3  Confidence  ll.nits  have  been  computed  for  alt  figures.  Except  wherei  specified  with  reference  (5),  95  percent  confidence 
limits  ranged  no  more  than  plus  or  minus  2  percent  of  the  figures.  Confidence  limits  ranging  above  2  percent  are  presented 
in  app.  D. 

Hess  than  0.5  peicentt 

Uv,  O'Haka.  Tlmiik  you  very  much,  Di'.  Phillips. 

The  allocation  fomulas,  when  we  looked  at  them  as  they  related 
to  collejyo  Nvork-stiidy,  showed  some  rather  sizable  differences  in  terms 
of  the  percentage  of  panel-approved  amounts  available  to  the  various 
States, 

Dr.  PiiiLLii's.  Perhaps  you  would  like  to  look  at  table  lII-A.and 
Ill-B  and  we  can  review  some  of  these  percentages,  In  general,  I  think 
tlie  response  would  be  the  same  as  that  wl;  ch  I  gave  you  with  respect 
to  work-study  although  there  is  quite  a  bit  more  variety  of  State  per- 
centages. 

Mr,  O'Haka,  NDSL  seems  to  be  more  of  ft  variation, 

iSlr,  liowE,  1  think  in  college  work-study  the  location  of  institutions 
ill  tu'bun  States,  for  instance^  is  a  factor  m  terms  of  employment  op- 
portunities. I  think  sisie  of  institutions  is  also  a  factor, 

Ui\  O'Hara,  Tile  formula  seems  to  work  out  not  too  badly  here. 
Tlie  variation  seems  to  run  somewhere  between  20  and  47.  Two  of 
them  iire  up  to  58. 1'liat  has  been  a  subject  of  concern  to  us  because  as 
we  tuiderstand  the  approval  procedufe— we  appreciate  the  fact  that 
perhaps  institutional  requests  may  be  somewhat  inflated— but  the 
patu^l  procedtU'C;  as  wo  understand  it,  does  a  pretty  good  job  of  analyz- 
ing the  institutional  requests  so  that  when  you  have  got  panel  rec- 
ommendations you  have  got  something  pretty  solid  in  terms  of  the 
capacity  of  the  institution  for  work-study,  direct  student  loans  and 
educational  opportunity  grants. 

pv.  Pmilwi*s.  1  think  there  is  a  point  here  in  -which  perlUips  the  com- 
mittee would  be  intui'ested.  In  the  institutional  applications  for  the 
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upcoming  academic  yoav  for  SEOG,  work-study  and  NDSL,  one  of  the 
items  that  is  included  is  an  estimate  of  how  much  money  would  be  avail* 
able  from  other  sources,  and  one  of  the  sources  would  be  the  basic 
grant  program,  Clieck  me  if  I  am  wrongj  but  I  think  the  total  amount 
that  w*as  estimated  by  the  institutions  as  being  available  and  used  from 
basic  grants  was  only  $180  million; 

In  fact,  we  will,  as  you  know,  have  a  somewhat  larger  amount  of 
mojiey  that  will  be  available  and  presumably  this  year  will  be  fully 
utilized  in  the  basic  grant  program,  which  might  liave  some  effect  on 
the  actual  amounts  of  SEOG  moneys  that  would  be  needed  to  fill  out 
the  total  needs  as  estimated  by  the  institutionsi 

The  other  point  that  I  would  just  draw  to  your  attention  is  in  table 
III-B  where  yow  can  see  very  clearly  what  happens  when  you  go  with 
a  uniform  national  percentage  as  we  talked  about  previously  in  conec- 
tion  with  the  work-study  program. 

You  can  see  that  in  the  continuing  year  when  you  do  have  the  uni- 
form national  pei^centage,  the  obvious  result  does  occur*  You  have  a 
kind  of  direct  relationship  between  the  available  funds  nationally  Und 
the  estimated  needs  nationally,  and  on  the  continuing  year  portion  of 
SEOG,  each  State  is  funded  at  the  same  percentage,  62.253549. 

Air.  O^Hara.  I  am  interested  in  that ;  and  of  course,  the  college  work- 
study,  as  I  recall  feeds  into  the  formula  the  number  of  people  of  col- 
lege-going age  in  the  State. 

Dr*  Phillips.  Yes,  it  feeds  in  another  factor* 

Mr.  O'Hara.  Mr.  Dellenback,  did  you  have  any  questions? 

Dellisnuack.  Yes,  I  Avanted  to  ask  just  a  couple,  if  I  may.  I 
wanted  to  say  just  one  more  word  about  the  question  I  asked  earlier 
about  that  base  award,  because  I  think  it  is  important  that  those  educa- 
tors who  have  felt  that  perhaps  BOG  was  not  worth  really  getting  in- 
volved in  because  the  amounts  are  so  ^mallj  should  See  clearly  what  a 
dramatic  increase  is  likely  to  be  involved  this  year  when  we  move  from 
an  average  award  of  $260  to  an  expected  average  award  of  $680*  That 
is  a  very  substantial  increase.  ^ 

AVhen  We  move  from  a  practical  maximum  of  $452  to  an  expected 
maximum  of  about  $1,050,  BOG  should  really  take  on  a  much  more 
significant  involvement  in  educational  financing  plans  in  the  year 
which  we  are  now  getting  than  is  the  case  before. 

{So  what  you  are  doing  in  the  way  of  getting  out  the  word  on  this 
program,  1  think,  is  going  to  prove  to  be  very  valuable.  I  am  going 
to  watcli  with  real  interest  what  the  figures  for  participation  during 
this  coming  year  are. 

If  tlioy  tlon^t  move  up  a  major  degree,  I  will  be  very  surprised.  That 
was  the  purpose  of  my  trying  to  get  tlie  base.  It  dicbi't  sliow  nearly  as 
significantly  on  the  other. 

Dr.  PiitLLtrs.  I  tliink,  Mr.  Dellenback,  in  connection  with  that  com- 
ment you  just  made,  you  miglit  be  interested  to  ktiow  tliat  on  the  basis 
of  applications  received  to  date,  we  estimate  that  about  $160  of  the 
$475  million  has  already  been  obligated  at  this  point. 

i'hk  is,  1  think,  quite  encouraging  and  certainly  relevant  to  last 
year  when  at  this  point  we  didn't  even  have  applications  out. 

Mr*  l)i«JLLi4NiiACit.  That  is  I'ight.  And  this  is  not  only  a  result  of  the 
increa.se  in  amount,  but  the  whole  {program  this  vear  is  moving  forward 
on  ati  eal'lier  basis.  You  are  getting  it  broadly  distributed  and  this 
kind  of  thing. 
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1  would  just  suy  parent  hot  i(.'all,v  that  niy  }i\v\\t  voncvvn  \it  tlu» 
luoiuenfc  is  that  the  uppropnatioii  procoss  that  is  underway  i'i^?ht  now, 
not  for  the  fiscal  11)75  yoar,  btit  for  the  your  boyond  that,  is  ^'oinji'  to 
be,  it  if  continues  at  tlie  appropriation  tho  couiinittoo  has  <;ivon  an  indi- 
oation  of  to* date,  at  a  woefully  inadequate  k»vel  beeause  we  get  some 
indications  that  ijistead  of  niovni^  to  a  niininniin  of  $S00  million,  whieli 
seems  to  me  is  imperative,  we  are  «>'()in<>'  to  Im'  somewhere  In  the  $(>()() 
million, 

I  think  if  tl^at  inforniation  1  have  just  a1  hided  to  is  accurate  and  if 
it  is  not  corrected,  we  are  i^oiu^  to  tind  that  1  year  away  there  is  a 
very  serious  impinjyement  on  the  efFeetiveness  of  this  proj^'ram. 

1  am  sure  you  don't  need  to  be  alerted  to  this,  but  as  we  finish  the 
action  in  the  House,  whenever  that  may  be,  and  finally  see  what  the 
House  really  does  on  this,  if  it  is  in  a  l(»vel  like  that,  it  is  inoperative 
that  every  etlort  be  made  on  the  Senate  side  to  j»'et  that  fifiure  corrected, 

I)r,  PHUiUrs.  By  way  of  res  )onse,  1  would  certainly  say  we  share 
\'our  concerns,  because  otu»  of  J  u'  most  devastatinji:  thln<!;s'th'at  couhi 
happen  to  thij^  program  would  be  if  we  juot  into  the  third  year  of 
operation;  or  really  tlie  second  ftill  year  of  opei'ation*  and  were  re- 
cjuired  to  exercise  some  reduction  of  the  award  nmomits.  Tlie  whoU» 
initiative  could  falter  in  that  pi-ocess,  so  we  certainly  share  your 
concern* 

Mr.  (VHaka.  Would  the  .ijent hMuan  yield  { 
Mr.  Dm.ucxnAOK.  Of  comse. 

Mr.  O'Haha.  I  might  ask. my  friend  from  Oregon  where  he  proposes 
to  get  the  mon<jy  ? 

Mv.  Dkl^knuack.  I  think  part  of  it  might  \*ei*y  well  come  fi*om 
SKOG.  I  think  the  concept  that  was  in\*ol\*ed  iii  the  1972  amendments 
as  we  moved  forward  into  the  BKOCt  program,  was  not  a  constant 
increase  in  SEOG  money  but  a  threshold  amount,  so  we  are  protecting 
those  students  who  are  relying  on  KOG  while  we  move  hito  the  BOG 
program. 

As  we  move  into  the  BOG  program,  it  seems  to  me  we  are  in  a  A'ery 
sound  position  to  start  to  phase  down  some  of  the  moneys  in  SEOG^ 
and  yet  again,  the  unofficial  information  that  has  reached  nie  is  that 
there  is  at  least  a  recommendation  to  date  that  8K0G  may  go  up  in- 
stead of  dt>wn,  and  it  will  come  out  of  tlie  hide  of  BKOG. 
'  1  hope  the  inforniation  that  reached  mc  is  iiuiccuratd 

Mr.  O'Haka.  Your  sources  are  much  better  than  minci 

Mr»  DKriiiBXBACic.  These  are  nofc  definiti\*e.  They  are  just  vibrations 
that  flow  through  the  atmosphere.  But  1  am  ^'ery  interested  if  they 
prove  to  be  accurate.  I  think  we  of  tla*  Hottse  will  be  nndibig  a  serious 
mistake  if  we  indeed  don^t  corrc^ct  it  on  the  floor.  That  is  oiie  place  I 
would  go,  then  you  and  I  can  look  very  hard  together  at  whether  the 
total  amount  appropriated  for  student  assistance- is  really  enough. 

TH\  I'liititiii^Si  In  further  reference  to  that  point,  in  table  II  of  the 
testimony  that  we  have  just  presented^  on  the  second  line,  setting  forth 
the  recomjnended  funding  le\*els,  which  we  ha\*e  used  as  a  kind  of  in- 
dicator of  denuind.  you  nuiy  notice  that  in  the  last  2  ycuirs^  we  cxperi- 
ojujed  a  kind  of  stabili/.ation  of  tlu*  demand  for  SKOG  fimds  in  terms 
of  the  amounts  reconmuuided  by  th(^  panels,  actually  close  to  a  ^io 
million  reduction  in  amount, 
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And  if  you  fiuihoi'  tiiko  into  account  the  dift'oronco  bestween  the  in- 
Ptitutionat  estiiiuvtn  of  ilu-  utilization  of  basic  ji'nints,  as  I  said,  $180 


sonu^t  lung  m  that  j-ango.      ■    .  ■     . ,      ,  ,         ,  , 
1  think  that  is  an  impoi'tant  knid  ot  knowledgo  ioi-  tho  subcommittee 

to  have,  that  all  of  these  figui'os  are  iutevrolated  as  I  tried  to  explani  at 

the  outset  of  the  woi'lc-stucly  hearings;  . 
Tho  other 'point  I  would  nuike  is  that,  as  we  move  ahead  on  anothei* 

track  to  consider  the  wliolo  question  of  tlie  family  contribution  sched- 


And  again,  it  is  aiiotlier  fhig  we  miglit  raise  here  about  the  difti- 
oulties  that  could' be  created  bv  a  lower  basic  grant  appropriation. 

.\f r.  Dkllkxuack.  The  interi'elationships.  I)i'.  Phillips,  of  this  nature 
that  went  all  the  wav  through  on  this,  not  oidy  tho  intei'relationship 


t-ach  one  in  the  programs.  ,   .     ,  .  + 

There  are  whole  host  of  ditVerent  kinds  ot  interrelationships.  In 
counectiou  with  the  tloxibility  between  SKOd  and  college  work-study 
that  you  allude  to  on  page  8  of  your  testimony  and  this  10  percent 
whicti  may  b«  transferred  back  and  foi'th  from  one  program  to 
another,  does  experience  indicate  to  us  that  that  10-percent  flexibility 
is-'  sullicient? 

Br.  PitiLMt's.  I  wonder  if  perhaps  one  of  my  colleagues  might  like 
to  answer  thitt. 

Mr.  SltAW^  There  is  no  experienco  upon  such  an.  arrangement  be-  . 
cause  it  did  not  exist  in  the  KOCI  program  except  at  the  outset  of  that 
tirogrum  there  was  a  transfer  of  funds  from  KOG  to  NDSL  that 
expired  at  tlie  end  of  4  years  of  operation. 

That  Avas  undertaken  by  a  mere  handful  of  institutions  and  at  iin 
point  exceeded  something  in  the  order  of  two  or  $nOO.OOO,  so  that 
experience  really  doesn't  say  much  to  the  question.  But  the  aid  officer, 
In  making  his  package  may  find  that  he  lias  work  opportunities  but 
no  worlc'Study  money  and  so,  hy  shifting  SKOfr  money  to  CWS  he 
can  then  can'  utili/e  existing  employment  opportunities  on  campus 
ami  provide  a  balanced  package  which  Would  contain  the  necessary 
m'atoning  for  the  grant  in  the  package. 

Mw  T)Mit,KN*iu('i{.  Pvecognixing  of  course  that  the  SKOG  program 
as  such  was  created  l)y  tlVe  lf)T'2  amendments,  ai'e  you  telling  us  the 
reports  which  we  have' so  far,  of  the  year  that  has  just  conchKled,  are 
imideqiiate  or  we  don't  have  enough  information  ? 

Mr.  Shaw.  "We  don't  have  the  reports. 

>ti'.  DMfitiHXUACK.  But  surely  you  luive  some  vibrations  coming  m 
from  the  field. 

Stv,  SuAW.  Except,  again,  the  XSDL  and  work-study  wnstitute_ a 
very  uuijor  source  of  the  matchiiijt  requirements,  so  this  is  till  tied  in 
with  tlie'packaging  concept, 
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Dr.  Piiitups.  I  tliink  we  could  say  the  flexibiUty  provision  is  one 
that  we  certainly  approve  of . 
Mr.  iShaw.  Absolutely. 

Dr.  pHiiinps.  And  that  the  whole  concept  of  having  flexibility 
available  so  you  can  package  aid  to  meet  the  individual  circumstances 
IS  a  good  one.  Whether  the  10  percent  is  an  adequate  flexibility  factor, 
I  think  that  is  a  question  we  are  not  in  a  position  to  answer  perhaps 
as  well  as  other  witnesses  who  are  working  at  the  institutional  level 
could. 

Mr.  Dellenbaok.  The  kind  of  information  that  will  be  fed  to  OE, 
I  assume  when  it  comes  in  and  you  will  be  able  to  study,  it  it  will  tell 
us  pretty  accurately  how  much  transfer  took  place. 

Mr.  Shaw.  Yes. 

Mr.  Dellenbaok.  I  think  that  is  going  to  be  important  to  know 
because  it  will  tell  us  something  not  only  about  the  degree  to  which 
we  ought  to  have  a  transfer  flexibility  factor  there  but  about  how 
much  ought  to  be  appropriated  in  each  of  these  particular  programs. 

I  thmk  my  colleague  and  I  would  be  in  agreement  on  this.  This  will 
tell  us  which  program  m  the  operations  out  in  the  field  is  considered, 
with  limited  dollars,  the  priority  program.  Again  ■!  would  hazard 
a  guess  at  this  stage.  My  guess  would  indine  me  to  feel  that  the  trans- 
fers will  move  in  the  direction  from  SEOG  to  OWS ;  at  least  I  hope  so. 
,  Dr.  Phillips.  By  way  of  response  I  might  indicate  that  we  have 
included  m  the  new  fiscal  operations  report  for  fiscal  year  1974  lines 
that  can  record  the  amount  transferred  from  work-study  and  spent 
m  SEOG  and  the  amount  transferred  the  other  way  Pvd  spent  in 
work-study. 

We  will  have  some  of  this  information  available  this  summer  as 
these  reports  begin  to  be  analyzed,  given  our  limited  capacity  to 
analyze  them,  and  we  hope  that  capacity  will  be  expanded  greatly 
to  meet  the  committee^s  requirements. 

The  other  aspect  that  may  be  useful  to  the  committee  will  be  to  find 
out  which  way  the  transfer  is  being  utilized,  whether  it  is  being 
utilized  primarily  to  supplement  work-study  or  the  other  way  around. 
,  Mr.  Dellenbaok.  Do  you  have  any  information  yet  as  to  institu- 
tions returning  SEOG  money  at  the  end  of  the  year  because  they 
couldn't  use  those  last  dollars,  or  college  work-study? 

The  allocati<)ns  are  out  and  supposedly  we  are  churning  along  and 
then  at  the  end  some  institutions  haven't  used  it.  Will  the  reports  yield 
that  information? 

Dr.  Phillips.  Yes,' it  will. 

Mr.  Dellenback.  When  the  EGG  program  was  begun,  students,  as 
I  recall,  could  only  receive  60  percent  of  student  aid  in  the  form  of 
grants.  Kow  with  the  BEOG  and  large  State  programs,  is  it  not  pos- 
sible for  a  student  to  receive  all  or  most  of  his  aid  in  the  form  of 
gi'ttwts?  Is  that  not  one  of  the  possible  switches  that  is  taking  place? 

Mr.  Shaw.  Yes,  sir.  If  we  take  the  basiu  grant  at  $1,050,  and  the 
student's  need  is  $2,100,  the  remaining  $1,0S0  could  be  a  supplemental 
grant. 

Mr.  DfflLLENBAOK.  So  there  is  a  potential  switch}  not  only  the  Fed- 
oral  programs  but  it  could- be  an  interrelationship.  Are  we  being  pre- 
mature, Dr.  Phillips,  or  any  of  the  rest  of  the  panel,  because  you  have 
made  this  distinction  between  the  information  report  and  the  policy 
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report,  to  ask  you  now  whothfer  you  think  that  is  a  good  kind  of  switcli, 
ov  at  least  if  you  feol  if  you  want  to  hold  off  a  policy  comment  on  thiit 
will  you  be  ready  for  that  at  the  right  time  because  Avhen  wo  start 
weldmg  the  programs  together  in  a  new  type  of  relationship  I  would 
bo  interested  in  a  policy  evaluation,  not  just  an  informational  evalu- 
ation? .  ^ 

Dr.  Phillips.  I  think  we  Avill  bo  ready  at  the  appropriate  time  to 
deal  with  the  policy  question  of  the  role  of  grants  as  related  to  other 
forms  to  student  aid.  We  probably  shouldn't  make  a  policy  evaluation 
at  this  point. 

Mr.  Dellexback,  Our  figures  indicate  that  the  BEOG  program 
roaches  about  5,300  institutions,  if  I  recall  correctly.  You  just  indicated 
to  us  that  the  SEOG  program  is  2,872  institutions. 

Why  don't  more  schools  participate  in  the  SEOG?  Is  the  differential 
in  proprietary  institutionslarger  ?  Why  that  difference  in  institutions? 

Dr.  Phillips.  I  think  I  might  ask  Dick  Rowe  if  he  would  conmaent 
on  this. 

Mr.  Ro^VK.  I  think  the  basic  reason  is  that  in  the  campus-based  pro- 
grams the  initiative  to  make  application  is  upon  the  institution,  \vhere- 
as,  in  the  basic  grant  program  if  you  are  an  eligible  institution  the 
students  in  that  institution  are  eligible  under  certahi  critei'iu  lor 
grants. 

Mr.  Dellenback.  Is  it  saying  the  institutions  are  falling  down  on 
moving  into  these  programs? 

Mr.  RoWK.  I  think  a  nuniber  of  thorn  have  chosen  not  to  participate. 
I  think  it  must  be  remembered  that  the  law  itself  extending  grant  pro- 
grams to  proprietary^  institutions  is  a  recent  enactment.  As  a  result, 
there  was  no  real  participation. 

It  wasn^t  i^ossible  for  proprietary  schools  to  participate  in  the  grant 
programs  prior  to  this  fiscal  year. 

Mr.  Dell^nback.  If  my  recollection  is  accurate,  we  have  about  2,400 
institutions  that  are  participating  one  way  or  another  in  BOG  that  are 
not  participating  in  SEOG.  That  is  a  very  high  percentage. 

Dr.  Phillim.  Perhaps  I  could  ask  Mr.  Voigt  to  comment  furth(M*. 

Mr.  VoiOT.  I  think  in  a  large  measure  it  is  true  because  a  lot  of  the 
schools  eligible  now  for  basic  grants  and  supplemental  grants  are  rela-* 
tively  new  to  the  student  financial  aid  field  in  general. 

Included  in  our  list  of  schools  eligible  for  basic  grants  are  a  number 
of  hospital  schools  of  nursing^  new  State  vocational  and  technical  in- 
stitutions, many  community  colleges  who  haven't  participated  heavily 
in  student  aid  programs  before  and  who  are  now  getting  into  tills  area. 

t  think  these  iparticipation  figures  prosonted  fo  you  at  this  point 
might  be  misleading  because  of  the  fact  that  the  basic  gt*ant  program 
is  getting  the  schools  involved  in  student  aid  programs. 

Dr*  SwuuMAN.  I  think  there  is  another  important  point*  :Mr.  Dollon- 
baek,  and  that  is  that  basic  grants  does  not  require  a  maintenance  of 
effort  and  a  maintoiumce  of  effort  is  required  for  the  college-based  pro- 
f?rams,  so  many  of  your  proprietary  schools  have  no  history  of  build- 
ing it))  a. reserve  to  accommodate  the  three  college-based  programs,  in 
acldition  to  the  fact  that  the  expansion  of  the  universe  of  eligible 
students  does  not  make  it  possible  to  develop  the  expertise  that  is 
needed. 
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>[r.  Di'U.fiKMvvciv.  I  m\  this  and  this  has  boon  one  of  the  thuijiis 
1)1  oui*  past  discUHHions  that  oth(>rs  in  the  audience  aiv  aware  of  that 
\Yu  havo  hm\  talkiiifs  about  in  this  field  of  expertise. 

There  are  some  sehools  that  have  topnoteh  experts  Avitli  a  I'eal 
breadth  of  experience  and  tlieoretical  Icnowledffe,  but  there  are  a  host 
ol'  schools  that— it  doesn't  apply  to  just  proprietary  scliools  but  other 
schools— who  just  don't  have  tliat  available,  so  it  vai'ies. 

It  scoins  to  nVe  this  information  about  pos^sible  pai-ticipatiou  in  SEO(t 
ouffht  to  be  disseminated. just  as  nuicli  as  possible  by  tlu;  associations, 
by  the  OlHce  of  Education,  by  tlie  people  workijijv  in  the  field  and  not 
just  because  wi?  want  to  reach  proprietary  institntiojis  vei'fsus  the  non- 
proprietary institutions,  but  because  of  the  nature  of  the  training 
adueved. 

We  want  to  f^et  into  oonumuuty  colleges.  We  want  to  get  into  other 
occupatioiuil  types  of  education,  that  is  part  of  what^ we  wei-e  reacliing 
for  when  be  liroadened  the  programs  under  the  aineVubuents. 

Dr.  PiifLijps.  Tliis  is  pi-ecisely  wliy  we  think  the  training  program 
nndertaken  this  year  is  so  important  and  why  the  trahiing  program 
WHS  desig;ned  as  a  kind  of  umbrella  building  on  basic  grants  and  ti*ying 
to  d(»al  witli  larger  issues  of  financial  aid*  and  why  wo  wei-e  very  grate- 
ful for  the  outstanding  work  done  by  the  conti'actor  hei'e. 

Ml'.  Dkij.knukck.  t  Jider  the  matching  requirements  of  SEOG  does 
a  subsidized  guaranteed  loan  (qualify  or  nuist  it  be  a  grant  ^ 

Mr.  SctAW.  It  can  qualify  if  it  comes  from  the  institution.  The  insti* 
tution  is  Hi  lender  using  its  own  funds  mider  the  guaranteed  pi'ogi'am. 

Mr.  iHnxKNHAcK.  So  the  match  can  be  loan  instead  of  a  grant  s 

Mr.  Smaw.  That  is  right,  NDSL  or  institutional  loan. 

l)r.  Pjiiujps.  lloweyei\  there  are  some  technicalities  there  \yhich 
perhaps  the  conuuittee  is  going  to  want  to  look  at.  Some  forms  of  insti- 
tutional assistance  do  not  qualify.  xVs  I  nndei'stand  it,  institutional 
employment  does  not  qualify. 

Mr.  StiAW.  No,  it  is  aid  pi'ovided  by  the  institution.  ^ 

Atr.  l)KU.i:KnA('K.  As  long  as  it  comes  from  the  institution  it  doesn^t 
juatter  whothei*  it  is  g;rant.  work-^study,  or  loan ;  it  can  be  any  of  these 
as  long  as  it  is  institutional  ^ 

Mr.  Shaw.  Right. 

Mr.  Di'MJ.UNtucic.  The  change,  the  loosening  up  of  the  need  require- 
ment which  we  made  Jn  HEOG^you  allude  to  that,  l)r.  Phillips*  in  youf 
testimony^  is  there  I'eally  not  more  grantsnmnship  involved ^ 

i)()n*t  experienced  stuclent  aid  ofHcers  end  up  better  than  the  in- 
experienced? 

J)r.  PiiiLUps*  We  Inive  never  done  a  study  of  the  institutional  appli- 
cations accordin|^  to  the  experience  of  the  financial  aid  ofticers*  but  I 
would  expect  this  is  a  complicated  process.  It  does  taki  a  fair  dcj^ree 
of  sophist iciitiou,  understanding  that  both  financial  aid  and  the  wierd 
and  wonderful  M'orld  of  Federal  applications  in  order  to  work  your 
way  thi'ough  probably  would  place  some  premituii  on  expertise. 

Mr.  Di'^LiiUxnACK.  'Ihe  more  we  can  move  togethei%  we  legislatively 
and  you  udnilnistrativelv*  in  simplifying  and  standardising,  the  more 
we  will  be  cutting  in  on  tinit  kiiul  of  unfair  spread. 

l)r.  Ptin.Lirs.  Al)solute1y. 

Mi\  l)VstAA\t<n\cKi  t  think  it  is  unfair  in  a  sense  because*  we  are  help- 
ing ediication  if  we  can  help  bring  it  to  the  highest  levels  but  if  avc 
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fail  In  that  wo  owaU  to  at  least  l>o  into  a  situation  wlioveilieve  is  as 
inuohcKiiuility  ami  balance  as  wp  can  possibly  L'ot.       .    .     ,  .  n  « 
1)1'.  pHirxii's.  Could  I  follow  up  on  one  earlier  question  just  briefly  i 
You  asked  a  nuestiou  about  utili5«ation  of  SEOG  funds  and  the 


State  allotment  formula  are  problematic  because  moneys  can  onl^v  be 
reuUoted  witlnn  a  State,  so  that  even  in  spite  of  all  of  our  best  etlorti^ 
to  reallot  amoufj  institutionii  Avithin  a  State,  yon  may  have  a  situatum 
where  an  institution  Avithin  a  State  does  have  money  that  won't  be  ex- 
pended for  one  reason  or  another  and  there  is  no  one  in  that  State 
that  inijrht  need  it  or  be  able  to  UsSe  it  that  late  in  the  year,  but  you  can't 
cross  a  State  line  Avith  that  money. 

It  is  another  one  of  the  problems  that  arises  which  is  directly  at- 
*  trilnitable  to  the  State  allotment  formula  basis  for  distribution  of  these 
moneys. 

Dr.  Si'HAKM.w.  That  is  applicable  to  both  the  SEOG  and  colle<re 
work-study  but  not  applicable  to  the  NDSL. 

Dr.  Piiii.LiKs.  There  is  no  roallotnumt  in  NDSL,  but  we  do  try  to 
make  sure  that  every  dollar  is  fully  utilized. 

Air.  ()'Hak.\.  Dr.  Phillips,  I  was  somewhat  concerned  by  the  impli- 
cations of  the  statement  of  my  friend  from  Orefjon  with  i-espect  to 
how  it  would  be  trajiic  if  BEOG,  once  awards  reached  a  certain  leyel 
were  to  ever  fall  below  that  level. 

1  want  you  to  know,  with  your  responsibilities  at  the  Departnu'Ut, 
that  I  am  'prepared,  if  it  is  this  committee's  decision  to  change  the  mix 
of  student  aid  programs,  to  sec  whatever  adjustments  have  to  be  made. 

In  other  words,  1  don't  consider  the  fact  that  the  maximum  BEOG 
{irant  in  the  oomin.tt*  year  nuiy  be  $1.()()0  to  be  an  implied  commitment 
that  it  shall  never.'be  less  than  that  on  into  the  next  century. 

If  this  conunittee  and  the  Congress  decides  that  we  are  jjoing  to  do 
it  some  ditl'ei'ent  way  we  might  well  make  it  less,  or  abolisli  it,  or 
AVhatever.  , ,   .  n  . 

Mr.  DKi,t,i;xiiA('K.  1  would  join  my  chairman,  if  he  would  yield,  in 
this  by  sayinjf  that  by  no  means  do  I  for  a  second  mean  to  say  that 
wi>  are  wedded  once  and  for  all  to  an  ever  risinj?  %ure  in  this  par- 
ticular repird. 

I  do  exi)reKS  concern,  .Iim.  that  if  this  year  we  pfo  to  h<rures  like  that 
and  tlius  have  covered  the  first  year  and  second  year  with  this  kind  of 
fijrure,  if  we  {jo  forward  into  the  third  year  with  a  drastic  fallofl'  and 
the  need  for  each  student  and  financial  aid  oflicer  to  come  and  do  some 
new  tyi)e  of  computation  with  all  of  the  ditHculties  that  come  as  we  {io 
into  s'nch  new  rules  and  there  is  at  least  a  major  block  in  helphijj  those 
students,  1  think  we  are  {joinjr  to  have  a  very  serious  impact  on  the 
aid  that  we  want  to  jiet  throujrh  to  students. 

Hut  1  would  join  you  in  the  basic  thinp;. 

Mr.  O'IIaua.  1  think  the  cohimittee  has  to  be  careful  witli  any 
ohanues  it  makes  to  phase  them  in  in  such  a  way  as  to  not  cause  hai'd- 
ship.  Hut  r  think  we  have  to  be  careful  of  the  total  mix  even  thoup:h 
we  have  to  change  elements  in  the  mix. 

4/0 


198 

Mr.  Deixexiuck.  Of  course,  you  and  I  aio  aware  of  tlio  dift'orence 
botweon  the  tniio  that  \vu  may  hear  of  it  in  the  subcommittee  con- 
siderinir  a  change  and  tl»e  time  that  change  Unally  has  its  impact  out 
in  the  field.  »        ^  i 

What  1  am  worried  about  in  tliis  particular  tiling  we  are  talking 
ab(»ut  here  m  next  year's  appropriations  for  BEOG  is  that  tliere  isn^ 
onough  time,  I  fear,  for  us  in  t'lis  set  of  hearings  to  come  up  with  a 
•change  in  law,  getting  it  adopted  hito  final  form,  getting  it  imple- 
mented into  the  field.  *  /  . 
^  AVo  are  going  to  be  deep  into  tliat  year  that  we  are  now  appropriat- 
ing lor  and  if  that  change  takes  place  before  we  can  make  the  change 
4n  mix  you  are  talking  aT)out  I  think  that  means  very  serious  trouble. 

Mr.  O'Haka.  I  thiiik  we  have  to  be  very  careful  about  those  times. 
I  just  want  to  clarify  that  point. 

Lot  me  bring  to  Mr.  Voigt's  attention  the  testimony  yesterday, 
which  you  heard,  Br.  Phillips,  by  the  New  York  State'people  with 
respect  to  their  tuition  grant  program  which  is  a  need-based  program 
'  wlicro  they  don't  tax  assets  in  their  computations. 

Dr.  Plullips  took  with  him  a  copy  of  a  pamphlet  they  put  together  * 
explaining  what  they  had  done  and  why  they  have  done  it.  I  am  not 
expecting  the  answer  today,  but  it  was  interesting  to  me  that  they 
have  reached  a  conclusion  after  making  a  study  of  the  impact  of  tax 
ttiul  assets  that  suggested  in  the  first  place,  it  didn't  make  an  awful  lot 
of  difference  whether  you  tax  them  or  not  and.  that  it  made  the  most 
ditference  to  low-income  rural  residents  and,  that  the  assets  had  a  lot 
to  do  with  where  the  person  lived,  Avhether  they  lived,  for  instance  in 
New  York  City,  the  metropolitan  area,  or  upstate  somewhere. 

.So,  one  of  the  things  we  are  very  interested  in  is  the  taxation  aspects 
and  I  hope  you  are  going  to  have  an  opportunity  to  examine  that  and 
other  materials. 

Mr.  A'oioT.  I  looked  at  it  last  night  and  we  are  going  to  be  con- 
sidering the  whole  cmestion  of  treatment  of  assets  when  we  testify  on 
the  family  contribution  schedules  for  l$)75"-76. 

Mr.  O'Haija.  Let  me  simply  make  this  observation.  If  the  taxation 
of  assets  doesn't  make  a  lot  of  difference  in  the  first  and,  in  the  second 
place,  produces  as  many  inequities  as  it  cures,  only  different  ones,  I 
certahily  would  lean  toward  a  simplification  step  that  would  say, 
clean  them  out  of  the  formula.  I  guess  that  is  simple. 

Mr.  Voiof.  As  I  say,  we  are  looking  at  that  whole  question  and 
dohig  some  studies  in  that  area. 

Mr.  O'Maua.  Thank  you  all  for  coming  up  again.  We  are  going  to 
go  on  with  the  rest  of  our  witnee  -es  and  will  expect  you  back  Thurs- 
day. 

Our  next  witness  will  be  Dr.  Larry  Leslie  of  Penn  State  University's 
justly  renowned  Center  for  the  Study  of  Higher  Education.  Dr.  Leslie 
has  been  asked  to  ^ive  the  subcommittee  the  benefit  of  his  tliinking  on 
grant  programs  in  general. 

STATEMENT  OF  DIt.  lAltllY  I,  LESLIE,  OHAIRMAIT,  JtlO-HER 
EDUCATION  DEPARTMENT,  PENNSYLVANIA  STATE  TJNIVERSlTTf 

Df.  Lhsmu.  1  am  humbled  by  the  relative  sijte  of  the  contingent  that 
1  had  today.  As  a  resetirch  motliodologist  we  would  call  that  an  un- 
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obtrusive  measure  of  the  relative  funding  of  the  Federal  bureaucracy 
in  comparison  to  institutions  of  higher  education. 

Mr,  O'HAnA.  That  is  on©  thin§  you  could  call  it. 

Br.  Lesue,  Allow  me  to  begin,  if  you  will,  with  a  background  state- 
ment as  to  why  I  think  I  came  to  be  sitting  here  today.  I  think  it  is 
fair  to  sp,y  that  prior  to  1970  I  knew  almost  nothing  about  student 
aid  programs. 

I  was,  at  that  time,  and  continue  to  be,  a  research  associate  in  the 
Center  for  the'  Study  of  Higher  Education  and  Chairman  of  the 
Higher  Education  Department  at  Penn  State,  My  area  of  my  speciali- 
ties are  research  methodology  and  education  for  the  professions.  Al- 
most everythiiig  I  knew  about  student  aid  I  leamed  from  the  popular 
press. 

But,  in  the  fall  of  1970,  1  was  asked  to  make  suggestion?  about  a 
proposal  that  had  been  composed  by  the  Committee  for  Economic  De- 
velopment, a  proposal  that  was  entitled  "The  Management  and  xi'inanc- 
in«j  in  Colleges." 

Later,  when  that  proposal  was  funded  by  the  Ford  and  Danforth 
Foundations  I  was  asked  to  join  the  staff  of  the  CED  for  the  duration 
of  that  project.  It  was  in  this  connection  that  I  came  to  understand 
the  policy  issues  concerning  the  financing  of  higher  education  and  for 
the  2-year  duration  of  that  project  and  since  that  time  I  have  devoted 
my  full  attentioii  to  these  matters. 

Incidentally,  before  proceeding,  may  I  make  a  disclaimer  concern- 
ing the  resulting  CED  policy  statement?  Neither  I  nor  my  two  col- 
leagues, one  a  former  Commissioner  of  Education,  who  composed  the 
principal  stall',  wish  to  take  any  credit  whatsoever  for  the  recommenda- 
tions of  that  policy  statement  insofar  us  higher  education  finance  is 
concerned. 

Mr.  O'Hara.  You  just  helped  yourself  with  the  chairman. 

Dr.  Lesue.  To  continue,  it  became  very  clear  in  the  CED  process 
that  there  were  extraordinarily  intense  feelings  regarding  the  various 
options  for  financing  higlier  education  and  that  the  various  views  held 
both  on  my  part  and  on  the  part  of  others  emanated  almost  exclusively 
from  strong  value  positions. 

There  was  practically  no  empirical  evidence  or  facts,  if  you  will,  to 
be  marshaled  in- support  of  either  view.  There  were  only  ideological 
positions  that  would  fail  to  meet  the  normal  tests  of  objective 
scholarship. 

This  brings  me  then  to  my  initial  point.  It  was  during  the  progress 
of  the  CED  deliberations  that  I  became  aware  of  a  data  void  regard- 
ing the  eil'ects  of  student  aid.  I  f?et  out  to  collect  empirical  evidence  to 
show  just  what  would  happen  if  vve  would  shift  the  emphasis  of  our 
higher  education  financing  strategy  to  greater  reliance  Upon  placing 
the  resources  in  the  hands  of  students. 

This  seemed  like  a  good  idea  because  it  appeared  we  would  soon  be 
spending  billions  on  such  t)rograms.  In  shoit,  several  colleagues  and  I 
souglit  to  examine  certain  implications  of  the  trend  to  place  more  and 
more  public  resources  in  the  hands  of  students  and  to  force  institu- 
tions to  competes  for  those  students. 

1  will  forego  most  of  my  personal  opinions  and  concentrate  as 
much  as  I  can  upon  wluit  some  of  the  implications  would  appear  to 
be.  In  the  interest  of  time  I  will  concentrate  on  only  two  effects,  what 
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I  would  (Mill  tlio  (listril)Utivo  otVccts  and  the  oquality  of  opportunity 
eiloi'ts  of  finuucinj;  hij?her  oduoiUiou  througli  students. 

By  the  first  I  mean,  how  grants  and  scliolarship  progi'anis  affoct 
enrolliiionts  in  various  kinds  of  postseoondary  institutions.  You  will 
I'omember,  of  courso,  that  one  of  the  alleged  acuMvntages  of  the  student 
funding  mode  was  tluit  it  would  redistribute  students  into  the  largely 
financially  trotihled  private  sector. 

The  second  part  of  my  eonunents  will  deal  with  what  the  record 
shows  regarding  the  expansion  of  ecpiality  of  educational  opportunity, 
which  is  certainly  the  major  point  of  interest  to  the  subconunittee. 

Based  largely  on  a  study  of  the  grant -sehohirship  recipient^^  'n  the 
five  States  having  the  largest  student  aid  programs  I  think  it  eau  safely 
be  said  that  many  students  will  change  their  attendance  patterns  when 
given  opportunity  grants. 

1  must  advise  caution  in  describing  these  findings  because  it  is  true 
there  are  literally  an  inHnite  number  of  ways  in  which  student  aid 
proo'i'tinis  could  be  strnctui»ed. 

We  were  able  to  look  at  the  effects  of  onl;^'  six  programs  in  five  States 
atul  not  only  do  the  general  higher  edtU'ation  conditions  in  the  States 
vary  immensely,  but  also  so  do  the  regulations  of  their  respective  stu- 
dent aid  programs. 

Our  States  were  New  York.  California,  Illinois.  New  Jersey,  and 
Pennsylvania.  They  accounted  for  approximately  79  percent  of  all 
studenV  aid  funds  disseminated  by  the  States  in  1972.  and  their  pro- 
grams ranged  from  being  essentially^need-based,  like  the  BOG  in  tour 
casps,  to  having  a  heavy  scholat*ship  feature  in  two  cases. 

If  I  may  direct  your  attention  to  the  set  of  tables  you  have  been 
provided.  I  would  like  to  make  several  observations.  Froni  samples  of 
1,000  students  in  each  State,  we  found,  as  shown  in  table  11,  that  an 
average  of  42.1  percent  of  tlie  aid  recipients  rejmrted  that  it  was  State 
iitudent  aid  that  mad(»  it  possible  for  tltem  to  attend  college. 

You  can  see  that  there  are  great  diflerences  by  States  and  1  really 
should  be  concentrating  upon  individual  States.  But  again^  1  fear  time 
will  only  permit  generalii5atioiis<  It  is  important  to  note^  however^  that 
the  fii'st  two  programs,  that  is,  the  New  York  and  the  first  New  Jersey 
I)rogram,  the  Pennsylvania  and  Illinois  programs  are  the  need-bared 
programs*  whereas,  the  second  New  Jersey  program  and  the  Oalifornia 
program  have  a  hea\\v  scholarship  feature^  which  is,  of  course,  not 
characteristic  of  the  Federal  aid  programs. 

You  should  also  note  how  \'e!vv  small  the  amount.of  aid  was  for  the 
programs  we  sur\'eyed  in  New  York*  It  is  very  close  to  the  $2(10  aver- 
age for  the  BOCrs  during  this  academic  year*  One  caimot  really  ex* 
t)ect  nuicb  to  haptH^ti  when  tl\e  amount  of  motu\v  in  so  small  aiul 
that  is  what  we  found  in  our  study* 

Allow  me  to  merely  sum  up  the  tables.  The  staff  may  wish  to  sttuly 
theJn  moi»e  closely  lateri  In  sum  we  have  very  consistent  data  showing 
that  when  studen'ts  are  jfiven  aid  they  generally  prefer  the  private*  the 
non-2  year  and  the  small  institutions. 

These  trends  are  very  striking  and  they  are  very  consistent.  This  is 
in  comparison  to  the  norms  for  attendance  patterns  of  students  in  these 
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live  States,  Among  time  students  whose  attendance  pattern^  were  ul- 
toi'ed,  three  times  as  nuvny  cl»oso  the  private  institutiojjs  as  chose  pub- 
lic institutions.  Ahnost  no  one  chose  a-yoar  institutions  when  given 
grants. 

And  there  was^^an  unusual  preference  for  smaller  institutions. 
Mr.  O'Haua.  Have  you  got  a  table  on  that  ? 
[Thd  table  referred  to  follows  i] 


TABLE  I.-COLLEGE  STUDENT  GRANT  STUDY!  SUMMARY  OF  STATE  SCHOLARSHIP  AND  GRANT  PROGRAMS  EXAMINED  1971-72 


New  York  New  Jersey  (S.IA)      New  Jersey  <T.A,)       California  Peniisylvflnla  Illinois 


r.:::::::::::::::::::  ?Jsvr;:::::::::::::::  fc:::::::::::::::::  fcr:::::":::::::  It"  

Maximum  award  j600  a-yr college,  J350i others,  Jl.OOO  Private  $Z,zooj state  un-  |l,200lTsTatei$*8(ib'otit  $1,200. 

W  vetslty  $600;  state       of  State. 

Pereent  of  tuition  and  fees  i  ,  100  percent  less  $200*..- Tuition  oniyi  $500  Tuition  must  exceed      lOoVrcent...'..  *  100  percent...  100  ^ 

Qut'Of-State  institution  eligible  No.  Yes^ftcentof  No.".?.  .No  Yes....  .No. 

school  eligible!  total  program. 

zWmt'""" • Itl Itl  X«  In  state  and  out  of  Stale.  Yes. 

8         ::::::::::::::::::::::::::::  ?  fc::::':"::-:--  y«"*":  y«  •  ^ef'*  "'^^  

^•vf  public  :  w.::.:..:::...:..:::  yoI::::::::::::::::::::  i(i*<^'6ecau5  w  y?!::::::::::::::::::::  yIL:::::::::::::::::: 

under  $450. 


4 


ERIC 


203 


TABLE  It.-NUMBERS  AND  PERCENTAGES  OF  STUDENTS  WHO  ENROLLED  IN  HIQHE  i  EDUCATION  AS  A  RESULT 
OF  HAVING  RECEIVED  GRANT  OR  SCHOLARSHIP  AID  AND  AVERAGE  AWARD  AMOUNTS 


,  New  Now  ^  „  „ 

New      Jersey  Jersey  Call-  PennsV      ,,,,  ^ 

York        (TA)  (SIA)  fornia  vania  Illinois 

(N  -«673)     (N-360)  (N  =^453)  (N  «.824)  (N  «432)  (N  =»587)  AveragO 


Numbers.   214  176  217  245  ZOl  209 

Percent  31.8         49.0         47.9         29.7         46.6  51.6 

Average  award  amount..       $203        $705        $525         $929         $665  •$688 


♦Esllmatedi. 

TABLE  ltA.-G0RRELATt0N5  BETWEEN  AMOUNT  OF  AWARD  (IN  DOLLARS)  AND  DEMAND  r*OR  HIGHER  EDUCATION 

.    AMONG  AID  RECIPIENTS 

New  ,  Nt// 

New      Jersey  Jersoy  Call-  Pennsyl* 

York        (TA)  (Sl\)  fornia  vania 

(N  »673)     (N  460}  (N  w^4&3)  <N  =^824)  (N=4432)  Averagd 

Would  not  attend  college  without  aid. «         .23         .24  ^.Cf7  .Od  •     '  ,22  ,28 

TABLE  Ill.-STUDENTS  ATTENDING  THE  PUBLIC  AND  PRIVATE  HIGHER  EDUCATION  SECTORS 

IPercentagesj 

Collew 

New    .New     ^ ^     .  ment  freshman 

New    Jefsey    Jeisey     Call*  Pennsyl*    Census   survey  nqims 

York     (TA)    (St A),   fornia     vartia   Illinois  (ld71)«  (1972)s    (1972) & 

Publlc*i  ,  -V     79.2      80.1  74*4 

State  aid  recipients   64.5  " 

Slate  norms—**-*--...*  2  59.5  ^   -   

Private  *  .tt-i-    20.8     19.9  25i6 


State  afd  recTplents.V.ttI"Il*''35T 
State  norms   41.  & 


2.5 
69. 5 

56.9 
69.5 

B8.3 
89.7 

59.1 
57.6 

55.2 
76.9 

97.5 
30.5 

'  43.i  * 
30.5 

4i.7 
10.3 

40.9 
42.4 

44.8 
23.1 

.  t  Cot.  ?!  U.S*  Bureau  of  Census,  op.  clt.»  table  3;  col.  8:  The  American  co  llese  testing  program.  "A  Study  of  the  College 
Investment  Decision :  The  ACT  Data.'^  Iowa  Cityi  lowai  1972;  col.  9:  American  Council  on  Education,  op.  citi  p«  Ih  t^ble  3*  • 
s  "Digest  Of  Educational  Statistics/'  1972i  table  80i  p.  68. 

TABLE  1V.*-1ST«TIME»  FULUTIME  ENROLLMENTS  COMPARED  TO  iST*TIME  STATE  AID  RECIPIENTS  WHO  WERE 
ENROLLED  FULL-TIME  BY  SECTOR  (PUBLIC  OR  PRIVATE) 

IPercentages) 


.  New 
Jersey 
(TA) 

.  New 
Jersey 
(SIA> 

Call* 
fornia 

Pennsyl* 
vania 

Illinois 

Averaget 

Private:  lst*tlmei  full-time  etirolltdeitt  norms...* 

64.5 
64.8 
35.5 
35,2 

2.5 
71.9 
97.5 
28.1 

56.9 
71.9 
43.1 
28.1 

68  J 

ri 

11.4 

59.1 
58.1 
40.9 
41.9 

65.2 
74.5 
44.8 
25.5 

56.4 
73.6 
43.6 
26.4 

t  Weighted  ty  numbers  of  Students  In  each  State.        .       ^  ... . ,       „  ..^^ 

..Source:  Natronal Ceriter  for  Educational  Statlstcs, ''Openlnfl  Fal  tmpm  In  Higher  Education,  1973  (George  H, 
Wade),  U.S.  Department  of  Health*  Education,  and  Wella/e.  wasninglonj  U.S.  Government  Printlng^^^^^ 
YJi  I  J    ^  j^„j    ^  J  computed  from  tables  I7b  (p.  396),  I7c  (p.  3d8),  ifd  (p.  400),  17J  (p.  A\2h 


and  4*yr,  2*vt»  private,  and  pi 
and  I7d  (p.  402),  respectively. 


ERIC 


204 


TABU  V.-FIRSMIMI:.  FULLTIME  ENROLLMENTS  COMPAREO  TO  FIRST-TIME  STATE  AID  RECIPIENTS  WHO  WERf 
ENROLLED  FULL-TIME  BY  INSTITUTIONAL  LEVEL 
.  |ln  percentages) 

Newjersev  New  Jersey  Penn» 

New  York  (TA)  (SIA)  California  sylvania  Illinois 

University: 

Aid  recipients.  214  39.7  34.1  76.6        40.9  85.4 

Flrst'tinie,  fulhtime  t  enrollment 

norms,  ,                      15.8  17.9  17.9  12.3  .   29.3  26.e 

4*year! 

•    Aid  recipients.  •    30.8  53.1  55.0  ,    23.3    .     45.6  85.4 

First'time.  fulMimo  1  enrollment  ,  . 

^^^norms.,                               42.2  4l.9  41.9  19.4         49.4  26.3 

'^'Aldieclpienls.....,,.^  44.4  7.3  8.0        .   .1  6.5  14.6- 
First-time,  full-time  (  enrollment 

norms................   42,2  40.3  40.3         68.3  21.3  47.? 

Other. 

Aid  recipients   3.4  0  2.'2  .1  7.0  0 

First-time,  full-time  t  enrollment 

norms   O  O          (J)  <a).  (j)  (a> 

Note;  Percentages  may  not  equal  100.0  percent  due  to  rpundinR. 

2*yaai,  |j|ivai9,  anu  |j| 

(().  402),  respectively. 

i  This  source  does  not  include  an  "other"  category;  therefore,  data  are  not  strictly  comparable. 

TABLE  VII.-tHE  EFFECTS  OF  GRANTS  AND  SCHOLARSHIPS  ON  ATTENDANCE  PAHERNS  BY  SECTOR  (PUBLIC  OR 

PRIVATE) 

|ln  numbers  of  studuntsl 

New  Jersey  New  Jersey  Penn* 
New  York       (T.A.)      (S.I.A.)    California    sylvania  Illinois 

Con«/ol  •   N=673         N=:t453      N^^SSO    'N^824      N«432  N^57^ 

1.  Private  attendees  who  would  not 

have  attended  any  Institution 

without  aid   70  112  172  108  84  125 

2.  Public  attendees  who  would  not 

have  attdnded  any  institution 

without  aid   144  104  4         137         U5  174 

3.  Pdviiti  attendees  who  would  have 

attended  a  public  institution 

without  aid   33  30  35  105  14  45 

4.  Public  attended^  who  w^utd  hm 

attended  a  pilvatj  instiutlon  .  .  .  '  . 

without  aid   4  4  A  5  0  0- 

h,  Pilvate  attendees  wltosefir^tclioiee  .... 

W;isrti)jVi:li^^:^'j'Sirt-    -    .  29-         13  65  10  10   -  

6.  Public  attendees  whoie  fi^st  choice 

wasaptlvateinititutio.)   39  31  2  32  25  *.**  

TABU  Vni.  THE  EFFECTS  OF  STATE  GRANT  AND  SCHOLARSHIP  AWARDS  UPON  STUDENT  ATTENdANCE 
PATTERNS  BY  SECTOR  (PUBLIC*(*RIVATE) 

(Pefcentages) 

New  Jersey  New  Jersey  ^  „^  Pennsyl* 

New  York    ,   (tA)  (SIA)  Califernie  ^  vania 

(N^673)     (N^360)  (N:-453)  (N=^824)  (N^432)  IllinciS  Average 

Public: 

Actual »                     17.0        -8.3  15,7        -5.2  23.3  23,7  11.0 

Hypotheticah                15.6          9  1  12.8        -7.9  19.9  0  9.9 

Private' 

Actual »                     14.7         57.2  32.0         35.0  22.7  29.4  31.8 

Hypothetieai^.....        16.2         39.7  34.9         37.6  26.2  0)  30.9 

t  AetudI  gain  as  a  percent  of  total  awards. 

i  Actual  and  hyp:)th6tical  (potential)  gain  as  a  percent  of  total  awards, 

t  (inavaitable. 
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TABLE  IX,--1HE  EFFECTS  OF  STATE  CRANT  AND  SCHOLARSHIP  AWARDS  UPON  STUDENT  ATTENDANCE 

PATTERNS  BY  COLLEGIATE  LEVEL 

(Percentages) 


New  York 
(N«673) 


New  Jersey 
(TA) 


New  Jersey 


(N-360)  (N 


(S|A) 

=^453) 


Califomia 
(N-824) 


Pennsyl. 

vania 
(N-432) 


lltinois  Average 


7  3         16.3          15.9  35.0  19.9  O  }M 

.  Kticaic::::     12:3     18.6     22:3  34.8  21.8  U  19.5 

4or5.yf(^llege:      -  j  21.1  0)       •  20.3 

Mi^iii^::::::     ilo     272     25.6  16.3  ?o.i  o)  20.4 

.2-yr  college:       ^            ,^  o          ^  i          o  o  o\  a  0)  3  1 

Aclua  »                       16.3           4.1           2.2  •«2M  1.9  )  { 

Hypolhelical'                 5,2          3,1        -1.6  -21.4  .9  W  -13^ 

» Actual  gain  as  a  percent  of  total  awards.  i  ,  i »  . . 

» Actual  and  hypothetical  (potential)  gain  as  a  pBf  "5nt  of  total  awards, 
I  Unauailbale. 

TABLE  X.>-THE  EFFECTS  OF  STATE  GRANT  AND  SCHOLARSHIP  AWARDS  UPON  STUDENT  ATTENDANCE  PATTERNS 

BY  INSTITUTIONAL  SIZE 

(Pefcentages) 

New  New  „  . 

Jersey  Jersey    ^ ,  Pennsyl* 

(N  J&  (N«   (M  i^^^  "'l«ols.  Ave-age 


Small  Institutions  (less  than  3,500  ' 

'Xffi'    '                                10.  V        37.2        21.0         13.4        M.l  f)  20.5 

^fXBMcy.::::\:::::r^     9:4     22.2     as     ai     19.9  h  16.0 

Midsized  instilullons  (2,500  to  9,999 

^'amUIVi'                                  tfi?     ■    12  s        22  1          9.8        18.1  (')  >5.7 

.                         II     \U     foil     \U     \U  <?)  19.5 

Large  institutions  (grcator  than 

lo.pOO  students):                         .0           ^                    .a         79  /sv       4. 6 

1  Actual  gain  as  a  percent  of  total  awards.  >  1  . .  . 

Actual  and  hypothetical  (potential)  gain  as  a  percent  of  total  awards. 
3  Unavailable. 

TABLE  A.  INCDIVIE  DISTRIBUTION  OF  FAMILIES  AND  UNRELATED  INDIVIDUALS  WITH  PRINCIPAL  EARNER  BE* 

TWEEN  45  AND  54  IN  I960,  AND  OF  FAIVIILIES  WITH  CHILDREN  ENTERING  COLLEGE,  FALL  1966 

All  coltegd 

Income                                                                Allfamilios  families 

Less  titan  $4,000  *  ^                      }5*|  it;! 

$4,000  to  $5,999                                                                                      }3*S  173 

|6,O0D  to  $7,999   H 

koOO  to  $9.999                                                                                 Ill  kl'l 

$10,000  to  $k999  :  -                                                         24,0  Zb.g 

$15,000  to  $24,999  

$25,000  and  over  -^.-^                                                    ^'   ILi 

Total  ■    lOO-t  

8out«:  "Cuffonl  Population  Rspofls,"  op.  cit.,  Setlos  P-60,  No.  61. 
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iJX.  ^^^'^V  «>o  c'"'^""*^"*^  by  sector,  public  or  private,  for  the  aid  recip- 
ients 11  eomparlaou  to  appropriate  state  norms.  Tbe  major  finding  from  tills 
table  Is  that  the  state  grant  and  scholarship  recipients  in  the  five  stateri.uel'. 
ally  are  seen  to  enroll  in  private  institutions  in  i^rceutages  greater  than  the 
percentages  among  students  in  the  comparable  norm  group.  In  other  words  aid 
to  students  would  appear  to  result  In  higher  enrollments  in  the  private  sector 
This  s  a  particularly  important  finding  because  most  of  us  would  have  predjcted 

IJ.h  imL  been  more  incUned  to  aiSl 

public  institutions,  as  they  have  historically. 

hv  ^/^^^MrS^^®^**  reoipieiits'  enrollment  patterns  to  the  state  avfnges 
by  .level  of  institution.  The  major  conclusion  to  be  made  here  is  tiat  aid  re* 
ffitiou.f  ^  *°     disinclined  toward  attendance  in  the  two^Sar  il 

aZinS  nrpff™*f!  institutional  size.  Here  the  pattern  is  a 

^fSf  iw  f  f  "'''u"^*'  recipients  for  small  institutions, 

rms  iirst  set  of  tables  shows  only  that  aid  recipients  tend  to  have  diffprent 

enrollment  patterns  than  do  "typical"  students.  It  says  nothing  about  whXr 

the  aid  in  fact  oauaea  these  different  attendance  patterns. 

t      sRt  of  tables  does  get  at  causes.  We  asked  the  students  where  tliev 

Zhiiu  ^      ««en*»ed  without  the  aid,  and  we  obtained  the  following  anISV 
T^ble  vm^rJ^  ^rAf^  consistent  with  the  aforementioned  p!t?ern«  ' 

n«:  ^''"^'^  private  institutions  gain  about  31  or  32  percent  in 

S  abo?t%0  .!!.  'XrfJfTAV/^"'\^''^  public  iSstitufions  ga^^^^ 
, .  V*^  ^  percent.  I  think  it  is  perhaps  most  important  to  note  first 
Kinds  of  institutions  gain  in  enrollments.  There  are  enough  «ctJ 

students  coming  into  the  system  to  make  up  for  any  losf>os  by  onl  sectof  to  the 

Table  IX  shoWs  thafc  universities  and  fon?  or  five-vear  coUPEea  nvo  n^n^nt<^ 
beneficiaries  of  student  aid  programs  but  that  two-year  coUeSRo  not 
L'r^1^vinTimr^  C  L'"^^i^'  l?^'"^*'^      f^^'       wheSven  Tm,  ftl^ 

vm  Tv''J!*/y*'^^"\r^*^S  table  III  and  would  go  through  IV,  V, 
h^info^nSSv^T?         ^«."'*''  I  '^"'^  j"^*^  refemiig  to,  vou  would 

u}i^^}^iIF^  shows  in  line  1  an  inr^rease  in  attendance  lit  the  public 
ihstitutions,  as  a  Result  ot  these  programs,  of  11  percent  in  comparison 
to  tt  31.8-percent  increase  in  the  private  institutioiis.  ^ 
lable  IX  breaks  out  attendance  by  level  j  that  is,  university,  4-  or  5 

Zrife/1L?:K.5^^^^^^^^^^^  in  th. 


y 


optnnuin  cdnditioi  s,  thei-e  would  be  a  dec  hie  ii  2-ycai'  institutions* 
u  though  most  of  that.decliiiG  is  attributed  to  Califoiiiia  whic  iS 

.  ^"^wf  ''^T^''''}  'T'^  ".^      ^"i^iQllis  free  iiUhe  ?Sunity 
col  eges  and  therefore  students  in  the  Clilifornia  program  are  esse  i- 
tia lly  not  able  to  attend  2-ycar  institutions  if  they  get  aid. 
«i  ^  *  oa"^  ^^^V      ^l"/*^.     si^^^'  ^^'itli  s»>»li  institutions  gainin«' 
fcSf  f?'?"*^'.*^^  iiiHtitutions  about  16  percent,  an  tfe 

large  institutions  about  5  percent.  These  are  shifts  of  students  th  e 
who  say  their  attendance  piiterns  wore  altered.  ' 

I  ho  nill'lmti  4-nU1/t<^  44«ti4<.l«  T  Ai^.J*  .1.^..  .1  i     .  -I 
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It  appears  that  those  institutions  reputed  to  be  in  greatest  financial 
difficulty  that  is,  the  private  histitutions,  particularly  the  small  private 
institutions,  would  appear  to  be  impoiiant  beneficiaries  of  the  student 
aidprpgram* 

I  tliink  there  are  very  few  of  us  in  higher  education  who  would  fail 
to  applaud  this  effect,  whether  we  be  from  public  or  private  coUefjes* 
The  great  strength  of  American  higher  education^  it  seems  to  me,  has 
been  its  diversity  and  for  many  years  now  private  institutions  liave 
been  in  relative  oecline  in  terms  of  their  enrollments. 

At  the  same  time,  it  seems  to  me,  Government  should  monitor  closely 
the  effects  of  the  student  aid  programs*  What  are  the  goals  and  public 
policy  concerning  the  desirable  level  of  aid  to  tlie  private  sector? 

There  appears  to  exist  the  same  absence  of  policy  monitoring  vis-a- 
yis  low-income  students.  In  addition  to  the  large  on-going  i^'e(leral 
programs  there  ai-e  substantial  State  aid  programs  and,  of  course,  the 
amendments  of  1972  which  would  promote  more  State  aid  to  these 
students*^ 

What  is  the  desirable  level  oi  aid  to  low-income  students  and  at  what 
point  should  we  become  concerned  with  the  plight  of  the  middle-income 
students? 

Finally,  the  findings  concerning  2-year  colleges  should  give  you 
special  cause  for  concern  since  some  segments  of  our  national  higlier 
education  policy  would  seem  to  be  aimed  directly  at  supporting  and 
advancing  the  kind  of  education  offered  by  2-year  colleges. 

I  refer  you,  for  example,  to  title  X  of  the  Education  Amendments 
of  1972»  Yet,  on  the  basis  of  this  study  it  appears  that  student  aid  pro- 
grams like  the  BOG's  may  nm  counter  to  the  interests  of  2-year  insti- 
tutions, in  terms  of  enrollment. 

The  second  element  I  would  like  to  discuss  briefly  is  an  aspect  of  the 
equality  of  educational  oppoitunity  ^oal,  which  I  think  most  would 
agree  is  a  primary  goal  of  the  student  aid  programs. 

The  aspect  I  ivish  to  discuss  is  that  of  needs  analysis^  More  specifi- 
cally, I  would  like  to  focus  my  remarks  on  the  expected  family  con- 
tribution as  it  compares  with  the  actual  family-parental  contributions^ 

Let  me  begin  by  saying  that  although  I  cannot  put  my  finger  on 
exactly  all  the  precise  causes,  my  work  in  the  field  in  the  last  4  years 
tells  me  that  something  is  terribly  wit)ng  in  the  whole  business  of  needs 
analysis* 

And,  by  the  way,  that  feeling  would  seem  to  be  shared  by  the  90 
percent  of  all  student  aid  officers  who  "feel  that  the  needs  analyses 
result  in  unrealistic  expected  family  contributions/*  That  is  a  quote 
from  an  American  Council  on  Education  survey  of  this  springs 

To  start  with,  I  think  there  is  great  confusion  vogardin^  some  of  the 
basic  facts  which  are  always  cited  as  the  reason  student  aid  programs 
are  needed.  These  facts  have  to  do  with  which  income  groups  are  over- 
represented  md  which  fijroups  are  under-represented*  I  am  sure  you  are 
all  aware  that  the  basic  statistics  show  that  low*income  students  are 
underrepresented,  but  did  you  know  that  the  only  group  that  is  over- 
represented  is  the  upper  income  group  ? 

Table  A,  which  is  the  last  table  in  your  packet,  third  to  the  last  page, 
shows  that  for  the  middle  income  students  there  is  practically  no  over- 
representation  of  students  attending  college* 
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Yetvit  soofus  cloaV  that  present  form  of  student  nid  programs  will,  in 
the  long  run,  uid  lower-nu'ome  students,  not  at  the  expense  of  those  who 
arc  ovevi^epresented,  the  higher  income  students,  but  at  the  expense  of 
the  middle  income  students  because  over  a  time  I  would  expect,  as  a 
result  of  student  aid  programs,  a  fairer  representation  of  lower  income 
students  but  an  unfairly  low  representation  of  niiddlo  income  students 
attending  college. 

There  are  several  reason  for  this  and  most  of  it  would  appear  to  be 
related  to  various  fac^^ors  bringing  into  question  tlu^  needs  analysis, 
particularly  as  related  to  the  expected  fanuly  contribution. 

The  first  point  is  we  should  not  overlook  the  fact  that  large  percent- 
ages of  students  are  financially  enuuicipated  from  their  parents.  The 
facts  from  the  19(50  census  are  that  45  percent  of  males  and  almost  a 
third  of  female  college  students  receive  no  support  from  home. 

Based  upon  i^esults  of  the  recent  student  resources  surveys  in  AVasli- 
ington  and  Califoniia,  50  percent  or  more  of  all  student  now  consider 
themselves  as  self-supportmg,  although  about  one-third  actually  meet 
all  the  Federal  criteria  for  emancipation. 

But  most  renuirkablo  to  me*  the  college  board  found  in  three  IVest- 
ern  States  participating  in  the  student  resource  survey  that  u  typi^ral 
r^tudeut  paid  for  college  from  his  own  resources  through  employment 
earnings*  savings,  and  loans. 

There  are  tw^o  points  to  be  made  here;  first,  the  expected  family  con- 
tribution is  irrelevant  for  large  segments  of  students  who  are  legally 
emancipated  {  and,  second,  large  numbers  of  the  remainder  are,  in  fact, 
hidependent  for  all  practical  purposes^  although  they  may  reside  at 
lionu^  for  i)eriods  in  excess  of  2  weeks,  particularly  during  the  summer 
months* 

'I'hus.  in  sum  the  expected  family  contribution  is  quite  imippro- 
priate  for  the  majority  of  college  students.  In  our  study  of  -  the  five 
States  wo  found  the  aid  recipients  were  receix  iuiy  an  average  of  only 
$400  to  $500  or  only  20  percent  of  tlieir  total  college  expenses  from 
their  parents. 

Kven  in  New  Yorki  where  essentially  everyone  was  entitled  to  n 
grant,  however  modest,  parents  contributed  an  average  of  only  $623, 
0!*  iJS  pel  cent  of  all  the  st*:dent'S  resources  for  college. 

These  numbers  compare  very  closely  to  college  board  data  in  three 
Western  States  and  I  will  constantly  refer  to  the  college  board  data 
ijpcause  hi  each  case  the  data  T  am  reporting  from  our  finding  are  vali- 
dated very  well  by  the  college  board  studies. 

Wiieti  f  first  obtained  all  these  data  it  occurred  to  me  something  was 
amiss,  iiv  tuiderstanding  was  that  the  expected  family  contributions 
computed  for  the  government  by  such  groups  as  the  Cfollege  Scliolar- 
slii))  Service  were  nutch  higher  than  this. 

Thei^efore.  I  recently  set  out  to  gather  data  comparing  the  expected 
family  contribtition  and  the  actual  family  contribution  of  those  who 
applied  for  student  aid.  The  data  source  here  was  prhnarily  students 
at  Penn  State  whom  we  interviewed  just  last  month. 

The  first  conclusion  we  came  to  was  that  for  those  who  applied  for 
and  received  aid— the  i^ecipients— the  expected  family  contribution 
on  the  aveiiige  was  amay/ingly  accurate.  In  fact,  there  may  be  no  more 
accuHite  estimations  done  by  any  agency  of  the  Federal  Government. 
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Fov  example,  biisi'd  on  the  OE  pi-intouts  of  the  BOG  in-ogram  for 
this  veins  I  found  the  avorage  expected  family  contribntion  tor  pro- 
posed  recipients  to  be  $470,  which  compares  an  average  actnal  con- 
tribution of  $47T.  ■       ,  . 

This  also  compares  very  well  with  the  average  we  found  ni  oni;  o 
States,  which  von  mav  recall  was  in  the  range  ot  $400  to  $500,  agiun, 
for  recipients.' But.  for  those  who  applied  for  bnt  were  but  were  re- 
fused aid,  the  restdts  are  quite  another  story  and  this  is  where  I  tlunk 
there  should  bo  special  concern. 
Mv  calculations,  again  from  the  OK  printouts  ot  the  BOG,  show 


Scholarship  Service. 

Bnt  * 
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stuav'Sirnvrtluit  tile  actnal  family  contrtbntion  of  airapplieants  was 
onlv  $«1!>.8!). 

From  this  I  have  calculated  that  nonrecipients.  those  who  were  sup- 
posed to  be  getting  aid  from  their  parents  in  the  amount  of  $1.729, 
aiv  getting  an  average  of  $733.(52.  Again,  these  figures  compare  closely 
with  the  college  board  data  from,  the  three  Western  States. 
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and  fannly  fiscal  reality."  . 

In  other  words,  the  average  diflerence  between  thp  amount  of  aid 
recipients  are  getting  from  their  parents  and  the  amount  nonrecipients 
are  getting  from  their  parents  is  only  about  $150  to  $270,  in  contrast  to 
t he  $1 . 200  to  $l.:50n  the  formula  predicts.  ' 

Put  another  way,  aid  recipients,  on  the  average,  get  from  then*  par- 
ents almost  exacttv  the  amount  the  Government  thinks  they^  should 
while' nonrecipients*  largely  middle  income  students,  are  getting  less 
than  44  percent  of  the  amount  calculated  by  Government  rep- 
resentatives. *  ^ 

My  interpretation  of  these  data  is  that  although  the  middle  income 
students  are  expected  to  contribute  far  more  than  parents  of  low  income 
students,  for  whatever  reasons,  they  are  unwilling  or  unable  to  do  so 
and  a  fiuancing  policy  that  assumes  otherwise  is  grossly  unfair,  inac- 
(Mtrate.  and  Inequitaljle. 

Yet.  lest  what  1  have  said  be  misintprpreted.  remember  I  am  speak- 
inj?  onlv  of  averages  here.  Of  course,  many  nonrecipients  enjo>;  ade- 
f|iiiitt«  imrental  support  bnt  many  more  do  not.  And  the  same  thing  is 
true  for  recipients.  . 

Perhaps  this  data  shows  why.  in  my  view,  the  whole  needs  assess- 
mmi  approacli  completely  breaks  down.  When  we  say  that  the  averafre 
aid  recipient  receives  froin  his  parents  almost  exactly  the  amount  cal- 
culated for  the  average  student  we  tend  to  forget  that  this  means  of 
the  order  of  50  iiercent  are  getting  less  than  they  are  supposed  to.  as- 
suming a  normal  distribution.        ^  , 

In  fact,  in  our  interviews  at  Penn  State  last  month  we  found  that  of 
those  who  did  receive  some  form  of  Fedei'al  aid  this  year;-. almost  70 
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percent  received  less  from  their  parents  than  forecast,  by  the  people 
who  do  needs  analyses,  oven  though  the  averages  turned  out  all  right. 

All  of  this  seemingly  contradictory  evidence  can  be  explained  by  the 
fact  that  there  are  a  few  students  who  get  much  more  from  their  par- 
ents than  expected.  Of  course,  I  don't  need  to  remind  you  that  one  can- 
not rationalize  the  difficult  plight  faced  by  many  students  by  explain- 
ing that  the  averajge  individual  is  receiving  the  right  amount. 
:  The  $3,000  received  by  one  recipient  from  his  parents  in  no  way 
compensates  another  who  receives  nothing  or  very  little  but  was  sup- 
posed to  receive  $1,T29.  It  is  for  these  reasons  that  I  raise  serious  ques-. 
tions  about  needs  analysis.  , 

Perhaps  I  could  briefly  ^iimmarize  what  I  have  said.  Thp  first  is 
that  the  State  aid  programs  at  least— and  I  would  anticipate  that  the 
Federal  programs  would  have  somewhat  the  same  results— tend  to 
cause  a  redistribution  of  students  to  the  private  institutions,  to  other 
than  2-year  institutions,  and  to  the  small  institutions. 

Also,  the  grant  programs  are  allowing  many  underprivileged  youth 
to  go  to  college.  We  do  have  to  remember,  however,  that  nearly  CO  per- 
cent of  State-aid  recipients  say  they  would  have  gone  to  college  with- 
out a  grant. 

Xaecis  analyses  are  helpful  tools  for  determining  what  the  average 
low-income  families  do  to  support  their  sons  and  daughters  in  college. 
However,  it  is  a  poor  device  for  denying  aid  to  needy  middle-income 
students  and  to  many  "atypical"  low-income  students. 

There  is  a  very  poor  relationship  between  anticipated  family  sup- 
port levels  of  middle-income  families  and  their  actual  contribution 
to  their  children's  education. 

And  finally,  although  we  know  many  middle-class  students  are  able 
to  scrounge  the  money,  their  parents  don't  contiibute.  We  do  not  know 
how  many  middle-income  students  do  not  go  to  college  at  all  when 
they  have  been  denied  State  and  Federal  aid. 

I  hope  this  committee  will  examine  the  equity  of  the  needs  analysis 
very  carefully  when  the  Higher  Education  Act  is  reauthorized.  Thank 
you. 

Mr.  O'Ham.  Let  me  go  over  the  tables  with  you.  Let's  start  with— 
as  they  say  in  Alice  in  Wonderland— at  the  beginning.  Describe  to  me 
briefly  the  various  assistance.  Can  you  do  that? 

Dr.  Lesme.  Beginning  at  the  left,  the  first  two  programs,  that  is, 
the  New  York  program  we  examined  and  the  New  Jersey  SIA, 
scholar  incentive  aid  program,  and  the  last  two  programs,  the  Penn- 
sylvania and  Illinois  programs  that  we  examined  are  need  based. 

The  New  Jersey  tuition  aid  program  and  the  California  program 
have  a  heavy  scholarship  feature,  particularly  the  California  one. 

Mr.  O'Haha.  I  thin):  you  turned  them  aroimd.  The  scholarship  in- 
centive program^ — — 

^^X.      in      right  order  in  the  rest  of  the  tabled. 

Mr.  O'Haha.  If  1  can  remember  that  "S"  stands  for  "scholar." 

Dr.  Leslie.  There  are  several  important  idiosyncrasies  of  the  various 
programs^  beginnmg  with  the  New  York  program.  The  New  York 
program  is  the  program  which  essentially  entitles  eveiy  student  in 
the  State  to  some  aid-^-supposedly  there  is  a  $20,000  family  maximum 
for  eligibility,  but  that  is,  in  essence,  ignored  in  that  particular 
program.  — 
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Evevybocly  gets  some  money,  however  small.  I  think  $80  is  the 
minimum!  The  average  amount  is  only  $203t  It  is  a  program  compa- 
rable in  amount  to  the  BOG  program. 

Tlien  the  New  Jersey  scholar  incentive  award  and  the  New  Jersey 
tuition  aid  i)rogiam  were  essentially  desi^ied  to  assist  students  in 
attending  private  institutions.  It  is  interesting  to  note  that  in  the  tui- 
tion  aid  program,  in  line  4,  the  tuition  must  exceed  $450  for  eligibility, 
which  happens  to  be  the  amount  of  the  highest  public  tuition  in  the 
State, 

That  was  the  intent  and  that  is  one  of  the  reasons  we  are  seeing 
a  redistribution  of  students  to  the  private  institutions  in  these  States, 
although  in  the  other  States  those  that  don't  have  that  sort  of  intent, 
we  get  the  same  kind  of  elfect,  albeit  a  lesser  one. 

The  California  program  has  a  very  heavy  scholarship  feature,  as 
I  indicated,  and  comniunity  colleges  are  essentially  eliminated  from 
chis  program  because  the  award  amount  is  based  upon  tuition. 

The  Pennsylvania  program  will  probably  be  the  best  facsimile  of 
the.  BOG  program  when  it  is  fully  iunded.  That  is  one  of  the  reasons 
we  spent  an  awful  lot  of  time  looking  at  the  Pennsylvania  data. 

Thi^  a^yard  amounts  are  about  the  same.  The  ways  in  which  the 
amounts  are  calculated  are  very  comparable  to  the  BOG  system.  The 
one  major  difference,  of  course,  would  be  that  the  Pennsylvania  sys- 
tem of  higher  education  was  by  no  means  representative  of  the  country. 

Pennsylvania  has  a  much  larger  private  institution  component  than 
do  most  States.  About  42  percent  of  the  students  in  Pennsylvania  are 
in  private  institutions. 

Also,  the  Pennsylvania  system  allows  students  to  take  the  grants  out 
of  State.  Finally^  the  Illinois  pwgramj  and  this  is  only  the  grant  pro- 
gram of  all  the  Illinois  programs,  also  has  a  relatively  large  maximum 
award  amount  of  $1,200. 

Are  there  any  other  specific  questions  about  those  ? 

I  think  the  interesting  thing  is,  as  you  look  back  to  the  remainder  of 
the  tables,  that  although  there  are  great  differences  by  State  in  the 
nature  of  the  programs  and  in  the  nature  of  the  higher  education  sys- 
tems that  exist  in  the  Sates,  the  patterns  are  very  consistent  in  terms  of 
the  effects  of  enrollment* 

There  iire  some  exceptions  but  gi^nerally  they  are  quite  consistent. 

Mr.  O^Haka.  Let*s  take  a  look  at  table  II* 

Dr.  Lt:SLi«»  This  table  is  composed  on  the  basis  of  a  question  we  asked 
recipients,  which  was  rou^fhly  as  follows !  Would  you  have  attended  a 
postsecondary  institutioii  if  yott  had  not  received  tne  aid?  This  table  is 
composed  in  the  affirmative— numbers  and  percentage^)  of  students  en- 
rolled as  a  result  of  having  received  aid. 

We  fmd  that  in  New  York^s  program  about  81.8  Ipercent  say  they 
would  not  have  attended  without  the  aid  even  though  the  average 
nwmX  was  only  $200  to  $800.  In  California  we  also  got  a  low  flgtu*c 
und  th(it  would  be  because  these  are  students  who  show  a  very  high 
scholarfcihip  and  they  would  have  been  likely  to  go  to  college  even 
without^-* 

Mr.  O^Haka,  It  seems  to  me  the  figure  is  too  high  in  California  be- 
cause  you  just  described  the  California  system  to  us  as  being  one  that 
was  a  tuition  grant  only* 
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I)i%  Lkslik.  I  iiin  son-y,  the  bnsisi  for  the  calculation  is  tuition.  This 
o.xcludod  tho  conununity  coIIpjjos. 

Mr.  O'Haiu.  And  thoy  ave  t'l'ee  conununity  colleges  so  I  ciin't  seo  how 
these  bright  kids,  *H>  percent  of  tliem,  could  have  gone  to  the  conunn- 
nity  college  for  nothing  wouldn't  have  gone  at  all . 

Dr.  Lksmk.  The  figure  is  only  80  percent,  which  is  considerably  less 
than  all  of  the  States  except  New  York.  There  were  several  ways  of 
validating  these  data.  In  another  paper  I  have  written  we  talk  about 
validation  of  these  figures.  They  seem  to  be  quite  accurate. 

Mr.  O'Haua.  I  notice  the  average  aid  award  amount  varies  cousid- 
ablytoo. 

Dr.  Lksmk.  The  Pennsylvania  amount  and  the  Illinois  amount  will 
be  roughly  comparable  to  the  average  BEOG  award  this  year,  will  it 
not,  and  the  maximums  will  also  be  quite  close  in  the  area  of  $1,200? 
Mr.  Voigt  said  $1 ,050  this  morning. 

Mr.  O'Hara.  Table  II-A,  those  who  would  not  attend  college  with- 
out aid.  You  show  a  different  set  of  percentages. 

Dr.  LiJSMR.  These  are  correlation  coefKcients.  or  relationships  be- 
tween the  amount  of  the  aid  and  the  decision  to  attend  college  if  the  aid 
had  not  been  provided,  In  other  words,  for  those  students  who  say  they 
would  not  ha\'e  attended  college  without  aid  we  wanted  to  see  how  the 
amount  of  aid  affected  their  decision  to  attend  college. 

And,  as  you  pointed  out  earlier,  in  California  you  would  expect  the 
relationship  to  be  very  low  and  it  isn't,  only  .05,  which  is  a  very  low 
correlation  coefficient. 

Mr,  G'Haiia.  I  have  to  confess  I  don't  understand  correlation  coeffi- 
cients. 

Dr.  LtesLiK.  It  is  just  a  relationship. 
.  Mr.  O'Haua.  But  over  here  on  table  II  you  said  the  number  enrolled 
in  higher  education  was  a  result  of  having  received  some  assistance. 

Dr.  LtisLtK.  And  this  table  II-A  talks  about  amounts  of  aid.  In  other 
words,  we  expect  the  amount  of  the  aid  to  be  related  to  the  decision  to 
attend  college.  If  we  give  the  student  only  $50— 

Mr.  O'Haka.  In  other  words,  Califoiiiia  gave  the  largest  amount  but 
had  the  lowest  percentage  to  go  to  school. 

l)r.  L^sLtK.  And  this  is  because  those  are  bright  kids  who  would  have 
gone  anyway. 

Mr.  O'HAifA.  Xow  York,  which  had  the  lowest  award  amount  but 
didii't  have  nearly  as  high  a  correlation  as  the  New  Jersey  Scholar  In- 
centive ■ 

Dr.  LfisLtt;.  The  range  of  the  New  York  progriim  in  terms  of  the 
atnount  of  the  award  was  $50  minimum  to  a  maximum  of  only  $fi00 
with  tiie  average  being  $203,  whereas,  in  New  Jersey  the  range  was 
much  greater  than  that,  Up  to  $1,000. 

Mr.  0'Ha«a.  I  am  not  sure  I  understand  that  scholarship  incentive 
program  of  New  Jersey. 

Dr.  Lmm,  That  is  a  pu^sile  because  you  would  think  there  would  be 
a  close  relationship  to  the  California  program  which  is  also  a  scholar- 
ship program, 

Mr.  0'Ha«a.  That  is  right,  it  is  the  high  and  the  low. 

Dr.  Lkswk.  1  think  one  of  the  differences  is  that  the  New  Jersey  pro- 
jifi'am,  the  basis  for  calculating  the  cost  was  total  cost  and  Calitornia 
was  tuition  only.  It  may  Imve  something  to  do  with  that.  I  don't  have  a 
good  answer  that  satisfies  me. 

4  J  ■* 
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M»'.0'Ha«a.  Let's  look  at  tablo  in.  ,        „    ■    ^  . 

Dr.  Lksuk.  This  is  tv  table  that  compares  tlio  ein'oUiuont  of  tlie  aul 
recipients  in  the  public  sector  and  the  private  sector  to  the  eiu'olhnent 
of  all  students  in  the  State.  For  example,  if  n*e  look  at  ^o^v  X  ork  wo 
fiiid  that  the  aid  recipients  in  the  public  institutions  compose  (54.5  {wv- 
c.'»nt— that  is,  64.5  percent  of  the  aid  recipients  attend  public  institu- 
tions compared  to  50.5  pmvent  for  tlie  appropi-iate  comparison  {?i'oup 
of  all  students  who  attend  postsecondary  institutions  in  the  State. 

As  it  turns  out,  Kew  York  is  one  of  the  deviant  cases  and  I  exphun 
that  by  the  fact  that  the  aid  is  so  small.  Tlie  typical  htates  would  bo 
States*  like  New  Jer.sev.  Probably  Illinois  would  be  the  best  repre- 
sentative State  here;  55  percent  of  the  aid  recipients  attend  public 
Institutions  and  70.0  percent  of  all  students  in  the  State  attend  the 

publics.  .       .  .  1.1  1  1 

This  means,  of  course,  that  aid  recipients  are  more  likelv  to  attend 
private  institutions  than  are  the  typical  students  or  all  of  the  students 
m  the  State.  ^  . 

Mr.  O'H.viLV.  The  explanation  for  that  one  is— 

1)1'.  LiisLit!.  I'he  explanation  is  that  when  jjiven  the  resources  to 
do  HO  quite  a  lar«ie  munl)er  of  students  will  attend  private  institutions 
rather  than  the  public,  but  because  the  cost  of  privates  are  hi^dier, 
without  that  aid  they  are  not  able  to  attend.  ,     .  ^ 

Mr.  O'llAiJA.  Why  wouldn't  that  be  true  m  Pennsylvania?  

I)r.  Lksmk.  1  have  talked  with  Kenneth  IJeeher,  who.  i3  director 
of  the  Pennsyh  ania  Hij?her  Kducatlon  Assistance  Af^ency  about  that 
and  we  are  aL'reed  that  tlie  explanation  goes  roughly  like  this: 

First  of  all,  the  Pennsylvania  Higher  Kducational  Assistance 
A'^oiu-y  has  been  a  vigorous  ongoing  program  for  several  yeai-s  now 
and  tlie  shifts  to  the  private  sector  that  would  have  occurred  have 
already  occurred  so  that  in  1072,  when  we  collected  these  data  we  didn  t 
got  many  students  inaking  the  shifts. 

The  patterns  were  already  established. 

Mr.  (yHAia.  Maybe  it  is  tuition  levels.  ,  ..... 

Dr.  Lksmk.  That  is  the  second  point.  The  second  point  is  that  in 
Peimsylvania  private  tuitions  are  not  that  much  greater  than  public 
tuitions.  The  ditl'erence  is  very  small.  The  ratio  is  about  2.2, to  1  in 
comparison  to  a  national  average  of  the  order  of  5  to  1  j  private  to 
public  tuition.  ^  .  ^.  ^  .  ,^       ,  . 

The  redistribution  has  already  essentially  occurred  in  Pennsylvania. 

Mv.  O'Maka.  1  would  gather  that  tlie  gap— in  fact,  if  you  go  riu;lit 
down  your  chart  we  find  that  the  gap  is  very  great  in  Caliiornia  be- 
tween'what  the  private  and  public  tuition  is,  so  you  have  accomplished 
a  very  consideraule  shift  over  into  private. 

In' other  words,  the  assisted  student  is  more  likely  to  go  to  the 
private  institution  than  the  nonassisted  student, 

Dr.  Lhsmh.  Particularly  if  the  assistance  is  a  large  amount.  , 

Ml'.  O'llAiiA.  Likewise  in  Illinois,  not  as  great  as  California  but 
(luitc  considerable,  which  would  suggest  to  me  the  State  .s,ystem  (jifro 
has  a  considerably  lower  tuition  level  than  the  private  institutir.t^s. 

New  Jersey  is  hard  to  figure  because  the  one  program  they  don  ( 
become  eligible  for  unless  the  assistance— 

Dr.  Lksuh.  That  is  the  tuition  aid  program.  .    .    .  * 

Ml'.  O'Haua.  Yes.  So  hardly  any  of  them  go  to  State  institutions  I 
imagine  t  that  is,  the  professional  schools,  the  State  institutions. 
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fn  ml'm^'^fLlf  "r '  ^^^^^  fT  ^^f^'*^      ♦^^W  Students  are  allowed 
?il  -^txT^  ^^^i^.'  ^        I      t  have  it  on  this  table. 

.ol;^^j«PH^^n  M  \??  ^"S^^^'  the  professional 

schools  tluin  the  State  system  and  those  arc  students  going  to  profes- 
sional  schools.  Otherwise,  it  would  bo  zero.  1 i 

lhat  IS  interesting.  One  would  consider  private  higher  education  is 
more  dosirable  than  public  higher  educat  on,  and  tCe  aJra  loTof 
people  that  think  that,  although  I  don't  happen  to  be  one  of  them 

Dv,  Leslie.  Dopending,  of  course,  on  the  region  of  the  country. 

Mr.  0  IlAnA.  It  would  say  that  the  assisted  student  has  a  better  shot 
desirable  education  than  does  the  nonassisted  student  be- 
cause  hp  doesn't  qualify  under  the  needs  test. 

Dr.  Lbsue.  Correct. 

Mr.O'HAHA.TablelV. 
n  The  difference  between  table  III  and  table  IV  is  simplv 

in.«  '""i--^^        SWS- 1"  table  III  I  compared  the  attemf- 

stuclefts  recipients  to  the  attendance  patterns  of  all 

But  in  table  IV I  compared  the  aid  recipient  atteiidanco  patterns  to 
the  most  approprmte  norm  group,  which  would  be  the  first-time  full- 
time  enrollment  norms  because  we  surveyed  only  the  first-time  recin- 
letits.  bo  what  you  see  here  is  that  wheii  we  move  to  the  most  annro- 
priate  norm  group,  the  trends  I  identified  earlier  for  table  Ill  aro 
nioi*e  pronounced. 

Hero  you  see,  for  example,  in  New  York  the  percentages  are  about 
equal  instead  of  there  being-  a  larger  percentage  of  aid  recipients  in 
the  public  sector.  ^ 

Mr.  P'Haka.  And  they  are  even  closer  to  being  equal  to  Peiin- 
sylvaiua.  »  i 

Dr.  Leslie.  That  is  correct.  Other  States  maintain  approsimatelv  the 
same  relationship.  * 

Mr.  O'Hara.  California,  New  York,  and  Pennsylvania,  havinir  the 
fairly  hfgh  '  ^®  because  the  public  tuitions  are 

Dr.  Leslie.  The  New  York  case  I  think  is  largely  explained  bv  the 
■  Vnl^A^l  W?.*?i?^  available.  The  only  real  value  of  the  N«w 
York  data,  is  that  the  average  amount  was  about  the  same  as  that  for 
the  present  BOG  program. 

Mr.  0'Ha«a.  Table  V. 

Dr. ^Leslie.  Table  V  compares  the  enrollment  patterns  bv  level. 
That  18  to  sayj  those  who  attend  miiversities,  4.year  institutions  and 
.  2-year  institutions.  We  compared  our  aid  recipient  percentages  to  the 
most  appropnato  norm  group  for  the  States  which  were  Irst-time 
full-time  enrollment  norms. 

I  tliink  if  you  look  at  the  S-j^ear  lines  you  get  the  clearest  picture 
of  what  has  happened.  Again,  if  we  exclude  New  York  for  the  rea- 
sons wo  have  already  talked  about,  you  would  see  that  the  aid  re- 
cipieiits  are  far  less  likely  to  attend  S-year  institutions  than  are  norm 
groups  students. 

In  California  wo  can  exwhiin  this  for  the  I'oasons  we  have  also  gono 
over.  But  m  other  States  iiko  Pennsylvania  and  Illinois,  I  woulfnofc 
expect  there  to  be  that  much  difference  because,  after  all,  these  are 
hsIifcuSl  traditionally  have  gone  to  tlioTyea? 

ERic'  tiions.  ^  ^^^^ 
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The  normal  here  is  if  you  give  students  money,  first  of  all,  they 
are  less  included  to  spend  that  money  at  the  most  elRcient,  lowest 
cost  institutions.  That  may  be  in  large  part  because  they  don^t  get 
as  much  money  to  go  to  the  lower  cost  institutions,  but  there  seems 
to  be  another  tendency  in  the  interviews  we  conducted.  Low-income 
students  would  really  like  to  get  away  from  home. 

Mr,  O'Hara.  I  thmk  it  is  more  than  that.  Most  of  these  systems 
give  them  more  depending  on  the  cost  of  the  institution  so  that  you 
can  get  from  the  public  authority  twice  as  much  if  you  are  going  to 
be  going  to  the  State  university  if  you  are  better  than  tho  local  com- 
munity college,  and  twice  as  much  again  perhaps,  just  to  use  an  ex- 
ample, if  you  are  going  to  go  to  the  private  university  rather  than  the 
State  university. 

Whereas,  the  unassisted  student  isn't  able  to  feed  that  into  his  com- 
putation. He  has  got  to  scrape  to  get  the  monev  from  the  old  man 
and  he  has  got  to  be  very  careful  about  what  college  is  going  to  cost* 

And  if  he  goes  to  a  more  expensive  institution  nis  summer  job  is 
not  going  to  pay  him  more.  He  is  not  going  to  get  any  help  from  any- 
body so  he  has  got  to  be  a  little  more  careful  about  ^vhere  he  goes  in 
terms  of  cost. 

Dr.  Leslie.  In  the  slightly  in  excess  of  200  interviews  We  conducted 
at  Penn  State  there  was  quite  an  interesting  pattern  on  the  part  of 
students.  This  was  a  very  clear  pattern  that  went  something  like  this. 

We  said,  *'After  all,  you  are  in  college,  Where  are  you  getting  the 
money  And  their  answer  was  roughly,  "We  are  ^ust  scroimging  for 
it  everywhere  we  can,  looking  everywhere,  picking  up  the  money 
wherever  it  may  be  available.*^ 

Two  younfi  men  said  they  were  peddling  dope*  Many  students  used 
words  like  "Sham^*  when  talking  about  the  expected  family  contribu- 
tion, or  "disaster.^^  It  is  such  a  clear  impression.  Students  sense  that 
the  expected  family  contribution  is  so  unrealistic  in  terms  of  what 
they  were  actually  getting  from  their  parents*  One  fellow  said,  "The 
values*  I  grew  up  on  a  farm.  My  parents*  values  were  such  that  I  was 
considered  lo|jaliy  and  morally  emancipated  at  age  18  when  I  grad-* 
uated  from  liiffh  school  so  I  get  no  money  whatsoever  from  my  par- 
ents to  go  to  college* 

"That  is  my  parents  value  system.  I  don^t  object  to  it  because  it  is 
my  value  system  having  grown  up  in  their  household.**  But  he  said 
that  the  people  who  do  the  needs  analysis  certainly  don*t  take  that 
value  system  into  consideration*  Because  his  parents  apparently  did 
have  Some  money  and  could  have,  in  fact,  paid  for  some  of  his  educa* 
tipn  he  wa^  penalis^ed.  Yet  his  {jarents*  value  system  was  such  they 
didn*t  think  it  was  their  responsibility* 

It  seems  unfair  to  penalisie  the  student  for  that* 

Mr.  O^Hawa*  For  that  matter,  if  we  are  taxing  assets  in  the  needs 
analysis  system  and  the  principal  asset  is  the  residence,  1  think  very 
few  families  would  be  willing  to  go  out  and  remortgage  it  or  sell  it 
in  order  to  finance-— 

Dr*  Li^sLifi*  I  think  you  have  put  your  finger  on  precisely  the  vari- 
able that  explains  this  great  difference  between  the  expected  and  the 
actual  family  contribution  to  middle  income  kids* 

The  contribution  schedules  assume  that  a  family  will  take  into  con- 
sideration their  assets  in  giving  their  children  money  for  college,  and 
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I  jttst  doubt  very  much  if  thev^  are  very  many  families  that  would 
consider  that  at  all. 

Mr.  O'Hara.  I  think  they  consider  current  income. 

Dr.  Lkslik.  That  is  it,  current  income  and  what  is  left  over.  Of 
course  they  have  a  higher  standard  of  living.  I  didn't  hear  a  single 
student  say  that  his  family  had  been  ready  to  alter  drastically  their 
standard  of  livju};. 

Mr.  O'Haha.  Table  VII,  these  are  by  numbers  of  students, 

Dr.  Lksuio.  Thes(>  are  low  numbers  of  students  and  they  are  useful 
in  looking  at  the  subsequent  tabU»s,  VIII,  IX,  and  X.  Table  VII  shows 
how  I  did  the  calculations  for  VIII,  X,  and  X. 

These  are  the  tables  we  talked  about  curlier.  These  show  students 
whose  attendance  patterns  were  altered.  We  pulled  out  only  those  who 
say  having  received  a  grant  caused  them  to  change  their  college-going 
behavior.  Some  said  they  would  not  have  gone  to  college  without  aia 
and  others  said  they  went  to  a  different  kind  of  institution  as  a  result 
of  having  received  the  aid.  ' 

Xow  tne  fact  there  were  so  numy  students  who  said  they  wouldn't 
have  gone  anyway  is  why  we  see  in  table  VIII  that  neither  the  public 
nor  the  private  sector  experiences  enrollinent  deficits  as  a  result  of 
these  aid  programs  because  even  the  publics,  who  lost  students  to  the 
privates,  were  able  to  pick  up  enough  new  students  w*lio  wouldn't  have 
gone  anywluM'e  to  more  than  make  up  for  their  losses.  So  this  is  not  a 
^ero  sum  jytameTiere.' 

Mr.  O-Haua.  Kxcept  in  California. 

Dr.  Lkslik.  That  is  true.  Also  in  the  New  Jersey  tuition  aid  program. 

^Ir.  OUaiia.  Because  we  don^t  give  aid  if  the  tuition  is  $450. 

Dr.  Lkslik.  And  because  of  the  California  structure  of  low  tuitions. 

Tlieu  table  IX  examines  the  same  thing:  attendance  shifts  but  this 
time  by  level.  And*  again*  we  can  see  the  universities  and  4-  and  5-yeav 
colleges  gain  in  the  neighborhood  of  20  percent  and  the  2'*year  col- 
leges just  slightly  more  than  break  even  oh  the  average  and  poten- 
tially Would  iose  or  break  about  even  if  we  threw  out  California. 

Mr.  O'IIaua.  I  imagine  that  2-year  collej2;e  figure  is  really  very  nuich 
(»flVcted  by  the  extent  and  cost  of  a  public  2-year  college  system.  In 
other  words*  if  your  State  doesn't  have  a  decent  conununity  college 
system  then  they  wouldn't  lose  much  by  it. 

Dr.  Lkslim.  That  is  true*  they  wouldn^t  have  as  much  to  lose.  Of 
course*  the  Califorjua  figures*  although  they  differ  from  othei*  States 
would  be  roughly  the  sanu»  for  the  BOft  program  because  the  BOG 
program  is  also  based  upon  total  cost,  which  would  be  mtich  lower 
m  tlu»  conmumity  college. 

Mr.  O'Haua.  T]u»n  you  have  institutional  me^  1  guess  that  is 
another  way  of  looking  at  the  shift  from  public  to  private. 

Dr.  Lt'isiiti:.  I  think  I  was  more  surprised  by  these  findings  than 
atiy  other.  This  shows  that  students  do  prefer  small  institutions.  That 
came  as  somewhat  of  a  surprise  to  me.  I  guess  it  would  to  everyone. 

There  is  a  my  clear  linear  relationship,  a  direct  relationship*  be- 
tween the  preference  for  small  sixe  and  having  received  a  grant. 

^rr.01lA«A.Andtab1eA? 

Dr.  Lmsmk.  That  is  a  Census  Bureau  table.  The  table  simply  shows 
that  the  group  that  is  overrepresented  clearly  is  the  upper  income 


217 

group,  and  the  gt'oup  that  is  uudevrepresented  is  the  lowest  income 

group,  and  that  the  middle  income  group  are  represented  in  college 
y  approximately  the  s&me  numbers  that  they  exist  in  the  total 
population.  - 

This  is  whjr  1"  made  the  point  about  the  effects  of  these  aid  programs 
penalizing  middle-income  students.  What  we  are  doing  in  these  ex- 
pected family  contribution  schedules,  it  Would  seem  to  me,  is  bringing 
the  lower  income  group  up  where  they  ought  to  be  but  at  the  pxpense 
of  a  group  that  is  not  overi-eiJresonted  at  all. 

Mr.  O'Haiia.  We  have  examined  some  of  these  same  kinds  of  charts 
over  a  period  of  time  and  we  find  the  only  income  group  where  attend- 
ance is  increasing— I  see  your  figures  come  from  1966.  The  latest  ones 
conie  from  1971  and  the  only  group  that  has  increased  over  that  period 
of  time  are  the  less  than  $4,000.  The  others  have  all  decreased  over  that 
period  of  time  in  terms  of  percentages  of  college  attendance. 

It  came  out  of  the  Commission  of  which  Mr.  Dellenback  was  a 
member. 

Dr.  Leslie,  thank  you  very  muph.  We  appreciate  any  material  you 
can  supply  us  with  and  look  forward  to  talking  to  you  some  more. 

Our  last  \yitnesses  are  going  to  be  appearing  on  behalf  of  the  Na- 
tional Association  of  Student  Financial  Aid  Administrators,  but  be- 
fore wo  hear  from  Mr.  Purdy  and  Mr.  Tombaugh,  the  Chair  is  going  to 
declai'c  a  recess. 

r  A  brief  recess  was  taken.]  ; 

^Ir.  O'Haha.  The  subcommittee  will  come  to  order. 

Our  final  witness  today  is  another  familiar  face  and  name,  Mr.  Allan 
Purdy,  who  appears  for  the  National  Association  of  Student  Financial 
Aid  Administrators.  He  will  be  accompanied  by  Mr.  Richard  Tom- 
baugh. 

STATEMENT  OP  AIlAN  W.  mDY,  DIRECTOR,  STATE  AM  OT- 
ERAL  RELATIONS^  NATIONAL  ASSOCIATION  OF  STUDENT  FINAN. 
OIAI,  AID  ADMINISTRATORS,  ACCOMPANIED  BY  RICHARD  L. 
TOMBAWH,  EXECUTIVE  SECRETARY 

Mr.  PtniDY.  Mr.  Ohairman,  let  me  say  that  again  we  are  pleased  to  be 
here  to  discuss  some  of  the  vital  issues  of  financial  aid  programs  as  it 
relates  to  the  grant  part  of  the  assistance  combination. 

I  am  Allen  W.  Purdy,  director  of  financial  aid  services  at  the  Uni- 
versity of  Missouri,  and  the  National  Association  of  Student  Financial 
Aid  Administratoi-s'  director  of  State  and  Federal  relations.  I  am  ac- 
companied by  Dick  Tombaugh,  executive  secretary  of  the  association. 

We  are  pleased  to  have  the  opportunity  to  apjiear  before  you  today 
to  comment  on  the  "grant  component"  of  title  I  v  of  the  Higher  Educa- 
tion Act  of  1966,  as  amended.  The  provision  of  student  grants  has  al- 
ways been  the  most  controversial  aspect  of  Federal  student  assistance. 

Grants  are  subject  to  greater  scrutiny  than  other  forms  of  aid,  which 
perhaps  makes  them  more  open  to  criticism.  Yet,  they  are  ft  V6ty  im- 
portant element  in  a  balanced  student  assistance  program,  and  con- 
tribute greatly  to  our  attempts  to  provide  open  access  to  postsecondary 
education.  We  will  iiddress  our  dommettts  about  grants  in  the  ordei*  in 
wliich  they  appear  in  title  IV. 
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BASIC  KDUCATIONAI^  OVPORTUNITY  GRANTS 

"V^e  have  appeared  before  this  subcommittee  several  times  in  the  past 
with  our  recomendations  on  the  basic  grant  program.  Most  of  those 
occasions,  however,  dealt  with  the  i^egulatory  lunction  being  exercised 
^        by  the  Office  of  Education. 

Our  recommendations  for  changes  in  the  law  are  not  extensive;  They 
consist  primarily  of  requests  for  clarification  of  congressional  intent, 
in  order  to  simplify  the  administration  of  the  program. 

Other  recommendations  have  been  advanced  by  us  previously  in 
our  testimony  on  H.R.  13816,  which  we  hope  can  be  advanced  through 
the  Congress  immediately,  rather  than  being  incorporated  into  a  more 
comprehensive  piece  of  legislation  which  may  take  a  longer  time  to 
gain  enactment. 

Our  first  recommendation  is  in  reference  to  section  411,  which 
defines  the  term  ^'actual  cost  of  attendance.'*  The  cost  of  attendance 
did  not  cause  much  problem  for  the  current  year  1973-74  because  the 
low  level  of  the  grant  awards  was  not  close  to  one-half  the  cost  at 
most  institutions,  and  almost  all  schools  could  use  $1,200  plus  as  their 
cost  figure  without  further  delineation. 

For  the  coming  year,  however,  the  problem  is  a  very  real  one  for 
all  institutions  with  costs  under  $2,100. 1  would  request  that  a  letter 
from  Mr.  Wayne  Tesmer,  a  vice  president  of  NASFAA,  to  Mr.  Peter 
Voigt  be  placed  in  the  record  to  document  this  problem. 

Mr.  O^IiAKA.  Without  objection  it  will  be  placed  in  the  record. 

[The  document  referred  to  follows !] 

North  Dakota  Btatb  ITNiVfiKsiTV, 

Fam*  A^  Dak*,  May  20,  WU. 

Mr.  PETEtt  K.  U.  VoioT. 

IHrectoft  Dtvlaion  of  Basic  Grants,  Departnmt  of  Heatih,  Education,  and  WeU 
fare.  Office  of  Education,  Washinfftmi,  D,C* 

Dear  Mr.  Voiot:  ^fhe  eagerly  awaited  "Basic  Grant  Payment  Schedule**  foi* 
1974-76  has  arrived ;  however,  I  am  deeply  dlfstiivbed  by  the  provisions  of  the 
schedule  which  dictate  that  actual  individual  cost  data  be  established  and 
utUlml  in  determining  the  amount  of  the  Qftslc  Grant  stipend. 

Our  office  has  delayed  send^^'g  award  notices  to  students  pending; 

receipt  of  the  "Basic  Grant  Payment  Schedule'*  with  the  e^^pectatlon  that  the 
exact:  amount  of  the  Basic  Grant  could  then  be  determined  and  specified  as  a 
resource  on  the  student's  and  award  letter.  This  was  considered  essential  to 
eliminate  (or  at  lea^t  mlnlmlsie)  subsequent  adjustments  to  individual  nld  pack* 
ages.  Because  of  late  notlflctttlon  of  BBOG  Awards,  most  1073-74  awaj'd  letters 
mailed  last  summer  did  not  Include  the  Basic  Grant  Award  and,  as  u  result, 
hundreds  of  aid  revisions  were  required  when  the  BIDOG  recipients  arrived  on 
campus  in  the  fall.  These  revisions  utenerated  an  administrative  burden  of  near 
chalotlc  proportions— we  do  not  relish  the  prospect  of  a  similar  ordeal  this 
fall. 

In  spite  of  this  concern,-  however,  we  discover  that  the  provisloiw  of  the  new 
"Basic  Grant  Payment  Schedule"  would  create  an  administrative  problem  of 
even  greater  si^e  and  complexity.  lEIrst  of  alU  there  Is  no  conceivable  method 
by  which  we  can  establish  individual  room  and  board  cost  figures  for  B£)OG 
recipients  until  Iftte  summer  ot  until  they  arrive  on  campus  this  fall;  conse* 
quently.  we  will  be  compelled  to  either  delete  reference  to  the  BBOG  on  the 
award  letter,  or  establish  an  '^average''  cost  and  calculate  an  estimated  B£)OG 
stipend  on  this  basiSt  In  either  ease,  we  must  again  anticipate  the  adminlstra* 
tive  confusion  of  adjusting  the  majority  of  aid  awards  made  to  BfiOG  recipients. 

Our  overriding  concern^  however,  i$  the  Increased  complexity  of  the  adjustment 
process  resulting  from  a  multiplidity  of  room  and  board  options.  For  example,  a 
student  attending  our  institution  next  fall  can  choose  from  A  total  of  flfty*seven 
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bouwl  and/or  room  options,  (Uwudluff  upon  one  of  ton  rosldonce  halls  .siE»leete(l/ 
S^Iay  or  T^lay  board  contract,  single  or  double  room,  etc.  A  student's  selection  of 
one  of  these  options  would  prescribe  the  use  of  one  of  eleven  separate  cost  figures 
for  the  BKOG  computation.  (Six  of  these  cost  figures  full  below  the  $1,100  room, 
and  board  standard  set  by  the  **I^ayment  Schedule,**  and  four  are  above.)  These 
eleven  cost  figures,  in  turn,  would  fit  into  one  of  five  ccst  categories  on  the  "Basic 
Grant  Payment  Schedule.**  (The  problems  discussed  here  do  not  involve  our  out* 
of*stute  students  inasmuch  as  tuition  charges  for  these  students  place  ttiem  at  a 
cost  figure  above  $2,100 1  however,  these  estudenti)  represent  only  10-15%  of  mv 
aid  recipients.  Total  cost  figures  for  ALL  in*state  students  at  our  institution  will 
bf»  less  than  $2,100.) 

The  prospect  of  accurately  determining  which  of  the  fifty»seven  options  will  be 
utilised  by  the  hundreds  of  individual  BEOG  reciiiients  expected  on  our  campus 
this  fall  Is  staggering.  (When  I  called  our  Director  of  Housing  to  explore  methods 
of  gathering  thiu  data,  he  thmtened  to  hang  upon  me!)  I  hesitate  to  even  sug- 
gest  the  likelihood  that  nmny  BKOG  recipients  will  utilize  more  than  one  of 
these  options  during  the  course  of  an  academic  year,  tliereby  significantly  alter* 
ing  his  educational  costs  and  thus,  logically*  affecting  the  amount  of  his  BEOG 
entitlement. 

ttilization  of  actual  cost  figures  will  also  create  the  near. Incredible  situation 
whereby  a  BKOG  recipient  living  at  home  one  or  two  blocks  from  our  campus 
could  dualify  for  a  Basic  Grant  stit>end  $74  greater  than  a  recipient  livhig  in  u 
double  vmw  In  one  of  our  residence  halls  on  a  5-day  board  contract.  It  is  also 
significant  to  note  tlmt  tlie  student  on  the  finlay  board  contract  would  generally 
pay  cash  for  his  weekend  meals,  whereas  the  student  at  home  could  pocket  the  $74 
a  nd  eat  wltli  his  parents. 

 Hoi>efirtly^,~'the  above  will  adequately  demonstrate  the  bewildering  complexity 

of  a  system  which  dictates  utilijsation  of  individualized  cost  data  for  BEOG  com* 
putations  and  provides  reasonable  evidence  that  more  realistic  and  workable  pro- 
cedures  must  be  devised. 

I  am  aware  that  the  legislation  addressed  itself  to  "actual  cost  of  attcudanoe**  \ 
however,  it  also  specifies  that  the  definition  of  this  cost  is  "subject  to  regulaf  ions 
of  the  Commissioner.**  Accordingly,  I  would  urge  that  the  Connuissioner  prescritie 
cost  standards  which  would  enable  the  financial  aid  ofilcer  to  eHtabllsh  the  exact 
W&OG  stipend  prior  to  construction  of  a  total  aid  package.  I  would  propose  that 
this  could  be  accomplished  by  permitting  institutions  with  total  cost  figures  under 
$2,100  to  utilize  the  $1,500  standard  cost  figure  for  all  BEOG  recipients.  The  In- 
stitutional tuition  charge  would  be  added  to  this  cost,  pertnltting  the  aid  ofilcer  to 
Immediately  establish  the  exact  BKOG  stipend.  The  student  could  then  be  notl« 
fied  of  his  total  aid  package  and  the  confusion  and  administrative  complications 
of  subseauent  revisions  avoided. 

Although  the  thoughts  expressed  here  are  my  own.  I  have  visltecl  with  each 
of  the  aid  officers  at  the  public  institutions  within  North  Dakota  and  I  can  report 
tluitt  without  exception,  they  anticipate  major  problems  in  establishing  Basic 
G)*attt  amounts  for  1074-75  because  of  the  actual  cost  of  attendance  provisions 
oil  the  "Payment  Schedule,**  It  is  logical  to  assume  that  this  situation  will  prevail 
at  most,  if  not  all,  of  the  moderate  oost  public  institutions  tJiroUghout  the 
country. 

1  am  convinced  that  Ave  are  dealing  with  an  administrative  problem  of  major 
proportions  requiring  prompt  corrective  action.  Your  careful  consideration  of 
the  tlKUights  1  have  presented  here  wHl  be  greatly  appreciated. 
Sincerely, 

Wa\'nm  K.  Tbsmkr. 
biyeotovt  ^indent  Affah% 

Mr.  Vvtmw  Briofly  sutnmarissedj  li  actual  costs  are  required  for 
setting  each  recipient's  grhufc  amount,  it  is  very  difficult  to  establish 
thiB  grant  ttiiiouut  prior  to  actual  enrollment. 

;Bven  then  it  means  that  some  schools  will  have  several  dossen  cost 
figure^  to  use  because  of  multiple  room-and-board  options  and/or  tui- 
tion and  fees  charged  by  the  credit  hour.  At  the  present  time,  the  Of- 
fice of  Education  is  interpreting  "actual  cost^'  very  literally  for  those 
students  who  pay  room  and/or  board  to  the  institution^  but  is  utilij^ing 
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estimates  for  those  who  lives  and/ov  eat  outside  the  confines  of  the 
sciiool  Mr.  Tesnier's  letter  further  defines  the  problem, 

To  summarize  this  letter  just  briefly^  the  regulations  require  us  to 
go  on  tlie  contract  basis  that  a  student  makes  with  the  dormitory  on 
campus,  and  with  different  combinations  of  room  and/or  board  it 
sometimes  means  this  contract  isn't  signed  until  September,  or  it 
means  there  are  so  many  different  combinations  that  we  can't  tell 
the  student  now  exactly  what  his  grant  will  be. 

One  of  the  advantages  of  the  basic  grant  was  to  be  that  the  student 
would  know  and  we  want  to  tell  him*  But  this  particular  technicality 
is  making  a  lot  of  problems  in  the  low-cost  schools* 

In  order  to  resolve  the  problem,  w*e  would  urge  that  the  law  be 
amended  to  provide  that  the  "average'^  dost  of  attendance  for  students 
of  similar  circumstance  be  used  in  lieu  of  "actuaV'  cost  in  the  estab- 
lishment of  maximum  grants. 

Then  an  institution  might  develop  four  or  five  budget  categories 
rather  than  being  required  to  construct  cost  figures  unijiue  to  each 
individual  student.  On  the  one  hand,  OE  is  presently  saying  that  the 
determination  of  the  family  contribution  can  be  a  rough  estimate 
because  the  grant  is  limited  to  one-half  of  cost  anyway,  and  the  other 
aid  criteria  can  be  more  precise;  on  the  other  hand,  tney  are  saying 
that  cost  must  be  determmed  precisely— but  only  those  paid  directly 
to  the  institntion— because  the  law  requires  it.  Please  relieve  them  of 
this  need  to  be  so  perfectly  inconsistent. 

We  would  urge,  as  we  did  when  trustifying  on  H.R.  13816,  that  sec- 
tion 411  be  amended  to  require  that  the  Commissioner  publish  the 
family  contribution  scheduele  in  the  Federal  Register  no  later  than 
A]mi  1  preceeding  the  fiscal  year  of  applicability. 

Further,  we  recommend  that  the  same  date  be  the  deadline  for  sub- 
mission of  that  schedule  to  the  Congress  and  that  July  1  be  the  dead-, 
line  for,  any  congressional  resolution  of  disapprovah  The  proposals 
in  H.K.  13815  for  changing  these  dates  ^vere  good,  but  they  did  not 
set  them  far  enough  forwardi 

If  this  program  is  to  ever  serve  its  intended  purpose,  and  actually 
be  a  floor  or  foundation  source  of  assistance,  States  and  institutions 
should  know  about  BEOG  outcomes  by  February  1  of  each  year. 

Anything  later  will  always  find  State,  institutional,  and  local  finan- 
cial assistance  already  in  place  by  the  time  BEOG  notices  are  provided, 
neccHsitating  thne-consumii^  and  confusing  revision  of  aid  packages^ 

Moie  importantly,  the  BBOG  simply  cannot,  under  present  condi- 
tions, be  considered  n  motivating  force  for  postsecondary  enrollment, 
as  the  Congress  intended. 

Our  next  recommendation  was  also  addressed  in  H.R.  13816,  It 
relates  to  section  411  and  the  treatment  of  social  security  and  GI  bill 
benefits.  This  provision,  particularly  legarding  social  security,  has 
probably  deprived  more  needj^  students  of  BKOG  support  than  any 
inadequacy  of  the  family  contribution  schedule* 

Our  collective  experience  indicates  that  students  from  low-income 
families  simply  do  not  receive  social  seciuity  benefits  for  educational 

§urposes,  no  matter  what  the  intent  of  the  legislation  r>r  the  Social 
ecurity  Administration  might  be.  These  payments  are  normally  con- 
sidered a  family  resource,  not  a  student  resource,  and  are  pooled  with 
whatever  other  income  the  family  might  have* 

ERic  S.;^ 
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Tho  implientions  of  tho  GI  bill  treatment  are  not  qnite  so  clear,  due 
to  the  fact  tliat  most  recipients  are  independent  students  by  definition. 
It  does  not  seem  to  make  any  ditlerence  if  the  benefits  are  treated  as  a 
student  or  a  family  vesoui'ce. 

In  any  event,  the  exclusion  of  one-half  of  the  benefits  from  con-' 
sideration  as  a  student  resource  pi»ovides  an  advantajje  to  the  veteran 
as  compared  to  the  nonveteran  wlio  is  supporting?  his  education  from 
part-time  employnumt  rather  than  the  GI  bill.  If  this  was  the  intent, 
it  is  workings  .  ^ 

We  would  reconunend  that  all  social  security  and  GI  bill  benefits 
be  treatea  as  "family"  income  and  considered  as  any  other  form  of 
income  the  family  might  have. 

Section  411  (1>)(3)  (B)  (v)  provides  that  no  payment  under  the 
scheduled  reduction  can  be  less  than  $50,  A  significant  nuniber  of 
awards  tliis  yoai*  were  in  that  amount*  Grants  of  such  snudl  anmtmts 
acconijplish  very  little. 

Assistance  to  the  student  is  alnmst  nonexistent*  and  the  cost  of  de- 
livering the  award  to  the  recipient  is  probably  greater  than  the  award 
itself.  We  suggest  that  the  minimum  award  be  at  least  $100.  and  we  see 
little  need  to  vary  from  the  mininnun  $200  award  at  full  funding.  If 
lesser  amotints  are  not  enougli  to  be  concerned  about  under  full  f imd- 
ing.  why  should  they  be  more  sii;nificant  when  the  funding  is  less? 

The  past  three  administration  budgets  have  denmnstrated  the  wis- 
dom of  the  Congress  when  it  protected  the  campus-based  student  aid 
programs  from  ''extinction  by  substitution."  Had  it  not  been  for  sec- 
tion 411  (b)  (4)^  there  is  little  question  that  funding  would  not  have 
been  continued  for  the  national  direct  student  loan  and  supplemental 
oppoiiunity  grant  programs. 

We  have  already  spoken  to  the  continuing  need  for  NDSL  in  earlier 
testimony.  Later  in  this  statement  we  will  do  the  same  for  SEOG. 
While  the  Congress  seems  to  appreciate  these  programs,  the  adminis- 
tration apparently  does  not. 

For  the  past  3  years,  Congress  has  appropriated  constant  amounts 
for  the  campus-based  programs,  even  though  the  threshold  le\*el  was 
less  in  the  case  of  SEOG  and  college  work-study. 

In  order  to  insure  the  continuation  of  these  progmms  at  least  at  the 
current  levels,  we  recommend  that  the  threshola  levels  be  raised  to  $210 
million  for  SEOG  and  ^270  million  for  college  work-study  i  otherwise, 
the  advances  we  make  in  increased  funding  of  BEOG  will  be  dimin- 
ished by  decreases  in  other  programs. 

When  we  appeared  before  the  subcommittee  .on  April  11  of  this  year, 
we  reported  bur  coticern  about  the  lack  of  any  recognition^  on  the  part 
of  the  executive  branch,  of  the  administrative  burden  which  has  been 
placed  upon  institutions  by  the  basic  grants  program. 

We  referred  to  our  request,  frequently  repeated,  that  the  Commis- 
sioner use  the  authority  alreaay  provided  by  the  Congress  to  partially 
reimbui*sfe  schools  for  the  administrative  costs  being  incurred* 

I  would  ask  that  u  letter  from  Mr.  Tombaugh  to  Mr.  Voigt  last  Sep- 
tember be  placed  in  the  record,  as  it  describes  the  problem  most 
completely* 

Uv.  0*Mi\«A.  Without  objection,  \t  will  be. 

[The  docutnent  referred  to  follows }] 
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XATIONAI.  ASHOCIATION  OF  SiUDBN'T  FINANCIAL  Alt)  AUMINlSTRATOftB, 

WashinfftoHf  DX*.,  September'  ir,  1013. 

Mr.  Peteh  K*  U.  Voiot, 

Acting  OoonUmtov,  Basic  Grants  Program^  U.S.  Office  of  Mncation,  Washington, 

Deak  Peter  ;  1  am  writing  to  confirm  our  recent  discussions  about  tlie  need  for 
some  kind  of  reimbursement  or  allowance  to  institutions  for  tlie  administrative 
costs  associated  with  the  Baste  Grants  Program.  Although  the  Basic  Grant  is  a 
non-institutionaily  based  program  in  comparison  to  the  SEOG,  NDSL,  and  C\V-^SP 
responsibilities  we  now  have,  there  still  are  significant  investments  of  time  and 
.  effort  on  the  part  of  the  financial  aid  and  business  oflices  involved.  In  fact,  the 
administrative  duties  re<iuested  of  the  institution,  because  of  the  coordiuation 
•re(iuired  with  the  other  programs,  are  only  slightly  less  than  the  **coUege*based** 
programs. 

In  order  to  document  this  request  for  financial  cotisideration,  allow  me  to  list 
some  of  the  functions  being  provided  by. the  institution  for  the  Basic  Grants 
Program. 

(1)  Distribution  of  Applications,  Although  we  all  hope  that  this  year  will  prove 
to  be  atypical,  a  large  portion  of  the  distribution  of  applications  fell  to  the  post* 
secondary  schm^ls.  My  university  and  many  others  sent  BOG  forms  to  all  admitted 
freshmen  since  the  high  schools  were  closed  and  could  not  be  effectively  used  for 
distribution.  As  the  program  expands  to  include  continuing  students,  much  of  the 
distribution  load  will  fall  utnin  the  financial  aid  ofilcer. 

(2)  CounseUng.  Much  institutional  time  has  been  and  will  be  utilized  in  counsel* 
Jng  students  and  parents  about  the  Basic  Grants  Program.  The  layman  is  easily 
confused  about  the  number  and  complexity  of  the  forms  involved  in  the  many 
financial  aid  programs,  how  the  various  i)rograms  interact,  and  the  reasons  f<ir 
the  varying  outcomes*  The  only  one  location  easily  identified  as  being  involved  in 
almost  all  ast)ects  is  the  institutional  aid  ofilcer,  and  lie  takes  the  brunt  of 
all  stich  questioning.  There  is  no  doubt  that  the  Basic  Grant  Program  added  im» 
measurably  to  this  counseling  load. 

(3)  Prettmtnurg  Award  Catvutatton.  While  not  very  involved  for  each  applica- 
tion, particularly  this  year  when  cost  was  not  a  factor  at  nmny  eichools,  the 
sum  total  wilt  prove  to  be  considerable  when  cost  becomes  a  variable  and  numbers 
iHJcome  larger. 

(4)  Revision  of  Proiious  Awards*  Again  we  can  hope  that  the  current  year 
wtU  be  atypical  and  that  futitre  BOG  determinations  will,  for  the  most  part,  be 
made  early  enough  to  be  reflected  in  the  original  aid  package.  Bealistically, 
however,  there  Will  always  be  a  significant  number  of  students  who,  for  oUe  reu* 
son  or  another,  will  not  have  BOG  eligibility  determined  prior  to  the  package 
and  will  require  ''reworking**  by  the  aid  officer. 

(5)  tUuat  Award  Determinant.  As  with  the  preliminary  determination,  this 
function  will  become  much  more  time-consuming  when  cost  becomes  a  factor 
and  numbers  increase.  The  need  to  provide  this  step  in  the  process  at  the  time 
of  registration  compounds  the  responsibility. 

(0)  Pagn^ent  of  Awards.  Whether  done  by  check  or  crediting  the  recipient.*^* 
accounts*  the  actual  payment  involves  a  significant  exepnditure  of  institutional 
time  and  effort.  The  cost  of  producing  a  check  is  estimated  to  i'un  from  Oo^f  to 
$1.00  each,  and  tiie  accounting  costs  for  crediting  accounts  is  little,  if  any,  less 
ex[K>nsive,  considering  the  need  to  obtain  a  signed  receipt; 

(7)  Aeeomtlng  umt  Reporting.  Although  somewhat  difiieult  to  gauge  at  this 
time  due  to  the  yet  unpublished  regulations^  these  fundtlons  presumably  will 
l»e  simitar  to  the  institutional  responsibilities  in  the  college^based  programs. 
Hopefully,  some  of  the  procedures  being  forecast  for  this  aspect,  such  as  the 
personal  signatures  of  the  aid  officer  on  each  individual  award  form,  can  be 
slmblifled. 

Thus,  even  though  the  Basic  Grants  Program  is  "advertised**  as  a  non*ln- 
stitutlohal  program  in  nature,  the  school  indeed  has  a  considerable  involve^ 
ment  in  the  administrative  process.  In  fact,  the  administrative  functions  are 
little,  if  any,  less  demanding  than  those  of  the  SEOG  program,  White  it  is  ttn- 
deniable  that  the  institution  receives  benefit  from  the  program  via  the  students 
it  supports,  it  is  increasingly  difficult  for  the  school  to  cover  the  expanding  costs 
of  operating  the  federal  programs.  As  with  all  other  elements  of  the  federal 
assistance  programs,  we  have  need  for  a  government*instltutton  partnership  in 
paying  for  the  additional  costs  of  oiwmtion.  Thus,  the  National  Association 

er|c  s:st 
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does  not  seek  full  rolmbuvsemout  of  these  costs,  but  only  palatini  relief  for  the 
expenses  Involved,  ,  ,      ^        ^  ,  ,  ^  l,  ^ 

Since  our  last  discussion  concerning:  the  provision  of  an  administrative  cost 
allowance  to  Institutions  for  their  part  In  the  Basic  Grant  Program.  I  Imve 
asked  a  number  of  fitmnctal  aid  officers  to  provide  estimates  of  actual  cost  to 
perfurm  the  various  fimctlons  required*  As  you  can  appreciate,  this  Is  very 
difficult  to  do  at  this  point  In  time  because  of  the  fact  that  we  have  not  been 
through  a  complete  cycle  of  operation,  nor  do  the  Institutions  even  know  what 
all  the  accounting  and  reporthig  requirements  will  be  until  the  flnal  set  of 
reuulatlons  Is  published*  ,  t .    i      *  ^ 

>  The  estimates  I  have  received  cover  a  substantial  range,  probably  dependent 
upon  the  functions  Included.  They  run  all  the  way  from  ?5.00  to  $40,00  per 
application  processed,  but  most  are  concentrated  in  the  $10.00  to  $15.00  ran^ris 
Some  of  the  variation  depends  upon  whether  or  not  data  processing  costs  are 
passed  on  to  the  indlvlduar flnauclal  aid  and/or  business  offices  involved; 
whether  or  not  professional  staff  time  spent  In  counseling  students  and  parents 
is  considered;  whether  or  not  space  and  utility  costs  are  prorated;  etc.  Pend* 
lug  more  comprehensive  review,  when  we  have  a  year's  experience  tinder  our 
belts,  I  would  suggest  the  following  hypotheses  about  Institutional  costs  of 
administration :  - 

(1)  A  "per  application'*  allowance  n^akes  more  sense  than  a  percentage  of 
dollars  Involved^  since  there  is  little,  If  any,  difference  In  the  cost  of  processing  U 
small  grant  versus  a  large  one. 

(2)  The  **per  application"  cost  Is  a  function  of  the  number  of  applications 
actually  handled ;  there  are  basic  costs  of  processing  even  one  recipient,  Le.. 
setting  up  the  account*  operating  the  letter  oi  credit,  filing  the  required  reports, 
etc,  which  do  not  increase  in  direct  propoitlon  to  the  volume  handled,  while 
other  costs  are  Incurred  on  each  application  processed  (for  example,  drawing 
a  check  for  payment)*  Therefore,  a  sliding  scale  based  upon  volume  would  prob- 
ably be  tlie  most  fair  to  all  concerned.  A  low  flat  rate  Woitld  be  satisfactory 
to  larger  Institutions  with  greater  numbers  to  process,  but  would  be  ittifatr  to 
smaller  schools.  A  flat  rate  sufficient  to  cover  the  costs  for  stnaller  "users*' 
would  unduly  reimburse  the  larger  volume  schools.  This  may  be  an  academic 
Isstie  this  year  in  view  of  the  funds  available  for  reimbursement,  but  should 
be  considered  henceforth. 

(8)  The  cost  of  administration  shoidd  be  shnre<l  equally  by  the  federal  govern- 
ment and  the  Institution.  Although  the  instltutloti  Is  a  beneficiary  of  the  program, 
It  Is  to  the  advantage  of  the  Office  of  Education  that  these  functions  t)e  carried  (m 
by  the  Instlttitlon.  Not  only  will  the  students  be  better  served,  but  It  will  be  less 
exi»enslve  to  reimburse  Institutions  f(»r  half  of  the  cost  than  to  perform  the  same 
functions  within  O.K.  or  contract  out  for  the  services. 

Again  pending  evaluation  after  a  year  or  so  of  experience,  NASFAA  recom- 
mends that  the  partial  reimbursement  of  administrative  cost  be  ba*jed  upon  the 
following  formula ;  $10.00  V&t  processed  application  f  >r  the  first  100  recipients ; 
$7.50  for  each  processed  application  over  100  but  less  than  BOO ;  $5*00  for  each 
processed  application  over  500.. 

It  Is  our  belief  that  this  formula  Will  t)rovlde  reltnbursement  approxlnmtlng  one 
half  of  the  actual  cost  of  administration  at  the  Institution. 

1  will  be  happy  to  discuss  this  proposal  in  depth  with  you  at  your  convenience. 
Do  nut  hesitate  to  call  upon  me. 

Sincerely,  ^ 

Umum  li.  ToMfiAtfoit, 

EivecuHve  Secrctartf* 

Mr.  Vvmw  At  the  same  April  11  heariiitf,  Commissioner  Ottilia 
nssut^ed  Mr.  I)elleiiback  that  such  was  still  under  consideration^  but  no 
.  decision  has  yet  been  announced.  It  seems  obvious  to  us^  in  view  of  the 
stance  taken  by  the  executive  branch  with  regard  to  similar  taroposals 
for  guaranteed  loans,  that  such  reimbursements  will  not  be  forthcom- 
ing without  a  mandate  from  Congress. 

We  recognizee  that  the  institution  benefits  from  the  enrollment  of 
basic  grant  recipients;  we  do  not  argue  that  fact.  We  do  .dispute  the 
position  that  the  institution  can  and  should  iibsorb  all  costs  resulting 
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from  BEOG  administration.  We  only  ask  that  the  cost  be  shared,  as 
onthned  in  Mr.  Tonibiiu^h's  letter. 

^  Other  Federal  agencies  provide  for  administrative  costs  incurred  by 
institutions;  the  campus-bused  programs  provide  partial  reimburse- 
ment. To  suggest  that  the  institutions  have  no  significant  role  in  the 
administration  of  basic  grants  is  to  ignore  the  obvious.  We  ask  that 
language  be«dded  to  the  law  to  insure  that  the  institutional  role—and 
expense — is  iwognized.  / 

Obviously,  the  association  wants  to  see  basic, grants  continued  and 
expanded.  There  arc  many  administrative  improvements  that  need  to 
be  inadcj  but  the  authorizing  law  needs  inininuil  change. 

We  will  continue  to  work  with  the  Office  of  Kducation  to  resolve  the 
i-eguhitory  problems  that  make  the  program  difficult  for  students  and 
institutions.  We  appreciate  your  continuing  interest  and  concern  for 
these  practical  matters. 

sri'Pr.KjriJXTAL  KDUCATIOXAL  OPI'OUTUXITV  GIUNI'S 

It  will  he  no  surprise  to  this  subcommittee  that  our  chief  concern 
about  the  supplemental  grant  program  is  its  continuation.  The  cause 
M-onv^  concern  is  equally  obvious.  For  3  consective  years,  the  admin- 
istration has  refused  to  request  funding  for  SEOG,  despite  a  legisla- 
tive requirement  to  fund  the  pi'ogram  at  at  least  $130  million  before 
tundiug  basic  grants. 

The  Secretary  of  Health,  Education,  and  Welfare  has  on  numer- 
ous occasions  publicly  bemoaned  the  fact  that  continuation  had  been 
mandated.  In  an  October  11,  1973  speech  to  the  American  council  on 
Education,  Mr.  Weinberger  described  his  plight  as  follows  t 

The  basic  smuts  pi'ogi'ain  was  developed  as  n  s«l)stitute— ns  nil  tiiu)i'(m'iiip»t 
If  yott—fop  several  otiier  Federal  shideiit  assistance  projiniiiis.  Hut  tlie  Con- 
jiress,  while  nsreelnpf  that  the  l)aslc  {,'raiits  program  Is  a  step  forward,  refuses 
to  cat  loose  tlie  programs  it  was  intended  to  rephtee.  Instead,  they  insist  on  oitr 
fundinfj  these  old  proKmins  as  a  condition  of  even  lettlns  us  start  the  now  grants. 

Earlier,  Mr.  Wplnberitter  said,  .  .  .  tlie  €ongrei<s  made  even  this  sniall  liesin- 
ning  contingent  on  our  maintaiuing  old  and  Ineffective  programs  at  higli  levels. 

There  are  several  points  in  tiiese  statements  that  we  could  question, 
but  I  will  limit  myself  to  two.  First,  the  suggestion  that  basic  grants 
were  intended  to  be  a  substitute  must  refer  to  administration  intent; 
it  Avas  certainly  not  the  intent  of  Congress.  If  so.  why  the  addltio.)  of 
"Supplemental"  to  the  title  of  the  program  ? 

W  hy  the  threshold  requirements?  Why  the  indication  in  the  con- 
ference report  that  SEOG  awards  were  for  two  type^  of  students, 
those  who  did  not  qualify  for  a  basic  grant,  and  tholfe  whose  basic 
grants  were  insufficient,  because  of  institutional  cost,  to  permit  enroll- 
ment? It  seems  clear  to  us  that  the  Congress  did  not  intend  that  basic 
grants  should  replace  supplemental  grants. 

Second,  we  question  Mr.  Weinberger's  evaluation  of  tlie  "old'*  pro- 
grams as  being  "ineffective."  We  have  earlier  cited  the  studv  bv  the 
Oiliimbia  University  Bureau  of  Applied  Social  Research  under 
USOE  contract  which  testified  to  the  effectiveness  of  college  work- 
study  on  providing^  assistanctt  to  needy  students. 

In  fact,  yoit  received  testimony  directly  from  the  chief  author  of 
thttt  study,  AIs.  ISTathalic  Friedman.  Interestingly  ouougli,  Ms.  Fl'icd- 


225 

man  did  another  study  foi'  USQE  on  the  educfitional  opportunity 
grant  program,  about  a  year  before  the  college  work-study  research, 
Tlie  EOG  research  was,  liowevor,  closely  guarded  by  USQE  atter 
its  conclusion.  We  can  only  conclude  that  the  conclusion  reached  by 
tile  researchers,  such  as  the  following,  had  sometlung  to  do  with  the 
scarcity  of  availability  of  this  report} 

Tile  iimjoi'  conclusion  of  this  study  is  tlmt  the  EOG  program  Is  achieving  Its 
Uvlmary  ohjeclve  of  enabllnK  students  of  exceptional  financial  need  to  obtaUi 
na  education  beyond  high  school.  EOQ's  are  being  targeted  to  the  low-lncome/ 
ttilnorlty  students.  ,     .     ,      i  „„„ 

Institutions  are  engaged  In  efforts  to  recruit  dlfsndvantaged  Students,  nie 
waiving  the  usual  artnilsslon  criteria,  and  providing  supportive  services  to 
overcome  the  academic  handicaps  with  which  many  such  students  enter. 

Although  Institutions  encounter  problems  in  administering  the  program,  tue,\ 
overwhelmingly  attest  to  the  program's  success  and  hope  to  expand  it  withuj 
the  next  few  years.  Financial  aid  personnel  are  firmly  committed  to  the  goal 
of  aiding  the  most  needy  students;  they  are  seriously  attempting  to  follow  of- 
flclnl  guidelines.  .      .    ^   .  „ 

The  primary  concern,  however.  Is  how  to  meet  coramltmewts  to  Increasing 
numbers  of  students.  In  the  face  of  costs  which  are  rising  disproportionately  to 
appropriations. 


most  anyone's  Standard.  .  .        •  i 

All  of  this  is  to  say  that  supplemental  grants  are  not  inefTective,  and 
that  thev  ai'e  just  as  needed  now  as  before  the  advent  of  the  basic 
grttiit.  they  are  needed  to  assist  students  who  cannot  qualify  tor 
basic  grants  because  of  the  restrictive  nature  of  the  eligibility  criteria, 
yet  are  exceptionally  needy;  they  are  needed  to  provide  choice  of  en- 
rollment in  higher  cost  institutions;  they  are  needed  to  assist  veterans 
and  other  independent  students  with  greater  expenses,  even  at  rela- 
tively low-cost  institutions;  they  are  needed  to  help  stuaeuts  with 
special  needs  that  cannot  be  jnet  with  the  usual  load  of  work  and  loan, 
such  as  welfare  mothers,  academically  disadvantaged  individuals.who 
cannot  be  motivated  to  aspire  to  furthering  their  education  by  the 
promise  of  substantial  loan^  j  ,  . 

They  are  needed  to  respond  to  sudden  changes  m  circumstances, 
like  the  death  of  a  parent,  which  would  take  weeks  or  months  to  be- 
come reflected  in  the  basic  grants  award.  For  these  reasons  and  others 
too  numerous  to  cain'cy  here,  we  urge  the  Congress  to  continue  the 
supplemental  grant  program.  .  . 

We  want  to  recommend  some  refinements  in  the  cui^ant  law  which 


will  help  with  some  of  those  administrative  problems  to  which  Ms. 
Friedman  referred.  The  number  of  changes  needed  are  not  great,  but 
they  arc  important  to  the  day-to-day  operations  of  the  program. 

It  was  interesting  to  me  this  morning,  parenthetically,  to  hear  Dr. 
♦Tohn  Phillips  refer  to  the  Friedman  report  and  actually  give  it  nioi'e 
publicity  than  OE  as  in  previous  times,  again,  testifying  to  the  effec* 
tiveness  oi  the  program  as  it  has  been  operating.  ^ 

Perhaps  the  most  troublesome  aspect  of  the  i^rogram  is  the  ciir- 
ront  differentiation  between  initial  and  continuing  grants,  feectipn 
413(b)  provides  separate  authorizations  and  calls  for  separate  ap- 
propriations, yet  a  lump  sum  appropriation  has  been  made  each  of 
the  last  2  years. 

ERIC  -  ' 
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The  fibt  timo  USOE  ruled  that  all  awards  were  initial  because 
SEOG  was  **n^w,*'  The  second  time,  the  appropriation  was  split  by 
USOE)  based  upon  a  Senate  committee  report.  Beyond  the  appropriu'- 
tions  probletft,  however,  is  the  complication  of  making  two  types  of 
awards  and  keeping  the  funds  segregated  for  no  apparent  good  reason. 

Perhaps  as  much  as  half  the  administrative  headaches  come  from 
the  ueed  to  make  separate  requests  for  initial  year  and  continuing 
year  mortey,  adjust  packaging  strategy  when  they  are  funded  at  dif- 
f event  levels,  compensate  for  too  little  of  one  type  and  too  much 
of  the  other  (the  nistitution  is  not  allowed  to  transfer  from  initial 
year  to  continuing  year  or  vice*  versa)  or  keep  track  of  whether  the 
student  is  to  receive  initial  year  or  contiiuiing  year  money,  and  main- 
taining separate  accounting  records* 

There  are  adequate  safeguards  to  control  the  maximum  size  of  the 
payment^  in  any  one  fiscal  year  or  cumulatively,  and  to  restrict  benefits 
tc  a  given  period  of  timei  We  see  no  need  for  the  initial  year-continu- 
iug  year  distinction  and  complications  which  arise  m  a  result  of  it* 

we  would  urge  that  one  authorisation  of  $400  million  replace  the 
current  $200  mifiion  for  initial  grants  and  "such  sums  as  may  oe  neces- 
sary** for  continuing  grants.  The  $400  million  level  approximates  the 
panel-approved  institutional  requests  for  the  two  types  of  SEOG 
combined  in  each  of  the  past  2  years.  Table  IV  provided  earlier  to 
t\xk  House  Appropriations  Subcommittee,  reflects  the  growth  of  the 
SEOG  program  over  the  years; 

Sections  413  with  ifs  subtitles,  restricts  the  amounts  of  the  grant  to 
••one-half  the  sum  of  the  total  ainttunt  of  student  financial  aid  pro- 
vided to  suich ^'student  by  such  institution*'^  Subsequently,  ^^stuaeiit 
fiimncirtl  akV*  18  further  defined^  but  the  definition  excludes  several 
legitimate  types  of  assistance  which  should  be  acceptable  as  a  ^Muatch*^ 
for  supplemental. 

Rather  than  ask  that  the  definition'  be  expanded,  however,  we  rec- 
ommend thrtt  the  restriction  itself  be  removed.  It  has  always  been 
subject  to  interpretation  as  to  what  is  acceptable  as  constituting  the 
other  one-half 4 

It  precludes  the  provision  of  the  most  appropriate  aid  package  to 
students  who  should  not  be  workina  or  borrowinjjf  as  much  as  they  are 
currently  Required  to  do.  It  is  difficult  to  explain  to  a  student  why 
he  or  she  must  accept— and  actually  borrow  or  work— other  forms 
of  aid  in  order  to  receive'— or  keep— the  gi'ant,  even  though  the  off- 
campus  job  held  pays  the  same  amount  but  is  not  an  eligible  "match.'* 
Again,  there  ai'c  sufficient  safeguards  against  abuse  to  make  this 
restriction  unnecessary. 

Our  next  recommendation  ,  relates  to  section  418C  (a)(2)(C) 4 
which  limits  eligibility  for  a  ^^rant  to  those  of  "exceptional  financial 
need.'*  The  current  law  prescribes  what  is  to  be  considered  in  deter- 
mining financial  need,  but  it  unfortunately  does  not  define  the  term 
"exceptional.** 

This  void  has  caused  the  Office  of  ISducation  to  regulate  a  defini- 
tion of  ^^exceptional  financial  need'*  which,  as  you  might  expect,  largely 
eliminates  the  flexibility  of  the  aid  officer  to  wm  the  grant  in  response 
to  the  unique  needs  of  the  student. 
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One  proposed  defitiition  was  so  restrictive  that  the  uproar  of  the  aid 
community  caused  it  to  lie  shelved  before  it  was  even  pubhshed  ni  the 
Federal  Register.  The  replacement  deflnition,  which  has  been  pub- 
lished the  first  time,  is  an  improvement,  but  it  still  stymies  the  use 
of  sound  professional  judgment  on  the  part  of  the  aul  ofhcer,  ^ 

Briefly,  a  student  does  not  have  exceptional  financial  need,  and  is 
thus  ineligible  for  a  grant,  if  the  parental  contribution,  the  student's 
savings,  and  the  student's  earnings  combined  exceed  one-half  the  cost. 

For  most  students  in  most  circumstances,  that  is  not  an  unreasoiiRble 
definition.  It  does,  however,  work  to  the  disadvantage  of  a  siffiiincant 
number  of  students  who  are  earning  a  substantial  portion  of  their  own 
expenses  or  have  working  spouses.  ,  ,« 

While  the  earnings  may  be  sizable  enough  to  exceed  one-half  tiie 
cost,  the  remaining  gap  is  likely  to  bo  considerable.  Witli  all  reason- 
able earning  power  alroadv  enii)loyed,  the  only  other  alternative  in 
many  cases  is  borrowing  in  large  amounts.  . 

For  students  who  must  restrict  their  working  or  borrowing,  SLOG 
assistance  becomes  critical  to  their  enrollment,  even  thougli  their 
family  contribution  may  exceed  one>half  the  cost. 

Tin's  problem  could  be  handled  by  regulation.  In  order  to  make  clear 
the  intent  of  Congress  to  provide  for  the  professional  judgment  of 
the  aid  officer,  however,  we  would  suggest  that  the  following  defini- 
tion of-«xceptional  financial  heed  be  written  into  the  laws 

A  student  is  6f  oxceptloiuil  liimnt'iftl  need  if  tlie  ainoMiit  of  need  renmining/ 
ftftwr  cbnalderutlon  of  rttiy  jmmUtil,  spouse,  or  student  contril>utio»i  and  other 
Klft  Aid  ttvailnble,  exceeds  tl»e  amount  tluit  student  could,  in  the  judguient  of 
tiKi  institutional  aid  olHcer,  be  i-easonubly  exjiected  to  bowow  or  earn. 

We  believe  tliat  this  definition  makes  clear  the  expectation  that  a 
student  should  not  routinely  bo  given  grant  assistance  without  any  con- 
sideration of  other  alteniatives,  yet  gives  the  aid  officer  discretion  to 
tailor  an  assistance  package  which  is  most  appropriate,  in  his  judg- 
ment, for  that  student.  ,  . 

Our  final  recommendation  on  supplemental  grants,  deals  with  the 
►^ate  allotment  formula.  For  the  reasons  given  in  earlier  testimony, 
we  urge  the  adoption  of  the  formula  recommended  for  the  college 
work-study  program  in  tlie  distribution  of  SEOG  funds.  ,  ,  , 
You  will  recall  that  formula  to  include  consideration  of  high  school 
arraduates  and  the  concentration  of  low-income  families  within  the 
State,  as  well  as  the  number  of  half-time  (or  more)  students  enrolled 
in  eligible  institntions  of  postsecondary  education.  The  Commissioner 
would  retain  10  percent  of  the  appropriation  to  distribute  at  his  dis- 
cretion to  best  achieve  the  purposes  of  the  program. 

NASFAA  firmly  believes  that  these  changes  will  enhance  our  ability 
to  administer  the  SKOG  progi'um  in  accord  with  your  intent  and 
consistent  with  student  needs. 

Grants  to  States  for  State  student  incentives!  It  is  difficult  to  make 
recommendations  for  amending  a  program  which  is  yet  to  be  imple- 
mented, and  we  shall  refrain  from  doing  so.  Hather,  we  will  simply 
suiiDort  the  concent  of  nrovidini?  incentives  to  the  States  to  increase 

f  the 
that 
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Sl^RCIAI.  l»UOU«A>t.S  VOW  STVDKNTS  FIIO^I  DI.SAl)VA>^TAGKD  BACKOROUXDS 

Most  financial  aid  ofHcors  aro  not  involved  directly  in  the  programs 
authorized  under  this  subpart  of  title  IV.  Nevertheless,  we  aro  vitally 
affected  by  the  success  of  each  of  the  pro«?rams. 

If  they  succeed,  we  have  more  aid  applicants  with  whom  to  deal 
Because  the  degree  of  success  beinj?  achieved  is  so  difficult  to  evaluate, 
wo  can  give  you  only  our  subjective  opinion. 

While  some  projects  are  more  successful  than  others,  we  feel  that 
these  programs  are  quite  effective  overall  The  fiscal  resources  which 
could  he  used  for  these  tj^es  of  pro^yrams  are  probably  infinite.  How- 
ever, until  we  have  more  nnancial  aid  to  make  available  at  the  conclu- 
sion of  theso  compeirncttion  and  motivation  efforts,  the  current  author- 
iy.iition  may  be  the  maximum  which  can  eft*ectively  be  used. 

We  will  not  attempt  to  s))eak  to  the  institutional  grant  programs 
attthorijced  in  title  IV.  They  have  or  will  lie  addressed  by  other  groups 
or  individuals  more  qualified  to  comment  than  are  we  in  NASFAA.. 

We  appreciate  the  opportunity  to  present  our  views  to  the  subcom- 
mittee. We  will  be  happy  to  respond  to  questions.  I  regret  that  Mr. 
l)ell(»nback  is  not  here.  I  would  welcome  the  repeat  of  some  of  the 
(juestions  tluvt  were  posed  earlier* 

Mr.  O'Haha.  Mr.  Purdy,  one  aspect  of  your  testimony  that  parties 
ularly  interests  mo  has  to  do  with  the  effect  that  the  changes  you 
sttjsgest,  or  definitions  of  "exceptional  need*'  might  have  on  the  allo- 
cation system^ 

To  wit,  the  allocation  system  currently  hwolves  institutional  re- 
qtiests  approved  by  panels,  and  so  forth,  to  determine  the  allocation 
among  institutions  within  a  State  once  the  Staters  allocation  eligi- 
bility has  been  determined. 

It  yoti  had  a  definition  of  exceptional  financial  need  as  flexible *as 
that  you  suggest  at  the  top  of  page  11, 1  kind  of  like  your  proposal 
for  sttch  a  definition,  what  does  that  do  to  the  institutional  allocations 
as  determined  by  tlio  panels  if  the  institutional  aid  officer  at  institution 
X  takes  a  more  liberal  view  of  how  much  the  student  could  be  reason- 
ably expected  to  borrow  or  earn  than  the  institutional  aid  ofiicer  in 
institution  Y?^ 

X^s  reqtiest  is  apt  to  be  proportionately  larger.  What  would  you 
auticipate  the  panel  would  do  with  that?  And  as  long  as  we  have  n 
system  that  allocates  by  panel  system  within  a  State,  don^t  you  expect 
the  panel  would  then  equalise? 

Mr.  ToMUAtou.  There  are  a  couple  of  points  I  want  to  make  there. 
FirHt  of  all,  the  institutions  requested  funding  this  last  time  without 
atiy  guidelines  as  to  what  exceptional  financial  need  was. 

The  applications  were  filed  long  before  we  had  even  proposed  these 
definitions. 

Mr.  0'Ha«a.  What  do  the  panels  do;  do  they  attempt  to  equalise 
the  j udgments  of  the  institutions  ? 

Mi\  ToMiiAttott.  In  the  first  place,  the  request  did  not  increase  pro- 
portionately jttst  because  there  were  no  regulations  in  efi'ect.  In  tact, 
the  panels  reduced  the  apj^roved  requests  over  what  tliey  had  been 
in  the  pre viotis  years,  so  1  think  they  did* 
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There  are  some  bases  on  which  the  panels  could  make  a  judgment 
of  that,  based  upon  the  proportion  of  very  low  income  and  disadvan- 
taged students  who  are  the  ones  who  are  least  able  to  work  and  can 
least  be  expected  to  borrow. 

So  they  do  have  some  guidance  that  they  can  use  in  developing  those 
decisions.  My  overall  evaluation  would  be  that  it  won't  change  the  mix 
of  the  requests  very  muoh  at  all.  It  will  simply  allow  them  to  work 
with  individual  students  listead  of  having  to  fit  everybody  in  the  same 
mold.  I  think  the  overall  end  result  would  tend  to  be  about  the  same 
as  it  has  been  with  respect  to  institutional  requests. 

Mr.  PuRDT.  I  would  certainly  add  that  I.  would  not  anticipate  that 
it  sjiow  up  as  any  great  change  in  institutional  requests,  but  would 
indeed  enable  a  greater  equity  to  be  exercised  in  tile  packaging  of  the 
individuaPs  aid. 

Mr.  O'Haba.  I  am  trying  to  recall  back  to  the  discussion  that  led 
to  the  adoption  of  the  1972  amendments,  and  as  I  seem  to  recall  it 
now,  there  was  a  good  deal  of  criticism  of  the  institutional  based  pro- 
grams on  the  ground  that  at  one  institution  students  would  be  found 
eligible  for  assistance  who  couldn't  come  anywhere  dose  to  qualifying 
at  another  institution  and  one  of  the  reasons  for  BOG  allegedly  was 
to  provide  some  uniformity.  Wouldn't  you  really  enhance  that 
argument? 

Mr.  ToMBAVoH.  I  think  it  lends  to  it,  but  I  think  a  more  i)rimary 
reason  for  the  differences  that  were  experienced  between  institutions 
was  the  level  of  funding  that  was  available  at  the  institutions,  rather 
than  any  deejp-seated  philosophical  differences  of  opinion. 

In  one  institut ipn  they  had  enough  EOG  money  to  take  care  of  any- 
body under  $7,500.  At  other  institutions  they  couldn?t  even  fund  all 
those  under  $3,000.  When  you  have  that  much  variation  in  the  funds 
available,  you^ct  different  decisions.  A  really  poor  student  was  better 
off  to  pick  an  mstitution  that  didn't  have  many  other  really  poor  stu- 
dents because  there  wasn't  as  much  competition  for  the  funds. 
,  But- it  didn't  mean  the  aid  officer  had  any  different  philosophical 
viewpoint. 

Mr.  O'Haka.  In  other  words,  you  say  this  wouldn't  make  that  prob- 
lem any  worse? 
Mr.  ToMBAtJOH.  I  don't  think  so. 

Mr.  PtJRDY.  I  wouldn't  expect  it  to  make  that  problem  worse.  Obvi- 
ously, as  long  as  people  make  decisions  there  are  going  to  be  variations 
in  the  decisions  that  they  make.  Tliis  is  true  with  financiAl  aid  officers 
and  this  was  mentioned  in  earlier  discussion  here  this  moiiiing,  the 
difference  in  the  experience  and  competency  of  the  aid  officers  in  their 
grantsmanship  when  requesting  funas. 

There  is  always  going  to  be  a  difference  in  the  initiative  and  aggi-es- 
slveness  of  students,  of  people,  whether  they  be  aid  officers  or  Con- 
gressmen representing  their  people  back  home.  In  that  case  X  would 
my  the  people  in  Michigan  and  Oregon  are  very  lucky  in  having  ag- 
gt-  *ssive,  competent  people  rejp^senting  them. 

i^ome'  institutions  pay  their  Hnancl^  aid  people  better  than  others. 
Tliere  are  always  going  to  be  some  differences,  but  I  think  we  could 
lose  sight  of  some  of  our  fundamental  objectives  if  we  say  thai;  the 
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whole  thinf?  is  goiiiK  to  Im  solved  by  a  computer  program  and  take 
the  human  element  out  of  it.  , 

Mr,  0'H.VRA.  I  believe  in  giving  discretion  on  judgment  though  I 
have  been  a  little  disappouited  by  the  results  because  I  remember  we 
4id  that  in  connection  with  the  guaranteed  student  loan  program  but 
we  found  a  great  reluctance  to  do  anything  except  go  to  the  needs 
analysis  system  lind  have  it  spit  out  an  answer  which  you  could  then  be 
aure  you  could  show  an  auditor.  . 

Mr.  PiTKDX.,  We  bad  quite  a  discussion  here  one  day  on  that  ponit 


had  back  hpme  with  the  hidepondent  auditors  having  been  instructed 
by  OE. 

So  there  is  that  problem  and  there  will  always  be,  I  am  sure. 

Mr.  O'ilAiiA.  I  would  like  to  chat  with  you  more  but  there  is  cer- 
tainly mischief  to  bo  done  to  the  public  interest  today  in  the  Capitol. 
They  are  underway  20  minutes.  I  don't  know  what  they  will  do  with- 
out me.  . 

Mr.  ToMBAUoir.  Could  I  make  one  observation  before  you  go?  Your 
discussion  with  the  OtHce  of  Education  people  about  the  apparent  con- 
sistency in  the  State  expenditures  on  this  program  as  compared  to 
work-study  concerns  me.  1  would  not  want  you  to  go  away  misled  that 
tiiis  foniiula  ts  better  tlian  that  one,  because  of  the  fact  that  of  those 
States  tlutt  are  listed,  all  but  three  of  tliem  have  the  minimum,  so  they 
were  all  raised  to  one  constant  percentage  in  order  to  achieve  the 
statutory  requirements  of  the  minimum  base. 

That  just  means  all  of  these  are  less  funded  than  they  were  in  the 
other  programs.  It  is  not  proof  that  this  formula  is  better  than  the 
others  we  nave.  In  fact,  it  is  probably  quite  the  contrary. 

Mr.  Q'Haua.  Yes,  and  they  brought  the  bottom  ones  to  the  minimum 

level.  * .    .  . 

Mr.  ToMBAtTOH.  And  all  the  States  represented  by  the  subcommittee 
happen  to  he  on  the  bottom  and  Were  brought  up  to  the  constant  level. 
80  the  variation  was  just  as  much,  1  would  suggcst,'if  you  look  at  all 
60  States  in  this  program  as  they  are  in  the  others.  They  just  don't 
show  up  as  much  in  this  particular  table. 

Mr.  O'Hara.  1  am  not  sure  we  ought  to  have  State-by-State  alloca- 
tions. Maybe  we  ought  to  just  deal  with  the  institutions,  get  panel- 
recommended  amounts,  a  uniform  amount  all  over. 

Mr.  PtntDY.  There  was  one  other  point  that  was  mentioned  in  the 
earlier  discussion  this  morning,  the  apparent  disci-epancy  of  the  fact 
that  there  are  only  some  2,800  mstitutious  in  the  SEOG  program  while 
maybe  some  6,000  are  in  the  basic  grant  program. 

The  facts  are,  anytime  a  program  comes  m  and  the  rules  are  changed, 
it  takes  a  wliile  for  the  acceptance  and  appetite  to  build  up,  and  the 
2,800  that  are  in  the  program  now  have  been  growing  into  this  pro- 
pm  over  a  period  of  9  years.  Opening  it  up  to  tiie  proprietai'V  schools 
S  a  thing  which  will  take  them  a  little  while  to  recognize  and  to  learn 
the  technique  of  applying  funds  and  to  use  them. 


»J  Jk,  *w 
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The  other  thing  is,  wlien  you  get  into  terms  of  these  vast  numbers, 
of  course,  a  lot  of  proprietary  sdiools  are  small  schools  representing 
maybe  50  or  100  students,  whereas,  in  these  2,800  you  have  your  higher 
education  institutions,  some  of  which  are  representine  40,000  students, 

Tlie  stated  discrepancy  there  doesn't  have  the  significance  that  might 
otherwise  be  suggested. 

Mr.  O'Haka. Tliank  you  very  much  for  that  observation. 

•The  subcommittee  will  now  stand  in  adjournment  until  9  jSO  tomor- 
row morning  in  this  room. 

[Whereupon,  at  13:25  p.m.  the  subcommittee,  recessed,  to  reconvene 
at  9 :30  a.m.,  Wednesday,  June  12, 1974.] 
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House  of  Representatives, 
Sj>ecial  Subcommittee  on  Eduoahon  op  the 

Committee  on  Education  and  Labor, 

Washington^  D£. 
The  subcommittee  met  at  9 :15  a.m.,  pui-suant  to  recess  in  room  2261, 
Rayburn  House  Office  Building,  Wasliington,  D.C.,  Hon.  James  G. 

O'ilara  (presiding).  ,  ,  ^  „  ,  , 

Present:  Representatives  O'Hara  and  Dellenback. 

Staff  present:  Jim  Harrison,  staff  director;  Eliiora  Teets,  clerk; 
Robert  C.  Andringa,  minority  staff  director;  and  John  Lee,  minority 

Mr.  O'HAitv.  The  Special' Subcommittee  on  Education  will  come  to 
rder.  We  are  continuing  our  hearings  on  title  IV  of  the  Higher 


1*1  oi/  .T.w.w^v-^  w   .„  7  education 

director  of  the  National  Student  Association  and  Cliip  Berlet,  editor 
of  the  NSA  magazine.  ,       ,    ,       ,  ^ 

As  with  our  other  witnesses  yesterday  and  today  and  our  witnesses 
tomorrow,  they  have  been  asked  to  talk  primarily  about  grant  pro- 
grams from  the  point  of  view  of  their  o\yn  experience  and  the  views,  of 
course,  of  the  National  Student  Association. 

So  we  would  like  to  have  you  come  forward  and  take  places  ai  the 
witness  table  and  talk  to  us  about  your  experiences  with  the  grant 
programs  from  the  student's  point  of  view. 

STAXmSx  OF  Kk'SUtMS  BEOVDER,  DIREOTOB,  EBtrOAtlONAI. 
AmiRS,  V.S.  NATIONAL  STTJDENT  ASSOCIATION,  AND  CHIP 
BEBtET,  EDITOR,  NSA  MAGAZINE 

Ms.  Brouder.  We  would  like  to  thank  the  committee  for  inviting  us 
here  today  and  certainly  welcome  the  opportunity  to  express  some 
of  oitr  association's  concerns  about  student  financial  aid  |)vogr«ims, 
particularly  the  grant  programs  as  they  impact  on  our  constituency  of 
700  2-  and  4-year  colleges  and  universities  across  the  country. , 

By  default,  we  feel  that  'We  must  speak  for  another  constituency 
as  well,  the  thousands  of  persons  who  nave  been  forced  to  terminate 
their  postsecondary  educational  pursuits,  or  who  choose  to  forgo  such 
pursuits  because  they  and  their  families  are  unable  to  meet  the  spiral- 
ing  costs  of  postsecondary  attendance. 

am) 
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But  we  all  kiiow  that  such  a  constituency  exists,  and  that  its  ranks 
will  swell  with  evei-y  substantial  tuition  increase,  particularly  in  the 
pubhc  sector,  by  at  least  the  2.5  percent  cited  by  the  National  Com- 
mission on  Financing  Postsecondary  Education  as  the  probable  en- 
loUraent  decline  for  every  $100  tuition  increase. 

It  is  our  h'dpe  thdt  the  Gongfey;  aAd^t)'drt1ciaarlyitlw's  committee, 
will  become  the  chief  defender  of,  and  advocate  for,  that  invisible 
constituency.  i  i  r,  ■.'' 

Attached^  to  the  text  of  our  primarj;  remarks  is  a  copy  of  The  NSA 
Magazme's  special  edition  on-financmg  postsecondary  education.  I 
would  like  to  draw  your  attention  to  three  articles  in  particular  which 
wo  see  as  being  part  of  our  testirfiohy  today  .  ^     ' « 

These  three  articles  most  clearly  reflect  the  association's  positions 
on  the  related  issu6^  bf  student  financial  programs  and  overall  financ- 
uig  patterns,  and  strategies  for  postSe6oitdary  education.  We  hope 
that  this  dbmmittee  will  enter  theSe  documents  into  the  records  of  these 
hearings  where  it  deems  appropriate. 

It  is  our  intention  to  articulate  here  a  set  of  student.oriented-princi- 
ples  that  we  believe  must  be  incorporated  into  student  financial  aid 
legislation  if  the  resulting  pi-ograms  are  to  support  equality  of  eduCa^ 
tional  opportunity  as  a  national  goal.  V 

It  is  crucial  that  the  Congress  recognize  that  student  financial  aid 
programs  cahnot  be  legislated  apart  from  a  critical  evaluation  and 
reworking  of  overall  finaiifiitig  strategies  and  patterns. 
.  We  are  particularly  worried  that  many  Statelegislatures,  caught  in 
the  web  of  rising  educational  costs  and  competing  demands  for  limited 
resources,  will  begin  to  reducoi  institutional  aid  and  substantially  in- 
crease tuitions  as  a  compensatory  measure. 

The  Federal  Government  would  then  be  forced  to  effectively  pay 
for  State  tuition  increases  by  legislating  new  student  aid  programs, 
simply  topick  up  the  slack.  For  that  reason,  we  think  it  is  essential 
that  the  Federal  role  m  both  legislating  student  financial  aid  pro- 
grams,  and  m  developing  cooperative  financing  plans  with  other  pub- 
hcjiud  private  sources,  be  an  active  rather  than  merely  reactive  one. 

Forging  an  active  Federal  role  not  only  promotes  efficiency,  by 
fostering  long-range  planning  over  knee  jerking,  but  promotes  grater 
equality  of  opportunity  as  well.  Only  through  a  national  coordina- 
tion  of  public  and  private  efforts  at  all  levels  can  there  be  developed 
some  minimal  guarantees  against  discrimination  because  of  place  of 
birth  or  residency.  If  this  Nation's  commitment  to  equality  of  oppor- 
tunity means  an^^thing  at  all,  it  should  at  least  mean  that  a  citizen 
of  New  Hampshire  has  approximately  the  same  degree  of  access  to 
postsecondary,  education  as  does  a  resident  of  New  York  City.  The 
disparities  in  cost;r-not  to  mention  content,  quality,  and  diversity— 
that  currently  exist  from  State  to  State  are  staggering,  and  are 
scarcely  alieviatedi  by  the  penalties  levied  against  students  who  go 
out  of  their  home  States  to  get  a  higher  education.  . 

Mr.  Bbrle*.  One  of  the  three  major  principles  we  would  like  to 
eiiunicfite  is  that  the  overall  level  of  Federal  spending  is  not  sufficienti 
It  must  be  increased  substantially,  especially  for  BOG's. 
,  A  portion  of  moneys  devoted  to  grant  programs  should  be  allocated 
in  such  a  way  as  to  stimulate  greater  financial  contributions  by  State 
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and  local  governments-such  as  in  the  SSIG  program— as  well  as 
by  private  sources.  .1.1     n  • 

'We  cannot  convey  strongly  enough  our  feeling  that  the  perioaic 


are  little  more 
to  the 


Senator  Proxniire,  for  one,  has  suggeated  that  increased  aid  to  edu- 
cation could 

pasllv  come  out  of  tho  ninsslve  fat  nnd  wnate  in  mUltary  proouremeiif.  exces- 
8lw  ovemas  ftnses  atul  trooiw.  and  the  dilatory  and  gold-plated  weapons  snch 
as  tlie  new  carrier,  tiie  B-1  Iwmber  and  tlie  F~14  flputer  plane.  , 

To  illustrate.  And  tliis  is  a  severe  problem  with  the  supplemental 
educational  opportunity  grants  program,  I  would  like  to  do  a  com- 
parison of  some  funding  accoi-ding  to  the  fiscal  1975  budget. 

Each  silver  dollar  represents  a  billion  dollars  m  terms  of  Federal 
spending.  The  higher  education  portion  is$2,22D  billion,  to  be  exact, 
for  the  Office  of  Kduoatiou's  higher  education  programs  [stacks  * 
silv 


silver  dollars  on  witness  table].  ,       ,      ,  , 

For  tlic  Office  of  Kducation,  for  preschool  through  postsecondary, 
you  get  $0.15  billion  allocated  to  the  Office  of  Education.  That  is  about 
this  much  [stacks  six  silver  dollars  on  witness  table.]  When  you  are 
talkin<*  about  the  Department  of  Defense,  you  are  talking  about 
billion  [stacks  83  silve?.-  dollars  on  witness  table!. 
As  vou  can  see,  vou  have  only  aboutl>2  billion  for  higher  education 
id  $6  billion  for* education  in  total.  That  is  quite  a  difference,  espe- 


budget,  and  that  is  just  the  increase. 
We  think  that  is  just  incredible. 

Mr.  O'Haiia.  That  is  not  counting  the  cost  overruns  either.    .  ^ 
Uv.  Bkulet.  For  instance,  the  cost  of  one  Trident  submarine  is  $!.*> 
billion,  and  that  is  the  same  amount  requested  by  the  Administration 
for  one  year  of  BOG's.  And  there  are  10  Trident  submarines  planned. 

For  those  of  vou  who  are  interested  in  these  kind  of  comparisons, 
the  Federal  higher  education  budget,  if  cashed  into  dollar  bills  ^and 
laid  end-to-end,  would  almost  complete  two  round  trips  trom  Earth  to 

the  Moon.  ^  .     ^         ,  j.  .  a. 

The  Defense  budget  dollars  would  complete  68  round  trips  trom 
Earth  to  Moon,  ancf  if  placed  in  a  straight  line,  the  military  green- 
backs Would  stretch  over  32  million  miles  and  reach  all  the  way  to 

In  short,  we  believe  that  without  a  substantial  increase  in  the  overall 


w.v.  .v..^.     actively  encourage   

education,  rather  than  grudgingly  allow  it.  .  , 

As  presently  funded,  BOG's  provide  barely  enough  money  to  buy 
textbooks  and  materials.  It  is  definitely  not  going  to  provide  access 
fit  its  present  levels.  It  does  provide  extra  money  for  those  people  who 
can  al  ready  afford  to  ^0  to  college. 
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But  in  our  tours  around  the  country  when  we  have  our  area  confer- 
ence we  find  students  are  saying, 

«•!  am  a  freshman  now— I  am  a  sophomore  now.  I  am  getting  some  BOO  money 
but  it  isn't  what  made  the  difference  in  terms  of  going  to  achool.  It  made  it 
easier.  It  perhaps  allowed  me  more  choice  within  some  of  the  schools  I  had 
picked  but  it  didn't  provide  access  at  all." 

I  thought  that  was  supposed  to  be  the  stated  goal  of  the  BOG  pro- 
gram, to  provide  access, »  floor  from  which  to  build  on.  It  is  just  not 
doing  that.  If  you  are  going  to  talk  about  BOG's  you  are  going  to  have 
to  taUc  about  fully  funding  them  because  it  doesn't  seem  to  be  working. 

Ms.  Brouder.  The  second  major  principle  is  that  eligibility  require- 
ments for  Federal  student  aid  programs  be  expanded,  and  defined  in 
the  broadest  possible  terms,  to  increase  opportunities  for  students  and 
prospective  students,  particularly  persons  coming  from  sectors  of  the 
population  that  have  been  historically  underrepresented  in  postsecond- 
ary  education. 

We  have  talked  to  many  students  who  are  trying  to  attend  school  on 
a  part-time  basis  who  feel,  as  do  we,  that  it  is  entii-ely  unreasonable 
that  they  be  discriminated  against  in  the  awarding  of  more  desirable 
forms  of  student  hnancial  assistance,  particularly  since  the  reason  so 
many  of  those  pajt-time  students  opt  for  that  kind  of  arrangement  in 
the  beginning  IS  that  they  are  providing  some  or  all  support  for  de- 

Sendents  beyond  themselves  and  obviously  have  a  high  degree  of  • 
nancial  need.  , 

Another  category  of  students  that  is  not  covered  at  all  is  the  inde- 
pendent student  or  one  who  has  achieved  the  age  of  majority  and 
therefore  can  make  no  legal  claim  on  parental  support.  That  inde- 
pendent student  is  f  rcc[uently  also  the  victim  of  discrimination. 

That  kind  of  discrimination  usually  takes  the  form  of  awarding 
more  undesirable  forms  of  financial  aid  if  aid  is  awarded  at  all.  The 
fact  that  women,  ethnic  minority  students  and  older  students  comprise 
such  large  portions  of  the  part-time  student  and  independent  student 
category  makes  it  particularly  difficult  because  if  there  is  one  reading 
we  have  gotten  all  year  long  it  is  that  private  lending  institutions  are 
simply  not  as  willing  to  even  loan  money  to  women,  to  older  people  and 
to  third- world  students. 

One  of  the  things  we  call  to  this  committee's  attention  is  a  draft  of 
recommendations  made  by  the  Student  Caucus  at  a  recent  conference 
in  Texas  on  the  independent  student.  Those  recommendations  deal  pri- 
marily with  financial  aid  programs  with  both  grants  and  loans  an  at- 
tempt to  create  the  new  definitions  for  what  the  mdependent  student  is, 
and  therefore  more  enforceable  and  less  discriminatory. 

The  corollary  to  broad  definition  of  eligibility  has  to  be  broad-scale 
dissemination  ci  information  about  the  various  programs.  We  have 
been  appalled  t(<  discover  how  many  students  donM;  even  know  what  a 
BOG  or  SEOG  is,  let  alone  what  their  respective  eligibility  require* 
ments  are. 

Last  week  we  received  a  call  in  our  office  from  a  woman  in  Nebraska 
Who  heard  somewhere  about  the  national  student  defense  scholarship 
program.  We  determined  she  was  inquiring  about  the  national  direct 
student  loan  progi'am,  bui>  our  name  was  the  closest  approximation  she 
could  find  in  the  District  of  Columbia  directorj;^ 
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When  people  are  reduced  to  looking  in  the  phone'  book  for  jnf orma- 
tion  about  student  financial  aid,  I  think  it  is  a  good  nidication  that 
the  dissemination  mechanisms  are  pretty  poor,  i , 

Mr.  Bkklet.  It  would  be  a  relief  if  I  could  say  the  only  problem 
Avith  hijEjher  education  programs  in  terms  of  Federal  st-iident  assistance 
is  lack  of  money.  That  isn^t  the  case.  I  think  we  are  all  aware  of  that. 

More  money,  of  course,  would  help,  but  some  spi»cific  proposals  also 
would  help.  For  instance,  increasing  the  maximum  BOG  level  trom 
one-half  to  three-quarters  of  the  cost  of  attendance. 


*^  Basic  opportunity^  fine,  but  ii  you  are  going  to  lock  grants 

into  increasing  tuition  you  are  going  to  lock  yourself  into  a  spiral 
that  is  going  to  drag  money  out  of  the  Federal  Government  always 
beliind  the  increasing  tuition.  There  is  always  going  to  be  a  gap  and 
it  is  going  to  lock  tuition  and  aid  in  an  upward  spiral. 

Since  1965,  the  National  Student  Association  has  supported  the 
concept  of  tuition-free  public  higher  education  for  the  purposes  of 
"furthering  the  freedom  of  tht^  individual  and  the  critical  spirit  which 
insures  a  dynamic  and  democv  .tic  society."  That  was  a  resolution 

we  passed  in  1965.    .       .      j     i.'  „ 

-  We  believe  that  low  oi-  no  twtion  in  public  postsecondary  education, 
when  coupled  with  carefully  targeted  supplemental  aid  to  help  stu- 
dents  cover  other  costs  of  attendance  like  books,  travel,  and  personal 
maintenance  is  the  best  way  to  support  the  goal  of  maKimuni  access 
to  postsecondary  educational  opportunities  for  all  Americans  able  and 
willing  to  pursue  that  goal.  .    ^.      ,   .  ,  ,      .  , 

Consequently^  we  believe  that  encouraging  State  legislatures  to  keep 
public  school  tuition  m  low  as  possible,  perhaps  through  the  develop- 
ment of  incentive  programs,  is  a  more  than  appropriate  Federal  role. 

At  the  same  time,  we  realize  that  the  concept  of  low-cost  public 
education  at  the  pa  isfeeondary  level  has  been  seriously  jeopardized 
by  the  critical  combiiiaJ'.on  of  declining  enrollments  and  increasing 
cost^ 

Jkiost  recently,  the  low.  ttiition  or  tuition-free  systems  of  intblic  post- 
secondary  education  have  been  dealt  a  severe  blow  by  the  issuance  ot 
three  major  report.,  that  call,  directly  or  indirectly,  for  tuition  m- 
ci'easi's  oi  as  tnucli  ap.  50  percent  as  the  only  viable  strategy  tor  alle- 
viating the  Hnanplnl^^ueezc  in  higher  education.  . 

Tlio  National  IM'mM  Association  believes  that  such  mai^sive  tuition 
bikes  would  severely  restrict  access  for  students  from  low  and  lower 
middle-income  levels  and  ethnic  minority  backgrounds. 

I  would  add  hero  that  the  groups  We  are  talking  aboilt  are  what  are 
noi'mtilly  referred  to  as  the  working  class,  the  typical  Michigan  auto* 
wo'  kor  represented  by  Oongressman  0*Hara.  if 'you  will 

Thei'e  arc  Federal  programs  that  cover  some  low-income  families. 
H  .-ht  i)»come  families  can  afford  to  go  already,  but^thei'e  se6msto  be 
lio  programs  that  all'ect  the  middle  incomp  and  working  class  families. 

\Y(^  im  thii  best  way  to  deal  with  this  problem  is  low  tuition,  not 
subsidies.  We  do  not'belicvo  that  Federal  financial  aid  programs  will 
oirset  tuition  increases  because  we  don't  think  that  sudi  programs  have 
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ever  been  legislated  in  a  timely  fashion,  ov  funded  to  the  level  of  over- 
all need.  Students  and  their  families  cannot  absorb  these  increases. 
We  don't  believe  that  such  increases  in  tuitions  would  make  the 

Erivate  postsecondary  sector  "more  competitive."  After  all,  when  ham- 
urger  prices  soared  last  fall,  consumers  didn't  turn  to  sirloin  because 
the  price  gap  between  the  two  was  closing.  They  simply  wont  without 
beel 

What  we  do  believe  is  that  the  levfel  of  enrollments  throughout  the 
postsecondary  enterj^rise  as  a  whole  will  decline*  and  that  higher  edu- 
cation will  once  again  become  the  ex^usive  domain  of  the  white  sons 
of  the  wealthy. 

We  also  would  mention  here  the  guaranteed  student %)an  program. 
I  was  trying  to  explain  guaranteed  student  loans  at  one  of  our  area 
conferences  m  Atlanta.  One  of  the  people  involved  in  the  seminar  said, 

Look»  when  I  was  first  thinking  about  going  to  school  I  went  from  hank  to 
bank  to  bank.  They  aU  said  money  wasn't  avaUable.  this,  that  ami  the  other 
thing.  I  always  got  a  run-arouml  untU  finally  one  banker  sat  nie  down  and  snid, 
♦*Ir  your  daddy  had  an  account  here  we  would  probably  ti\v  and  get  you  a  l(»an, 
hut  your  daddy  doesu*t  have  an  account  here  and  we  are  not  going  to  take  the 
tinie  put  up  with  the  bother  and  the  rate  of  return  we  would  get  on  the  loan,  so 
your  bent  oet  l«  to  go  back  to  your  home  bank  and  see  if  you  can  get  them  to  give 
it  a«  a  favor.** 

Loans  are  hard  to  get  in  the  first  place,  and  often  dispensed  as 
favors.  This  is  not  the  \my  to  build  access  to  liigher  education  through 
loans.  Also,  there  is  the  problem  of  creating  a  position  of  indentured 
servitude  to  the  Government  and  the  banking  interests. 

I  recently  received  a  phone  call  from  a  w*oman  who  was  crying.  Her 
husband  just  received  a  court  order  to  appear  in  court  to  explain  v»*hy 
he  hadn't  paid  his  loan  back.  She  was  simply  not  aware  of  anv  of  the 
mechanisms  for  delaying  payment.  Her  husband  has  been  without  a 
lob  for  some  time  and  she  simply  didn't  know  what  to  do.  She  was  at 
herwnt'send. 

This  is  u  common  problem.  People  who  take  out  loans  graduate  and 
ate  unable  to  find  the  khul  of  job  that  would  allow  them  to  pay  the 
loan  back  on  time,  or  they  are  unable  to  find  work  at  all.  We  are  very 
afraid  of  loans  as  a  tool  other  than  to  provide  liquidity  for  family 
income. 

Dr.  Carol  Van  Alstyne  from  the  American  Council  on  Education^ 
talks  about  another  problem.  She  has  pointed  out: 

Many  of  u»  obtained  ottt  undergraduate  degrees  for  no  tuition  or  tnw  tuitions 
and  a  few  dolhirs  a  semcKtcv  in  student  fees,  and  nou*  when  it  is  our  turn  to 
help  pay  for  educational  opportunities  of  the  upcoming  sttulent  generation,  we 
renege  and  shift  more  of  the  burden  to  the  students.  It  would  seem  that  the 
current  student  generation,  particularly  the  lower*lncome  students,  could  be 
justifiably  outraged. 

Also^  the  educational  system  is  not  a  place  to  redistribute  income. 
Progressive  income  taxes  are  the  place  to  redistribute  income^  not  re- 
gressive edutaxes. 

We  would  like  to  impress  upon  this  coininitt^  that  the  current 
student  gejieration  is  not  only  angry,  but  prepared  to  fight  the  shifting 
ot  burden  that  Carol  Van  Alstyne  talks  about*  But  we  think  that  our 
constituency  is  also  prepared  to  fight  for  something!  For  a  reworking, 
not  only  of  financing  patterns,  but  of  institutional  missions  for  postsec- 
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onclavy  education.  We  believe,  and  our  membership  believes,  that 
everyone  benefits  from  a  well-educated  society— from  the  products  its 
prodiices,  the  technologj-  and  arts  it  fosters,  the  increased  earning 
power  and  consequent  tax  revenues  it  yields,  and  the  increased  sophis- 
tication of  the  voting  and  consuming  public  it  develops.  If  we  believe 
that  it  is  better  to  be  an  educated  society,  then  the  price  for  that  level 
Of  eivilixation  must  be  borne  and  shared  equally  by  all  of  iis.  It  is  our 
hope  that  this  committee,  and  the  entii-e  Congress,  will  begin  to  evalu- 
ate tmd  design  student  financial  aid  programs  tor  their  eftectiveness 
in  moving  toward  a  postsecondary  educational  system  that  is  open  to 
all  because  it  is  free  to  all. 
Thank  you  for  your  consideration.  •  , ,  ,  ^  , 

Mr.  O'Hara.  Thank  vou  very  miich.  It  was  all  1  could  do  to  keep 
from  cheering  at  several  points  in  your  testimony.  I  want  you  to  know 
I  heard  t«ns  of  thousands  of  words  of  testimony  but  I  never  heard  any 
witness  put  his  or  her  finger  on  the  salient  points  better  than  your 

testimony.  *         .     .     ,      .        ^.  ■     ,  . 

I  think  we  ought  to  have  this  printed  up  in  quantity  and  sent 
around.  I  particularly  like  your  observation  that  we  ouglit  to  quit 
trying  to  think  of  higher  education  as  an  income  redistribution  system 
aiid  ought  to  start  thinking  more  about  our  income  tax  system. 

.1  can't  find  much  to  criticisde.  Maybe  Mr.  Dellcnback  will  help  me 
out,  but  it  seems  to  ►me  that  you  are  right,  our.  first  goal  ou^ht  to, be 
your  statement  on  page  5 :  "The  best  form  of  stiident  financial  aid  is 
low  or  no  tuition."  ^    x  n  i 

You  also  observe  in  your  statement  that  v/e  ought  to  try  to  ftncl  a 
way  to  promote  greater  efifort  by  the  States.  Those  are  two  tiuints  that 
I  think  ought  to  be  absolutely  clear.  There  is  a  vast  discrepancy 
among  the  States  in  terms  of  the  amount  of  assistance  they  provide 
to  their  yoimg  people  to  assist  them  in  attaining  their  higher  education. 

It  isn  t  as  great  as  it  once  was.  Tlie  gap  has  been  somewhat  closed. 
But  still,  a  number  of  them  leave  something  to  be  desired  in  their  own 
support  of  their  citizens  seeking  a  higher  education., 

I  think  we  do  have  to  find  ways  to  encourage  the  States  to  do  more, 
tinfortuiiatelv,  some  of  the  reports  that  have  been  coming  out  have 
encouraged  the  States  to  do  less.  They  have  encouraged  the  )Jeople 
within  the  States  who  have  been  fighting  low-tuition  education  all 

these  years  to  redouble  their  efforts.  .  i.  i 

That  is,  I  think,  one  of  the  most  disturbing  th.ngs.  That  is  why  1 
immediately  lumped  on  those  recommendations  and  became  very  criti 
cal  and  vocal  about  it,  because  I  didn't  want  to  see  that  kind  of  en 
couragement  given  to  those  who  like  to  cut  back  on  State  appropria- 
tions for  higher  education.    ^        ......  .  \  > 

Mr.  Bkiilet.  We  are  especially  afraid  that  with  the  present  design 
of  Federal  student  assistance,  the  Stated  aie  going  to  start  looking  ttt 
the  Federal  Government  as  a  crutch.  States  will  continue  to  raise  their 
tuitions  and  say,  "O'Hara  is  going  to  increase  the  BOG  this  year." 
We  m  terrified  of  that  possibility  because  the  States  should  have 

esponsi 
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their  tuitions  low. 
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^  Ml'.  O'Hara.  I  sometimes  thought  in  these  programs  an  eligible 
institution  ought  to  1)0  defined,  in  addition  to  tlie  tilings  that  now  are  a 
dofinition  of  an  eligible  institution,  one  that  has  not  raised  its,tuition 
wuce  the  base  date,  whatever  it  is. 


xtr'  ^   ' ~,  " '.  •t^''  I'^luUy,         i.,„ii  iiiii.uMuii»-.t  .-I  j.Hiiiji^yi 

He  are  going  to  make  it  tougher  instead  of  easier.  That  is,  in  effect, 
wlwt  we  Jmve  been  doing,  making  it  harder  for  them.  We  have  got  to 
find  ways  to  get  out  of  that  box. 

One  of  the  thoughts  that  haVe  been  put  forward  over  the  years  on 
this  is  inaybe  wo  ought  to  give  some  money  to  the  States  and  say  give 
•  ^^"'^"^  diflerent  amounts  depending  on  what  their  own  effort  is. 

If  tlieir  own  effort  is  very  poor,  we  don't  give  them  anything,  but 
If  they  pick  up  their  efiort  we  start  to  give  tluiin  something  and  say— 

AVlmt  wo  want  you  to  do  is  this,  create  no  tuition  or  very  low  tuition  onnor- 
unltlos  tor  ymv  residents.  And  we  don't  really  care  how  you  do  tliat.  If  you 
want  to  go  as  California  has  and  build  a  vast  system  of  state  colleges,  state 
luilvei-sities,  community  colleges,  tliat  is  oltay  with  us. 

If  tliat  hasn't  been  the  tradition  in  your  state  and  instead  you  want  to  do  it 
^  some  otlier  way  and  provide  tuition  grants  to  students  who  are  going  to  be  attend- 
lug  private  institutions,  maybe  that  is  olsay  with  us  too. 

But,  by  our  combined  effort,  we  want  to  see  a  system  whereby  the 
t-esidents  of  your  State  can  attend  school  for  uothiiig  or  next  to  noth- 
ing.^ n  hat  would  be  your  reaction  to  some  such  program? 

\  ou  want  a  chance  to  think  that  over,  I  suppose  ? 

Mr.  BEKLE'r.  Yes. 

air.  p'liAiiA.  You  wouldn't  reject  it  out  of  hand  ? 
Mr.  BmET.  Ko,  I  think  we  like  the  idea. 

Alv.  O  Ha«a.  I  forget  when  I  ask  you  that  you  are  speaking  for  an 
organization  and  you  can't  very  well  go  shooting  from  the  hii)!  If  vou 
wei-e  individual  witnesses—— 

Mr.  Beiu^t.  We  would  say  definitely  we  would  support  a  plan  of 
I)roviding  grants  to  States  to  insure  low  tuition  because  that  has  been 
one  ot  our  inandatos  for  7  or  S  years  now.  We  are  pretty  clear  on  that. 

We  Would  strongly  support  a  program  that  Would  include  what 
\yould  bo  incentive  grants  to  the  States  to  keep  tuition  low  or  reduce 
their  tuition. 

Mr.  O'IIaha.  Or  provide  tuition  grants  or  whatever. 

I  am  going  to  let  Mr.  Delleiiback  ask  some  questions.  I  am  keeping 
my  questions  shorter  than  I  sometimes  do  because  we  have  our  f ufl 
coiiiinittee  meeting  today  and  we  have  a  bill  we  want  to  slip  through. 

Mr.  DMLm-MOK.  Wti  have  a  bill  which  Mr.  O'Hara  and  1  are  co* 
sponsoring  to  continue  the  CLEO  program  for  legal  education.  We 
iS^Skckf     *^  through,  othei'wise  it  is  going  to  mean 

I  Join  the  chairman,  Ms.  Broitder  and  Mr.  Berlet,  especially  in 
appreciation  for  your  coming. 
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The  ilmgU  did  go  through  my  mind  when  yon  gave  us  your 
clnvmatic  example  with  the  dolhu'S  dftncmg  on  the  table  that  perhaps 
as  we  frequently  do  with  reports,  we  ought  to  ask  that  the  evidence 

made  part  of  the  veccrd. 

Mr.  Bkklet.  My  boss  would  kill  me,         ,     ,  .  ,         ,  . 

Mr.  I)ku.enback.  Part  of  the  problem  we  face  jomtly  as  we  try  to  go 
forward  with  this,  you  as  representatives  of  students  and  we  who  are 
striving  to  move  forward  in  the  area  of  improving  access,  nnprovmg 
choice  and  improving  quality  and  a  host  of  things  at  the  same  tune,  is 
that  we  have  got  a  job  of  salesmanship. 

Some  of  us  learned  that  in  land  use  plannmg  yesterday  when  we 
were  battering  on  a  piece  of  legislation  we  think  is  important  and  we 
couldn't  persuade  the  majority  of  the  House  it  was  important.  We  lost. 

So  it  is  in  some  of  these  things  you  have  to  do  a  selhng  job  and  a 
fighting  job  for  whei'e  you  would  go.  Those  of  us  who  served  on  the 
National  Comtnission  for  Postsocondary  Education  trymg  to  sort  out 
the  questions  of  just  access  and  looking  at  what  is  happenmg  m 
America,  we  just  don't  have  it  ideally. 

We  luive  really  made  some  significant  strides.  Aiid,^  compared  to 
much  of  what  has  been  we  have  moved  along,  "we"  meaning  the  educa- 
tion system.  But  we  have  got  a  way  to  go  still. 


got  to  happen.  The  idea  of  using  incentives  to  get  

their  programs  with  the  Federal  m  things  lilcc  SSIG  we  are  struggling 
on  right  now  with  the  Appropriations  Committee. 

I  think  you  see  clearly,  but  I  think  it  important  it  be  seen  clear ly 
beyond  just  the  two  of  you  that  it  isn't  just  a  case  of  what  our  sub- 
committee does.  It  isn't  a  case  of  what  the  Education  Cominittee,  it 
isn't  a  case  of  what  the  Congress  does  so  far  as  authorizations  are 
concerned.  , .        , .  .      *  „  *    i  i 

We  can  set  up  a  program  like  BOG,  which,  had  it  been  fully  funded, 
would  have  been  a  difi'erent  situation  today,  which  hicidentally,  ti'om 
the  testimony  given  to  us,  will,  this  coming  year,  make  a  very  sub* 
stantinl  jump  over  from  last  year.  .  . 

Not  only  will  we  move  from  $122.1  million  in  appropriations  to  $4o) 
million  pius  carryover,  about  $40  million,  but  we  will  find  that  that 
will  result  in  substantial  increases  both  in  average  grants  and  in  maxi- 
mtmi grants.  .  ■ 

The  maximum  will  go  from  $400-something  to  over  $1,000.  Ihe 
iiverago  will  go  from  $260  to  something  in  the  $600's  so  that  it  is  going 
to  make  a  very  substantial  move  forward. 

If  we  can  keep  that  momentum  going  we  will  have  made  consid 
erablo  strides.  Right  now,  that  is  in  the  hands  of  the  Appropriations 
Committee,  not  Just  the  authorimg.  .    .  , 

We  have  set  the  limit.  We  have  set  the  program.  It  is  there  alKl 
written  in  the  statutes.  Now  we  have  to  get  the  dollars  to  make  it  wors. 

I  point  this  out  to  you  when  we  talk  about  going  to  a  systein  of  low 
or  no  tuition.  Not  only  do  we  have  to  balance  that  off  scllingwjse 
against  other  uses  of  dollars,  not  just  military  dollars  but^a  host  of 
other  programs,  but  we  would  face  the  question,  if  our  ^'oal  is  to  move 
forward  from  here  in  getting  into  colleges  and  universities  and  other 


242 

postsucondary  oductttioji  institutions,  young  people  wlio  ave  not  in 
those  institutions  now,  or  older  people  who  are  not  in  those  institutions 
now,  if  We  dropped  tuition  todivy  for  all  those  who  are  not  yet  in  insti- 
tutions it  would  be  at  a  great  expense  and  I  am  afraid  that  what  it 
would  do  is  the  cost  would  be  so  great  that  it  wouldn't  increase  tTie 
number  in  institutions  nn\terially  because  it  would  have  to  be  taking 
up  the  slack  on  all  those  who  are  now  in  institutions  and  paying 
tuition. 

You  see  the  point  I  make  on  it  ?  If  we  can  take  the  base  of  that  which 
is  and  say  we  \yill  take  additional  dollars  to  do  something  beyond  this, 
that  is  one  thing.  But  if  we  say  we  are  going  to  change  the  whole 
system  so  that  we  take  the  dollars  and  even  those  who  are  now  paying 
and  can  afford  to  pay  are  to  get  back  every  tiling  they  paid  or  to  be 
relieved  of  future  obligations  to  pay,  that  would  be  a  swamp  if  we 
tried  to  do  it  in  any  degree  of  speed. 

It  would  take  all  tJie  dollars  we  have  and  we  wouldn't  have  increased 
access  at  all.  So,  facing  where  we  are  at  the  present  time,  if  our  goal  is 
to  increase  access,  and  I  feel  very  strongly  about  that  in  a  host  of 
way8— itipome  deprivation,  sex  deprivation,  color  .deprivation,  social 
deprivation,  all  sorts  of  blocks  that  stand  in  the  way— you  see  the 
concern  that  I  express. 

So,  don't  get  set  too  quickly  into  the  third  goal  that  you  set  up  as 
the  panacea.  The  first  two  are  things  that  if  we  can  move  on  immedi- 
ately we  can  move  forward  f  fom  the  present  position. 

^ly  concern  is  about  the  third  one.  However  attractive  it  sounds  in 
words  at  the  moment,  it  could  be  a  morass.  It  could  make  no  forward 
step  at  all.  It  could  be,  at  Worst,  a  backward  step. 

Mr.  Bbrlbt.  We  recognize  our  final  goal,  our  third  principle,  is  a 
lojjg-term  effort.  That  is  why  we  nut  the  other  two  first. 

We  like  to  think  of  interim  policies  as  stretching  across  the  number 
of  years  it  is  going  to  take  to  return  to  a  principle  of  low  tuition  in 
public  postsecondary  education.  It  is  going  to  take  a  long  effort  and 
a  lot  of  money.  We  are  aware  of  that. 

So,  if  we  say  "interim,'*  don't  think  of  it  as  a  dismissal.  We  are  a 
bit  idealistic  about  our  third  goal.  We  hope  it  will  be  reached.  We  are 
realistic  enough  to  realijse  that  it  can't  be  reached  within  the  next 
appropriation  framework. 

Mr.  Dmllenuack.  There  is  one  other  ing  I  would  ask  about.  What 
about  students  attending  proprietary  postsecondary  institutions;  do 
you  think  there  should  be  a  workable,  viable  alternative  for  a  student 
as  well  ns  customary  traditional  higher  education? 

There  arc  a  great  many  who  think  in  terms  of  higher  education  as 
a  place  where  you  want  the  traditional  college  or  university  and  maybe 
even  connnunity  college. 

We  find  ft  vast  number  of  the  iirstitutions  in  the  postsecondary  field 
are  not  in  that  category,  while  tlic  nutnbers  of  students  are  predomi- 
nantly m  the  traditional  institutions.  The  number  of  institutions  are 
two  or  three  to  one  more  in  the  proprietary  institution  field  and  they 
are  doing  very  valuable  work. 

Would  you  see  access  open  for  students  across  the  board  in  post- 
sGcondiiry  institutions,  or  would  you  see  it  only  in  public  ti'aditional 
institutions?  ■ 


o 
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ars.  JiiiouDKfi,  I  would  say  access  saould  bo  across  the  board  but  we 
have  some  real  problems  at)out  the  rights  of  students  m  pmprietary 
institutions.  One  of  tlie  areas  I  think  our  organiption,  and  a  lot  ot 
other  otffanissations,  are  going  to  get  into  so(m  is  investigating  the 
ways  students  frankly  get  ripped  oft  in  those  institutions. 

i  think  ti.ero  has  to  be  some  kind  of  accrediting  system  that  makes 
sense  before  we  just  shovel  students  into  tliose  prograins  and  schools. 

Tiie  other  thing  we  have  to  say  is,  as  an  orgamzation  we  still  do 
have  a  strong  commitment  to  the  idea  of  general  liberal  education  and 
.  while  we  certainly  don't  support  any  kind  of  split  in  thinking  that 
we  indicate  the  proprietary  schools  and  public  postsecondary  institu- 
tions come  out  of  two  ditt'erent  worlds,  we  would  certainly  like  to  think 
both  kinds  of  programs  and  institutions  would  be  about  the  business 
of  helping  to  teach  tlie  public  basic  skills.  .  ■ 

Mr.  Dellbnback.  I  would  say  in  the  first  one.  one  ripoff  is  too  many, 
and  unfortunately,  there  are  many  more  than  that.  The  thing  we  nmst 
be  very  careful  to  keep  clear  though  is  that  there  are  many  fine,  liigh- 
<niality  private  proprietary  schools  and  we  can't  damn  the  whole  group 
across  the  board,  and  I  am  sure  you  don't  mean  to  do  that,  because 
that  would  be  unfair  to  the  institutions  doing  a  good  ]ob,  and  there  are 
a  good  number  of  those.  ,  ,  j   »i.  j 

At  the  same  time,  there  are  a  lot  of  fly-by-mghts  who  just  don't  do 

*^'oiUhe  second  one,  I  would  say  only  this.  I  feel  strongly  that  there 
ought  to  be  freedom  of  choice  in  the  potential  student  and  even  though 
vou  or  I  might,  for  ourselves  or  our  children  or  our  friends,  say  you 
get  a  better  education  doing  it  this  way  in  the  totality  rather  than  the 
-      110W4 1  think  the  greater  principle  almost  is  that  we  have  the  oppoi*- 

tunity  available  and  then  you  have  the  choice.   \  ,  .  j 

If  what  you  wish  to  do  is  study  just  this  skill,  this  technique  and 
that  is  real'ly  all  you  want,  you  don't  want  to  know  about  the  higher 
realms  of  piiilosopliy  or  to  really  study  literature  or  history  or  lan- 
guage, or  what  you  will,  then  even  though  1  may  think  it  may  be 
better  for  any  given  student  to  have  this  background  I  think  we  have 
to  bo  very  careful  not  to  force  our  values  and  our  ideas  on  everybody 

"^Our'  task  as  those  wlio  are  serving  government  should  bo  bent  to 
insure  the  opportunities  are  there,  the  access  available  aiid  the  student 
is  free  to  make  the  choice.  If  that  is  true  then  I  think  wo  have  the 
burden  not  to  try  to  make  it  a  homogeneous  system  that  everything  is 
alike  and  it  doesn't  matter  which  one  you  go  to  but  that  we  really  give 
theju  a  choice,  so  there  is  a  heterogenity  that  is  mosaic  instead  of  a 
blond,  so  it  seems  to  me.  , 

Do  you  have  any  fast  reactions  to  that?  » 

Afs.  BMotrnnK.  Yes.  I  just  want  to  say  1  certainly  wasn't  suggesting 
it  wouldn't  be  opportunity  or  choice  but  with  the  trend  to  career  educa- 
tion and  the  kind  of  discussion  that  takes  place  at  public  policy  levels 
about  the  role  of  postsecondary  education,  I  was  sim|)ly  observing 
that  general  education  isn't  being  given  a  fair  shako  right  now  and 
that  should  bo  at  least  as  much  a  choice  as  learning  skills. 

^;r.  Dkllkxback.  Thank  you  very  much.  1  appreciate  your  con- 
tribution. 

IDociunents  referred  to  follows '.] 
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ISqvhh  KnucAwoN  Oppohtuniiy!  Vm  Wmc  Higher  Education 
A  resolution  adopted  hy  the  tsth  National  Student  Oongreaa  in  196S 

Two  httiulred  years  ago  with  the  growltig  industrial  revolution,  the  movement 
for  free  PHhUc  elementary  ertncatlon  was  instlgatetl.  Technological  advances 
demanded  that  the  general  popnlace  he  hetter  educated  In  order  to  serve  the  wmh 
of  society  and  In  order  to  tnUe  full  advantage  of  the  now  posslhlliMes  provided 
by  man's  genius.  Seventy  years  ago  as  a  result,  of  further  scientific  advances  the 
nation  reallml  the  need  for  a  conconunltant  advance  In  the  education  of  the 
people.  The  Increased  complexity  of  society  meant  that  iwople  had  to  be  hetter 
prepared  to  meet  the  challenges  of  the  new  sc'lence  and  society.  Elementary  cdu- 
cation  was  no  longer  enough.  High  school  education  was  nmde  public  an<l  free. 

In  our  generation,  the  world  has  been  advancing  at  a  far  faster  pace  than  ever 
before  and  thus  denmnds  that  we  extend  public  education  still  furtJier.  Tech- 
nological and  social  revolutions  have  so  computerized  and  complicated  our  com- 
munities that  the  direction  of  them  Is  left  only  In  the  hands  of  the  expert.  Those 
who  lack  the  expertise  to  participate  fully  in  the  denjocratlc  process  and  to  enjoy 
the  benefits  of  the  affluent  society. 

in  addition  t<i  the  personal  loss  an  Individual  suffers  through  the  lack  of 
inaxlnuim  educational  opportunity,  the  society  as  a  whole  suiferft  a  compounded 
deficiency.  Those  not  given  the  opportunity  to  develop  fully  often  become  the 
recipients  of  society  rather  than  the  contributors.  All  iicople  must  have  the 
capacity  to  aid  in  the  direction  of  social  policies  and  have  the  information  to 
eritlclKe  and  pose  altermitlves.  There  Is  no  rational  choice  In  our  day  but  to  ex- 
iMind  the  opportunity  for  full  education  to  all  If  society  Is  to  renmln  critical, 
dyuanile  and  democratic. 

The  USNSA  believes  that  In  order  to  extend  the  personal  development  and 
freedom  of  every  citizen  and  to  extend  the  progress  of  our  nation  and  the  world, 
it  1.S  necessary  to  provide  all  people  with  the  opportunity  to  educate  themselves 
to  their  maximum  capabilities.  To  these  ends,  tSNSA  finds  it  necessary  for  ■ 
society  to  extend  to  every  i)erson  the  encouragement  and  the  opportimlty  for  post 
secondary  education  in  a  day  in  which  rising  world  comi)lexltles  denumd  ever 

if,  l!?r^"""'  expertise  and  knowledge.  Through  n  nationwide  system  <if  free 
public  higher  education  these  goals  can  be  furthered.  At  the  same  time,  liSN.MA 
roeogrilzes  the  value  of  diversity  In  a  system  of  higher  education  and  supports  the 
financial  assistance  of  private  institutions  by  all  levels  of  government.  USNSA 
thus  expresses  Its  support  for  the  establishment  of  free  public  higher  education 
throughout  the  United  States  financed  by  the  local,  state,  and  federal  govern- 

m.uii„'i?»*.*lul*i?.H"}'^'"*'^  furthering  the  freedom  of  the  Individual  and  the 
critical  spirit  which  Insures  a  dynamic  and  democratic  socletv. 


BXTHNMNO  tntt  CONCKl't  OP  FKKE  l»tJ»MO  EotJCA'MoN  VoV&  Mo«B  YKA«S 

(tty  tarry  Friedman,*  President,  tSNSA) 

The  nmjorlt.v  of  students  now  enrolled  in  colleges  and  tmtversltles  were  in 
high  school  in  the  sixties.  Tl  ey  were  largely  isolated  from  the  wldO'Spread  pro- 
test  movement  that  culminated  with  thousands  of  demonstrators  in  Washington 
on  May  Day,  1071. 

*<h:L«*«".!'*!!"'1"'i  1?^^  t?.  coiisidet*  that  most  of  the  presetit  generation  of  college 
n  . '  diree  l.v  involved  in  the  problenjs  and  tactics  of  what  was  then 

called  "The  Movement One  of  the  major  targets  of  student  activism  at  that 
^^"^  *****  university  administration.  The  occupation  of  a  university  presi- 
dents office  OP  the  ndmlnlstration  building  was  a  dramatic  tactic  eonunon  to 
IL*-'""'^!"*  V"i       F^''^'  ^^^^A        predicted  at  that  time  that  students, 

)lP^^yh  '^^^^^         opposing  stjuidi)  on  so  nmny 
issues,  today  find  themselves  allied  in  a  com  mon  struggle. 

..."^♦W*.^  differing  positions  on  questions  of  university  policy  1ms  he* 
w  beside  the  larger  yuestlon  of  the  very  ejilstence  of  the  tuilverslty. 

1  t^^  generation  of  studwits  will  be  the  funding 

crisis  m  higher  education.  Flndlfig  tt  humane,  workable  way  out  of  that  problein 

tfMite,,??4?llSlfo"^e.'^^^^^^^  Waited  states.  Ndtionnl.  Student  Associntloa,  Id  a 

.QUPeas  Colieue.  whi'fe  fie  wuh  n  student  body  oreMideat.  Me  waS  aptive  lii  tfie 
iitfht  to  retain  otten  iitlnu««ion«  pontiles  ut  the  qity  Vnlmailj'  of  Sew  Verk  syatew. 
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will  become  the  preofcniimtlon  uiid  unifying  force  of  all  who  are  ooncorned  with 
the  future  of  education  lu  this  country. 

Our  historic  national  eomuiltnu»nt  to  imbllc  education  ts  threatened,  Its  value 
Is  being  widely  questioned.  Thonuis  Jefferson  said  almost  200  years  ago,  a 
nation  exiKHJts  to  be  Ignorant  and  free,  It  expects  what  never  was,  and  never  will 
be,*'  But  we  have  found  education,  which  Jefferson  pointed  out,  insures  our 
national  freedom.  Is  Itself  far  from  free.      _  ^  ^         ...     ,  . 

Private  colleges  and  universities  are  terribly  ill  financially.  Public  schools  are 
about  to  catch  their  own  coUl  The  cost  of  higher  education  in  recent  years  has 
shot  up  at  a  much  faster  rate  than  the  luiprecedented  Intlatlon  o(?currlng  In  the 
rest  of  the  economy.  The  National  Stmlent  Association  Is  sadly  lu  a  position  to 
document  the  splraling  trend  of  bankruptcies  and  closings  of  member  schools. 

Administrators,  students,  and  faculty  find  themselves  caught  In  pattern  of 
conflicting  denmnds,  none  within  their  cotitrol  They  are  caught  between  climb- 
ing costs  and  fixed  resources,  This  is  a  much  quieter  crisis  than  that  of  which 
student  activists  have  come  to  expi^t  and  Identify  us  problems.  But  It  threatens 
to  do  irreparable  rtann^ge  to  caree».\4,  to  society,  as  well  as  to  our  family  and 
personal  finances. 

For  th()so  whose  financial  position  has  led  them  to  dismiss  with  a  great  yawn 
the  Idea  of  Increasingly  exijcnslve  education,  let  nie  examine  what  the  projected 
social  Impact,  of  both  the  problem  and  some  of  the  .solutioiis,  will  be,  A  mttch 
nun*e  expensive  tuition  structure  means  not  Just  fewer  faces  in  each  ficslunan 
class.  Other  changes  will  take  place  as  well,  . 

The  com!)ositlou  of  the  student  conunnnlty  will  change,  When  the  percentage 
ot  a  family's  Income  spent  oii  edncatlon  increases  dranuitlcally,  critical  questions 
of  priority  innst  be  made,  This  Is  because  questions  of  priorities  were  not  raised 
or  were  raised  too  late  on  the  national  and  state  levels.  It  has  become  a  family 
decision  by  default, 

Obvlotisly,  the  first  group  to  dlsiippear  will  be  the  poor.  Insofar  as  they  have 
been  able  to  gain  entry  at  all  liito  our  system  of  higher  education,  their  role  will 
dimltdsh  drastically,  our  ethnic  minorities  who  have  only  recently  begun  to  be 
represented  on  campuses  in  significant  numbers,  will  quickly  revert  to  token 
participation.  We  are  already  .seeing  this  phenot>ienon  at'some  of  our  tnentbcr 
schools.  Schools  which  three  years  ago  were  in  contact  with  the  national  office 
requesting  assistance  in  organi/ilng  around  third  world  problems,  black  studies 
programsi  Latino  groups,  and  other  minority  Issues  on  campus,  are  now  in 
sigtdficnnt  decline.  At  some  schools,  the  organlsiers  have  been  forced  to  leave 
abing  with  un)st  of  those  they  would  organtsse. 

We  catt  expect  that  the  percentage  of  women,  particularly  from  the  lower  and 
middle  class  families,  will  be  markedly  lower.  If  a  blue  collar  worker  can  now 
barely  afford  to  keep  two  college^age  children  In  school,  and  one  of  them  is 
female,  I  do  not  have  to  be  a  mystic  to  t)redtct  which  one  Is  most  likely  not  to 
return  to  finish  her  degree,  if  tuition  costs  doul)le. 

For  those  who  yearn  for  a  retutn  of  the  Oatsby  era  of  the  20's,  there  nostalgic 
dreams  amy  soon  be  fulfilled,  on  campuses  at  least  College  may  once  again 
become  the  exclusive  donmln  of  the  white  sons  of  the  wealthy. 

This  problem  Is  becoming  critical  so  quickly,  threatening  even  the  most  afiiuent 
colleges  that  It  has  not  gone  entirely  tmnotlced.  There  have  been  several  proposals 
to  alleviate  the  plight  of  the  financially  pressed  university.  In  the  majority  of  the 
prot)osals,  most  of  the  burden  of  Increased  cost  Is  t)luced  ut>on  the  student  and 
his  or  her  family.  If  this  Is  allowed  to  happen*— If  these  proposals  are  allowed  to 
becotne  reallty^the  problem  may  begin  to  solve  itself;  much  smaller  student 
bodies  will  require  much  redticed  facilities.  Education  will  price  Itself  out  of  the 
reach  of  society. 

For  example,  the  state  of  Ohio  ha^  proposed  a  schei^ie  whereby  sttidents  attend* 
ing  public  foiir-year  universities  and  graduate  schools  would  be  forced  to  legally 
obligate  themselves  to  rej)ay  to  the  state  the  entire  amount  of  the  state  coutrlbu* 
tlon  to  tiiat  institution.  Students  at  a  private  college  or  university  would  be  slml* 
larly  obligated,  but  the  amount  would  presuinably  be  somewhat  sfimller.  The 
flmincial  obligation  thus,  incurred  could  easily  exceed  that  of  a  home  mortgage 
and  extend  for  decades. 

Students  do  not  relish  the  idea  of  si>end}ng  their  entire  working  lives  paying 
off  the  interest  on  their  HA,  white  tu'esinnably  setting  aside  something  for  their 
children  to  attend  college. 

There  are  two  other  welbknown  groups  which  have  decently  made  recom* 
meadatlons. 
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The  Coiiunittec^  foi*  Et-'onoinie  pyvdopuient  i$  a  firrbui)  (jomiKmeU  nmfnly  of 
ku»inc>H8ii)en.  It  has  recoiinuiuulud  that  tuition  at  private  colleges  and  uuiver8itie.s 
be  doubled  over  the  next  four  years.  Using  costs  of  1000  and  1070  this  would 
increase  average  tuition  at  a  state  tmiverslty  from  $413  to  $906. 

Going  even  further  down  the  rugged  road  of  increased  tuitions  is  the  Carnegie 
Comnilssion.  After  years  of  study,  with  a  large  staff  and  a  budget  of  millions,  it 
has  suggested  even  more  substantial  tuition  increaseB»  together  with  a  redtiction 
of  the  support  provided  by  the  taxpayers. 

Both  commissions  advocate  a  much  enlarged  system  of  loan  and  grant  aid  for 
the  needy,  but  no  matter  how*  weU*nieaning  that  particular  recommendation  is, 
it  has  been  the  experience  of  the  NSA  that  grant  and  loan  aid  never  increases  as 
fast  as  tuition.  Nor  are  the  criteria  for  those  who  qualify  for  assistance  ade* 
auately  broad. 

At  one  of  our  member  schools,  a  community  college  in  Oregon  with,  what  their 
administration  fancies  is  an  advanced  program  of  student  aid,  average  assistance 
has  increased  each  time  tuition  has  Increased.  However,  at  this  school,  assistance 
has  increased  $4  for  every  $10  increase  in  tuition,  and  fewer  people  have  been 
found  to  (iualify  for  that  assistance  three  years  la  a  row.  We  feel  that  the  promise 
of  vastly  Increased  assistance  is  u  fraud  thrown  to  dull  the  edge  of  the  huge 
tuiHon  increases  proposed, 

l^nese  recommendations  make  good  accounting  but  bad  education.  They  are 
d^>vl.<ied  by  businessmen  who  are  understandably  appalled  when  they  examine  the^ 
ba!ance  bmtks  of  higher  education.  But  we  cannot  apply  the  accounting  pro* 
cedures  and  cost*eifectlve  expectations  In  industry  to  education  and  wind  up  with 
a  system  that  benefits  the  individual,  or  the  society.  We  have  to  reeogni;^  that 
universities  are  special  cases  and,  while  we  want  them  to  be  as  efficient  as 
poHsible,  within  their  budgets,  they  will  never  conform  to  the  financial  expecta- 
tions of  a  protlt«loss  system,  I  find  it  particularly  disconcerting  when  I  hear 
educators  such  as  Clark  Kerr  refer  to  the  "knowledge  industry.** 

Kducation  Is  not  an  industry  and  will  not  follow  the  rules  of  industry.  It  is  a 
separate  system  which  follows  its  own  complex  rules.  The  end  product  may  be 
years  or  sometimes  generations  away.  The  immediate  value  or  damage  of  a  given 
change  may  not  be  possible  to  evaluate  for  years  following  Its  implementation. 
Therefore,  we  must  act  very  carefully  and  deliberately.  We  cannot  churn  out 
educated  individuals  who  will  be  able  to  create  an  advanced  and  humane 
society,  and  to  live  in  that  society^  by  tislng  the  same  methods  that  GM  uses  to 
turn  out  Chevrolets. 

We  must  examine  the  backgrounds  and  the  motives  of  the  men  who  brought 
forth  the  recommendations  of  the  Council  on  Economic  Development,  the  Carnegie 
Commission  and  the  Ohio  Proposal.  These  are  well^^meanlng  men  of  impeccable 
credentials  in  areas  other  than  education.  They  are,  for  the  most  part,  wealthy 
white  businessmen,  more  intelligent  than  most,  but  not  without  the  influences  of 
their  class.  .Many  of  them  are  the  friends  of  the  present  administration  and  share 
the  admlnlf^tratlon*s  economic  views.  They  were  insulated  from  the  pressures  of 
the  recent  catastrophic  Inflation  by  their  relative  wealth  and  insured  income. 
Their  recommendations  are,  in  the  view  of  their  backgrounds^  entirely  pre- 
dlctable.  They  are  also  hopelessly  wide  of  the  mark*  Let  me  state  a  few  laws,  or 
rules  * 

First,  tuitions  only  change  in  one  direction. 

Second^  when  tuitions  increase,  they  always  do  so  much  faster  than  the 
cost  of  living  as  a  whole. 

Third,  financial  aid  never  increases  as  fast  as  tuition.  Those  who  qualify 
for  such  aid  are  never  as  Inrge  a  group  as  those  who  retiuire  it,  and  lieeds  are 
always  larger  than  the  funds  available. 

Fourth,  the  financial  burden  of  higher  education  has  moved  beyond  the 
ability  of  most  to  pay. 

Finally,  businessmen  are  as  equipped  to  Judge  education  as  atheletes  are 
to  promote  shaving  cream.  That  both  groups  have  been  employed  in  such 
diverse  fields  should  not  be  mistaken  for  competence,  much  less  expertise. 
How,  then,  do  we  pay  for  our  literate  society?  The  amounts  of  money  involved 
in  funding  higher  education  are  so  enormous  that  they  could  come  from  a  limited 
number  of  sources.  Indeedi  once  the  amount  involved  gets  beyond  the  budget  of 
the  unitary  family,  there  is  really  only  one  source  for  the  billions  required.  The 
federal  government  must  be  prepared  to  enter  the  funding  of  higher  education  on 
a  massive  and  unprecedented  scale. 
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The  government  Is  not  rtmdy.  Aid  to  education  is  small  and  getting  smaller. 
According  to  the  president's  budget  for  the  next  fiscal  year,  one  billion  dolhir^i 
will  be  available  iu  about  one  million  students  for  loans.  This  Is  a  decrease  from 
fiscal  1074  In  which  the  president  recommended  1.0  billion  to  assist  t5  milUon 
students.  Jt  i«  an  Interesting  reversal  of  assistance  In  the  face  of  splrallng  need. 
That  It  Is  unjustifiable  Is  clear,  though  I  would  ItUe  to  hear  the  oflSiclal  rationale 
for  the  rollback.  ^     ■  .  , 

But  there  are  other  voices.  A  congressman  on  tne  edacatlon  committee  of  the 
House,  William  Lehman  of  Florida,  recently  uttered  the  blasphemous  suggestion 
at  a  public  forum.  He  said,  "I  think,  that  we  shaU  have  to  begin  considering 
whether  we  should  make  a  college  education  free  for  everyone."  It  is  not  an 
untested  Idea.  For  one  hundred  years.  The  City  University  of  New  York  has 
been  entirely  tuition  free  for  residents.  Over  200,000  studetits  are  presently  en- 
rolled at  the  Institution.  Further,  regaining  the  substantial  burden  placed  upon 
students  by  expenses  other  than  tuition,  CUNY  has  an  extensive  program  of  aid 
and  loans  to  cover  books,  room  and  board.  It  has  worked  elsewhere  on  smaller 
scalei!».  This  Is  the  key  to  the  funding  crisis.  If  we  are  to  assume  that  everyone 
benefits  from  a  well-educated  society,  from  the  products  It  produces,  tlie  tech- 
nology, the  arts,  the  Increased  earning  power  and  consequent  tax  revenue,  the 
increased  sophistication  of  the  voting  and  consuming  public.  If  we  assume  that  It 
Is  better  to  be  an  editcated  society,  then  the  price  for  that  level  of  clvlllsiatlon 
should  be  borne  by  us  all ;  ju^t  as  our  defense  budget  and  our  highways  are  paid 
for  by  all  of  our  citizens. 

This  proposal  will  be  described  by  nmny  labels,  many  of  them  the  same  uncom- 
plimentary epithets  Used  to  describe  social  security  when  It  was  first  proposed. 
But  the  government  must  be  forced  by  circumstance  to  enter,  however,  unwlU* 
ingly,  Into  this  urea  on  a  massive  scale.  The  problem  Is  so  staggering  that  no 
other  way  out  of  the  dilemma  exists  in  the  long  run.  I  feel  that  the  debate^  should 
focus  on  the  best,  most  efiuUable  mechanism  for  distributing  federal  government 
funding  of  higher  education.  Whether  by  grants  to  the  schools,  to  the  states,  or 
to  the  student,  a  method  must  be  found  Which  will  level  out  and  reduce  the 
financial  burden  for  all  students,  whether  at  private  or  public  Institutions. 

For  years  Americans  have  committeed  themselves  to  publicly  funded  educa- 
tion through  twelfth  grade  only.  This  committment  was  universal  In  Its  applica- 
tion, and  alas  in  Its  rather  arbitrarily  chosen  point  of  cut«off«  If  at  one  pohit  It 
was  rational,  for  the  needs  of  the  society  and  the  individual,  to  insure  that  each 
citizen  would  receive  a  minimum  of  twelve  years  of  public  Instruction,  should  we 
not  now  re«examine  the  extent  of  that  public  commitment?  In  the  intervening 
decades  has  not  society  become  more  complex  and  more  demanding?  The  vast 
expansion  of  technology  and  communication  has  altered  our  lives  unrecognizably. 
More  is  possible  now*  and  much  more  Is  expected  to  meet  the  challenge  of  tne 
last  quarter  of  the  20th  century.  It  is  long  past  time  that  we  extend  by  at  least 
another  four  years  that  12  year  committment  made  generations  ago.  A  college 
edttcation  must  eventually  be  made  free  to  all  who  can  absorb  It.  We  must 
recognize  that  fact  nhd  begin  structuring  the  distribution. 

t  spoke  to  a  Woman  In  my  oilice  recently  who  was  a  delegate  at  our  last  Na* 
tlonal  Congress.  She  described  how*  In  her  junior  year,  the  receipt  of  .$140 
additional  financial  aid  made  It  possible  for  her  to  go  on  and  complete  her  degree 
She  said  she  could  look  back  at  few  times  in  her  life  when  she  Imd  been  placed 
with  a  truly  pivotal  choice,  but  that  was  clearly  one  of  them. 

The  tragedy  is^  that  there  exist  negative  counter^^parts  to  her  story  almost 
without  number.  Students  who  could  handle  the  work  but  not  the  expense. 
Studenti^  whose  fatnilles  set  aside  enough  money  for  them  to  attend  a  university 
and  who  had  to  leave  school  when  the  amount  required  doubledi  And  there  will 
be  millions  of  new  victims  Of  this  quiet  crisis  in  funding  unless  We  as  a  nation 
act  decisively  and  soon* 


ltfc;40tlON  W  fm  NlXOK  HlOHtStt  libtOATloN*  Bt^tJOfiT 

The  proposed  federal  budget  for  higher  education  in  fiscal  iHIti  accomplishes 
a  linguistic  ballet  when  it  claims  it  ^'continues  the  shift  in  Federal  support  from 
institutional  assistance  to  student  assistance  which  began  several  years  ago/' 

This  is  not  entirely  correct.  This  Is  the  third  year  the  Nixon  administration  has 
attempted  to  reorder  the  futidlng  priorities  In  higher  educatioui  Congress  has 
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vopetitedly  rejected  the  Adininlstrntlon*s  plan  to  place  ma jor  emplmsis  on  student 
aid  through  tlie  Basic  Oppartuulty  Grants  (BOG's)  and  Guaranteed  Student 
Loans  while  eliminating  Supplemental  Educational  Opportunity  Grants,  Direct 
Loans,  and  categorical  programs  such  as  aid  to  Land-Grant  colleges,  university- 
community  services,  and  uiider^graduate  Instructional  equipment. 

Last  year  a  similar  budget  drew  an  overwhelmingly  negative  response  from 
many  legislators  as  well  as  Institutional  groups  and  student  associations.  Con- 
gress rewrote  the  entire  higher  education  budget. 

An  analysis  prepared  by  staff  representatives  of  16  postsecondary  associations 
pmllcts  a  jsrimllar  fate  this  year.  "It  Is  fair  to  assume  that  the  Congress  will 
agnln  rejcnit  proiwsnls  not  In  keeping  with  Congressional  intent,  the  law  as 
written,  or  the  best  Interests  of  the  country  as  the  Congress  views  them,"  said 
the  report. 

Keactlon  from  Capitol  IIlll  Indicates  legislators  are  again  dissatisfied  with 
Nlxon*s  budget,  Senator  William  Proxmlre  (D-Wlsc),  vlce'Chalrperson  of  the 
'.Congressional  .Tolnt  Economic  Committee,  called  for  Increased  aid  to  health  and 
education.  According  to  Proxmlre  the  funds -could  ''easily  come  out  of  the  massive 
fat  and  waste  In  nillltary  proctirement,  excessive  overseas  bases  and  troops,  and 
the  dilatory  and  gokJ'plated  weapons  such  as  the  new  carrier,  the  B-^l  bomber 
and  the       fighter  plane/* 

House  Democratic  leader.  Thomas  (Tip)  0*Neal  of  Massachusetts  called  for 
m»w  ''spending  priorities  to  emphasise  domestic  needs  such  as  education,  housing 
and  health.** 

House  Education  and  Labor  Conimlttee  Chalrnmn  Curl  Perkins  orltlclKed  tlie 
budget  rp(|uest  for  education  saying,  "For  the  third  straight  year  lt*$  Insufficient.** 
Verktiis  added  that  some  of  the  progi  am  ellmhmtlons  were  "violations  of  laws  the 
President  himself  signed.** 

Pei'khis  Is  rofiM*rlng  to  Title  IV  of  the  1072  Higher  Edtmatlon  Act  which  re- 
ntilrcjt  that  National  Direct  Student  Loans.  Supplemental  Educational  Opportu* 
nlty  Grants  and  College  AVork-Study  be  funded  at  a  certain  miiUmum  level  before 
anv  ftinds  are  provided  for  the  Basic  Opportunity  Grant  program. 

Kepresentative  .Tames  G.  0*Hara,  chairpeysnn  of  the  House  SptKjlal  Subcom- 
mittee on  Education,  strongly  protested  the  circumvention  of  the  law.  "On  pre- 
vlous  occasions  the  Congress  has  refused  to  grant  the  executive  branch  a  dis- 
pensation from  following  the  law/*  says  O^Ho-ra,  "I  know  of  no  one  In  or  out  of 
the  executive  branch  who  thinks  that  the  Congress  will  give  such  a  dispensation 
In  this  third  year  of  the  (basic  grants)  program.** 

C*aspar  Weinberger,  Secretary  of  Health.  Education,  and  Welfare,  claims  the 
fiscal  1075  budget  represents  "major  initiatives**  In  education.  According  to  the 
Department  of  HEW  the  student  aid  budget  Is  "a  substantial  Increase  over  pre* 
vhuis  years.** 

But  Charlie  Lee,  an  Influential  education  lobbyist  for  the  Committee  for  Full 
Funding,  charges  the  "substantial  Increase**  Is  actually  "offset  to  a  large  degree 
by  nnijor  ctitbacks  In  other  programs.  Everyone  applauds  $1.3  billion  for  Basic 
Opportunity  Grants,**  says  I^e.  "But  it  doesn't  represent  a  ln,rge  overall  Increase 
m  ftinds/*  Lee  feels  the  Increase  of  $2?2  million  In  the  higher  education  budget 
Is  a  tnoager  sum  when  expanding  needs  and  inflation  are  considered. 

'"The  budget  Is  a  'now  you  see  it,  now  you  don't*  affair  that  shifts  funds  like 
a  shell  ganus**  says  Allan  Ostar,  Executive  Director  of  the  American  Association 
of  Mtate  Colleges  and  Universities  (AASCtJ).  "A  shell  game  without  the  pea/* 
adds  the  Coalition  for  Health  Funding. 

Henator  Warren  Magnuson  (13-Wash)  said  the  budget  "sliiiply  demonstrates 
a  lack  of  real  comndtment  as  contrasted  to  rhetoric/* 

HEW  Secretary  Weinberger  claims  the  Increased  fuiuls  for  paste  Opportunity 
Oratits  will  "help  make  ati  tindergradtiate  education  Jivallable  to  all  students. 
Ouaranteed  sttidenta  loan«  continue  to  be  available  to  defray  the  costs  of  both 
an  undergradMate  and  a  graduate  education.** 

"t*tter  garbaite**  res}>otids  Larry  Friedman,  president  of  the  National  Student 
Association.  "The  eligibility  rcfiulrements  on  Basic  Opporttmlty  Grants  eliminate 
many  students,  and  those  lucky  enough  to  receive  a  grant  will  find  the  average 
anuamt  to  be  a  paltry  .$475.  This  is  an  Instdt,  lt*s  not  enough  to  purchase  text- 
books and  course  material.  Ftirther,  most  banks  are  simply  umvllllng  to  Issue 
Ottarattteed  Student  tioam  especially  to  women>  ethnic  minorities,  atid  the  poor 
who  need  them  the  most.** 

The  adtnfnlstration,  however,  contends  its  budget  will  be  sufficient.  On  page  80 
of  the  HEW  budget  the  *'game  plan**  for  higher  education  Is  revealed.  Citing 
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**tho  increased  availability  ot  loans"  projootea  under  the  Guaranteed  Student 
Umn  iQBh)  program,  the  administration  say8  It  will  "request  no  appropriation" 
for  National  Direct  Student  Loans."  r 

The  lft75  budget  ''anticipates  that  th<^  sey^val  Federal  sttideht  aid  programs 
(principally  BOO's  and  G^L*s>  combined  with  State  and  institutional  student 
asslatunce  programs  will  provide  ndeauate  student  aid  funds  to  r0move  financial 
need  as  a  barrier  to  iw^tsecondary  education.  Therefore,  no  funds  «ve  requested 
for  the  Supplementary  (Educational)  OptK>rtunlty  Grant  Program  or  the  State 
Ijuientive  Grants  Program,  both  authoriy.t*d  by  the  Education  Amendments  of 
li)7a." 

Richard  Tombaugh,  executive  ^tecretary  of  the  National  Association  of  Student 
t'lnancial  Aid  Administrators  Is  not  sure  the  Nixon  plan  will  work.  "We  are  not 
willing  to  accept  the  premise  that  ROG*s  and  GSL*s  should  totally  replace  tlie 
otlier  programs.  I  have  to  restate  for  the  third  time  tlie  need  to  continue  the  pro* 
grams  they  want  to  phase  out."  I'ombaugh  doesn't  want  to  see  the  functioning 
programs  ••go  down  the  tubd  hntll  BOG\s  and  GSI/s  liave  worked  out  their  kinks." 

The  financial  aid  expert  Is  also  wary  of  students  having  to  depend  on  lohns 
Issued  by  private  banks  which  must  react  to  pressures  in  the  money  market. 
••GSL*s  are  not  tt  good  tnvestnient  for  banks  In  the  first  place,"  feays  TombaUgll, 
"and  they  will  be  worse  With  the  prime  Interest  tato  w^hat  It  is  today."  It 
shouldn't  be  a  question  of  funding  either  GSL  loans  or  NDSL  loahs  according 
to  Tombaugh.  **AVe  need  both  programs,  the  GSI/s  are  convenience  loans  to  help 
with  cash-flow  problems  and  the  NDSL's  are  aimed  at  tteedy  students.  They're 
completely  different  programs."  .  mi  .         .  ,i 

liobbylst  Charlie  tee  snys  federal  outlays  for  the  student  Loj\n  programs 
would  not  be  sufilelent  even  If  students  could  find  banks  willing ''to  leitd  the 
nu)ney.  "There  Is  n  great  pool  of  unmet  demtirid  by  approved  and  eligible  stu* 
dents,**  snys  Ivee  who  calculates  loan  funds  will  cover  only  tWo-thlrds  of  the 
appi'oved  loans  needs  of  students  who  qurtllfy.  Allan  Ostar  of  AASOV  Is  worried 
bi^cnuse  "There  are  no  assurances  that  students  will  be  able  to  botrow  mdhey*** 

The  Guaranteed  Studf»nt  Loan  program  j^tlll  has  somfemajot  technical  problems 
to  Iron  out.  Congress  is  presently  considering  vevislng  ellfi^blHty  tequlrementa 
and  the  Office  of  Edttcation  in  HEJW  is  confronting  the  problem  of  collecting 
overdue  debts.  Defaults  Are  increasing  at  sitch  a  rapid  ^ate  thafc*$ll«  liillllon 
of  the  $430  million  budget  request  for  GSL's  will  g6  to  pay  off  deftittlted  loans. 
Because  GSL's  are  'handled  by  private  banks  "this  means  the  government  Is  tislng 
tlie  taxpayer*^  money  to  make  sure  private  investors  make  a  profit,^*  charged 
XSA*»  Larry  Friedman. 

Under  pressure  to  clean  up  the  problem,  the  Office  of  Education  has  been  forced 
to  create  330  new  positions  In  Its  Insured  loan  division  to  "Improve  the  nmnage- 
tuent**  of  the  GSL*s,  Improve  collections  of  defaulted  loans  and  reduce  the  Inci- 
dence of  defaults. 

Nlxon*s  plans  for  federal  aid  to  the  College  Work-Study  have  also  been  crltl- 
ct^ied.  The  administration  claims  "continued  support  of  the  College  Work^'Study 
Program"  yet  It  Is  cutting  the  \Vork*Stutly  budget  by  .$20  million. 

nichard  Tombaugh  Is  concerned  fundings  Is'  being  reduced  for  Work-Study 
When  the  needs  of  Instlttttlons  are  escalating.  "This  year  there  are,  400  more 
thstltutlons"  participating  in  the  Work*Study  program  says  Tombaugh.  He  noteii 
that  even  If  Work-Study  funds  were  not  reduced,  institutions  "wottld  be  •slicing 
the  same  sl«e  pie  Into  smaller  pieces.**  I^ombaugh  thinks  Work*Sttuly  funds  are 
"totally  Inadequate.  The  funding  level  Is  probably  less  than  half  what  Institu- 
tions could  actually  utlltm** 

Lobbyist  Charlie  Lee  polnts  to  other  problems  with  the  proposed  budget.  "The 
.$1.8  million  cut  In  college  teaching  fellowships  will  hurt  graduate  education,** 
.  says  Lee.  "Tlie  administration  makes  a  big  thing  out  of  the  teacher  surplus,  but 
there  are  lots  of  areas  of  actual  shortages  In  specific  disciplines  such  as  bilingual 
edttcatlon  and  education  of  the  hahdlcapped.** 

Lee  is  frustrated  by  the  abandoning  of  the  Stnte  Scholarship  Incentive  Grant 
prograui  af tei*  only  one  year*  "That  pt*ogram  was  funded  with  seed  money  to 
increase  state  money  for  student  financial  aid.**  If  funded,  Lee  feels  the  program 
Would  pay  for  Itself  by  creating  new  sources  of  state  student  flnanclfll  aid. 

NBA  president  Larry  Frledmati  Is  worried  about  the  effect  6f  the  proposed  * 
budget  on  ethnic  mlnorltlesi  "While  there  Is  a  slight  Increase  In  federal  aid  to 
Institutions  educating  large  numbers  of  minority  students,  the  students  them- 
selves are  being  abandoned.*'  Friedman  points  to  tlie  termination  of  Stipplemental 
tlducatlonal  Ot)t)ortuntty  Grants  and  explains,  'Those  grnntis  wer^  desitgned  to 
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lmU»  stnrteiib  wlio  oven  with  other  assistance  pvogmnis  needed  more  money  to 
«et  an  education.  Many  of  these  students  are  ethnic  minorities/*  Auotiier  program 
aimed  at  'Improving  postsecondavy  educational  opportunities  for  the  disadvan- 
taged" is  being  fimded  at  the  same  level  as  last  year  despite  iiitlation  and  in- 
ereased  numbers  of  students  who  could  participate.  Funds  for  ethnle  studies 
have  also  been  terminated  along  with  support  for  University-Commtniity  Services, 
a  program  that  often  teamed  the  tmlverslty  with  tlie  inner-city  to  try  to  solve 
specific  urban  proi)lems. 

tVlednmu  fears  the  Nixon  budget  would  lead  t<i  **the  abandonnuMit  of  our 
country's  traditional  support  of  higiun'  education/*  He  claims  tiie  administra- 
tion's plans  go  baad^n-glove  with  the  tuition  raising  proposals  of  several  pres- 
tigiotis  business  and  education  groups. 

Proponents  of  higher  tuition  say  the  shift  to  direct  student  aid  from  Institu- 
tional aid  will  not  affect  higher  edticatlon  because  the  sauie  amount  of  money 
would  end  lip  in  college  coffers— only  the  route  would  be  different.  Friedman  dis- 
agrees. He  says  It  won't  work  that  way.  '*The  federal  student  assistance  programs 
are  already  Inadeauate  and  they  never  keep  up  with  rising  tuitions.  Studetit 
tlunnclal  aid  varies  with  the  whims  of  bankers  and  legislators  but  tuition  Is 
always  increasing.  There  is  always  a  gap  between  tuition  levels  and  student 
assistance  levels.** 

According  to  Friedman  the  Nixon  strategy  for  higher  education  seems  "calcu- 
lated to  force  middle  income  students  and  their  families  Into  long*range  debt, 
p<itentlaUy  shutting  out  lower*lncome  and  ethnic  minority  students  altogether.'* 

Limiting  access  to  higher  education  would  affect  society  as  a  whole.  Critics  of 
the  Nixon  philosophy  are  worried  that  higher  education  Is  pricing  itself  out  of  the 
reatfh  of  most  people.  Kspcelally  hard-hit  Is  the  working  eUm.  Family  income 
eligibility  guidelines  for  student  financial  aid  shut  out  most  nvlddle  Income  and 
working  class  families  who  are  unable  to  send  their  children  to  college  on 
meager  savings  alone. 

A  traditional  form  of  advanamient  for  working  class  families  has  always  been 
sending  their  children  to  college.  tJnable  to  afford  higher  education  the  children 
wilt  join  their  parents  on  the  asseuibly  line,  Tills  will  Increase  comtietitlou  for 
skilled  and  unskilled  Jobs  that  don't  require  a  diploma,  thus  swelling  tlie  ranks 
of  the  unemployed.  Comi>etltlon  will  then  Increase  between  blue^collar  workers 
ami  the  utiefifployed  for  jobs,  women  and  eth?ilc  minorities  for  scholarships,  and 
middle  and  1(  wer  Income  families  for  student  financial  aid, 

The  poor  rt^sent  Insufllclent  aid  and  the  working  class  resents  n(m*ex}8teiit  aid. 
Polarljjatlon  nml  a  stagnation  of  social  mobility  Is  the  Inevitable  result.  "College 
may  once  ageln  become  the  exclusive  domain  of  the  wlilte  sons  of  the  wealthy,*^ 
warns  Larry  Friedman. 

The  administration  contends  it  Is  merely  trying  to  depend  on  non-governmental 
meebanisms  for  studetit  loans  white  creatlag  a  "Free Market**  in  lUglier  education 
by  targeting  aid  at  students.  .....  ...      *    *  . 

Charlie  Lee  agrees  that  students  "should  be  able  to  vote  with  a  cheek  where 
they  want  to  go  to  school  but  tlie  checks  have  to  be  big  enough.  The  Free  Market 
Uicnjy  works  If*  and  only  If,  the  buying  power  is  suthclent/-  The  education  lob- 
bytst  feels  the  only  way  to  provide  stiffidetit  buying  power  Is  to  ^^fully  fund^'  the 
Higher  Education  Act  of  1972  which  Includes  all  the  programs  Nixon,  wants  to 

^^tk}  also  Is  dubious  of  the  Ideological  purity  of  the  Free  Market  thesis  as 
applied  to  education  funding.  He  has  detected  a  strong  trend  away  from  funding 
catogorlortl  programs  <m  a  mandatory  basts  and  towards  discretionary  funding. 

When  the  federal  government  funds  a  categorical  program  It  must  meet  certain 
federal  renhirements,  The  program  must  be  funded  and  adnttntstered  h\  specific 
ways.  When  these  federal  guidelines  are  violated  Individuals  or  groups  can  tnrji 
to  the  courts  for  help.  This  Is  a  conuuon  way  to  force  states  and  Institutions  usli^g 
federal  funds  to  stop  dlscrtmtnatton  on  the  basis  of  race  or  sex, 

"There  Is  less  court  action  with  discretionary  funds/*  says  Lee,  because  the 
guidelines  are  less  strict  and  often  are  left  up  to  the  state.  '*t)tscretloimry  funds 
can  also  he  <fbanneled  to  specific  congressional  districts  and  states  that  have 
political  Importance*^  adds  tiCe, 

Many  higher  education  groups  have  dcmbts  about  botli  the  philosophical  and 
political  nmtlves  behind  the  administration's  "game  phui**  for  higher  education,. 
The  administration  contends  the  shifting  of  monies  In  the  higher  education 
budget  Is  simply  a  reshulHtng  of  the  financial  deck.  But  Charlie  Lee  sees  sonm^ 
thing  else  tiithecardSi 
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was 


♦»'Minv  ftfo  wiiilim  otit  the  Kennedy  and  Johnson  education  acts/'  champs 


''^Tlul'Stloiml  student  Lobby  (NSI.),  which  fought  for  more  money  for  hlsliei* 


MH irtw  f^^^^  Ret  $203  niimou  lo  iucreaae  loiui  ava^nbmt>^ 

SrdlS  roSS.  the^^^  Student  Lobby  Will  eonceutrnte  this  yeni  ou 

c.)nUnued  Sndlug  (^^     State  ScholftvshlD  Incentive  Gmt.ts  and  iiu-reased  fund- 

^ilSv^'St^^^^^^^^  »'"ve  already  Indicated  they  are  mnvllHnjc 


rne  PcU 


exiSSd  ileas,  "«u  «i  program  he  anthored,  were 

f,dlffnS(l  expressed  cmicern  over  the  "President's  frtlluvc  to 

SoS.se^  ad  "S  h  student  aid  progranis  a«  intended  in  the  law. 

ASild  hoiw  ^  W(mld  respond  liy  ftnidiug  these  programs  in  addithni  to 

'■"LiS'SffiSSIh^^  battle  over  the  higher  education  budget  and  signed 
mJ  AnSLloiS  into  law  after  blasting  legislators  for  ignoring  his 

dans/SSo^rCalremiy  warned  e«luc»to..,  tlmt  he  will  ««ht  hn.ger  and  harder 

i«  v Ir  uX  one  it  proposed  last  year.  Entire  sentences  are  llftwl 

Joni  the  W  1074  budget.  Since  Congress  was  uninipresHcd  with  last  year's 

.•hi>tiu<if  it  iiim  no  reason  to  change  Its  response  this  year. 
Sft  v^^^^^^  Adnilnistration  is  not  likely,  however.  Congress  only 

••wipts  lo  nres^^^^^^^^^  then,  slowly.  The  funds  for  many  student  assistance 
Sgiins  SSi  Sed  oS  of  a  Congr^sslcnial  committee  only  after  Intense  lobby- 

&  ;  l>o£^^^^^  ft'xt  educators.  Funds  were  "'f  l« '^vai  a  de  so  la  e  iu 

lie  "ear  that  student  assistance  programs  were  seriously  threatened.  There  is 

no  i-easoij  to  expect  tlmt  slttmtion  to  lie  any  different  this  year. 

XlXOS'8  l»KOl'OSEI>  1074  DKPBNSK  BUDOEl*  VP  IS  I'KRCfiNr 

»r  muM  hoi>(>  ihat  the  Unw  will  cnm  when  the 
f,J  (III"  mtimtm  In.  our  mmiru  the  mm  mm^'tjt  otns  tanks  una 
btmhWH  ami  new  weanons  «//sfm»."— yenator  Claiborne  Pe  l 

"1i'/c».  It  mmvs  to  supP'x't  fff  Amoi'lmn  mtuoathn  the  rhvtoijo  of  the 
A'^m"«!im^«<s/;•««o>^  U  ftm,  hut  not  the  rem'd,  The  mt'ds  a,'e  there,  hut 
not  the  rf«eri«."— Repi-esentative  .tohn  Bradenms.  ....  ,„,„u,. 

tt  s  easv  to  develop  a  false  perspective  when  glancing  over  the  niultl-millio n 
dollar  rtS^^riti  the  hitJher  education  Inidget.  The  sums  are  so  hu«e  and  over- 

^^'SffSe  began  to  believe  that  higher  education  is  adequately  funded  l>y  tlie 
federal  government,  NSA  Muga'/ine  offers  the  following  cohumrlsons  i 

S  J  cSS  SirolHclal  federfil  budget  documetit  weighs 
contttlus  1072  pages;  the  higher  edticuti(m  section  of  the  lutdget  takes  uii  seven 

^"ffSrlStt  fl«ml  lorr.  budget  for  the  mm;m^t. 

defense  irss  times  the  amoutit  of  moiu-y  rcdttested  for  higher  educatioji  whic-h 

*"Srn?ScR.S'*ii>  the  Department  of  Defense  luidget  over  Inst  year  is  m 
Jill  i  n.  Sis  inci^  alone  is  more  thnn  the  total  amount  of  money  "llocft^ed  to 
til"  Olilce  of  yidumtion  for  pre-sclun.l  through  postgraduate  training.  The  OUtce 

"^lil"neWSoS\ft£^^^^^  of  Defense  budget  is  almost  three  tlme« 

tin*  eiitlVe  federal  outlay  of  funds  for  ttll  phases  of  higher  education. 
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The  cost  of  Olio  Trldoiit  stihnuirlne  t«  $13  billion,  whldi  Is  the  same  amount  of 
money  requested  by  Nixon  to  fund  the  Basic  Ojiportunlty  Grants  (BOO)  program 
for  one  year,  The  BOO  program  will  grant  an  average  of  $800  to  1.6  mtlllou 
students  In  academic  1075-70.  Tliere  are  10  Trident  submarines  planned. 

aiie  $t9  billion  budgeted  next  year  for  U.S.  support  of  the  continuing  war  in 
southeast  Asia  would  fund  all  federal  student  Hnanclal  aid  programs  proposed 
in  tlie  Nixon  higher  education  budget  Including  Basic  Opportunity  Grants,  Guar- 
anteed Student  Loans,  College  Work-Study,  and  Cooiieratlve  Education. 

Tlie  $4r)()  million  allocated  to  l%eep  U.S.  ndlitury  personel  and  bombers  In 
Tlialhind  couhl  fund  the  eiitlre  Guaranteed  Student  I^an  program  for  one  year. 
The  loan  program  reaches  over  one  million  students  with  Httbsidized  loans  averag- 
ing $t2r)()  each. 

The  $23  million  In  the  Defense  budget  to  expand  the  U.S.  military  base  on 
the  island  of  Diego  Garcia  in  the  middle  of  the  Indian  Ocean  Is  almost  six  times 
the  amonut  allocated  by  the  federal  government  to  train  college  teachers  next 
year» 

If  the  federal  higher  education  bttdget  was  cashed  Into  dollar  bills  and  laid 
end-to^ond,  they  would  almost  comiilete  two  round  trips  from  the  Earth  to  the 
M<M)n.  The  Defense  budget  dollars  would  complete  08  round  trips  from  the  Karth 
to  the  Moon:  and  If  placed  in  a  straight  line,  the  military  greenbacks  would 
stretch  over  32  mlllioti  miles  and  reach  all  the  way  to  Mars. 


FiNANCXNO  PoSTSKCONOAUY  lOoUCATlOX  IN  THK  UNITED  STAtKS 

(By  Kathleen  Broader^) 

Prefacing  its  presentation  with  disclaimers  about  bow  much  more  remains 
unlearned,  the  National  Commission  on  Financing  Postsecondary  Education  lssUc.<{ 
Its  long-awaited  reixn't  to  the  President  and  the  Congress— raising  a  plethora 
of  Questions,  but  providing  no  new  answers. 

The  Commission  was  created  In  bite  1972  by  act  of  Congress  and  charged  with 
studying  the  effectiveness  of  existent  atid  alternative  fiimncing  plans  for  post- 
secondary  education.  Their  iindlngs  and  reconunendations  are  smnmarb.ed  In  n 
442-page  document  entitled  Financing  Postsecondary  ISducation  In  the  United 
States*— the  pro^luct  of  a  14-month,  .^1.5  million  research  effort  that  yielded  the 
most  comprehensive  data  base  ever  constructed  for  postsecondary  edticatlon.  The 
retmrt  called  for  the  recognition  of  stndeftt  neaesH  as  the  top-prlorlty  goal  for 
postsecondary  education,  and  for  the  development  of  new  dnanclng  plans  to 
achieve  that  and  other  "national  objectives." 

Contrary  to  the  expectaticms  of  some  legislators  and  educators*  the  Commission 
did  not  give  an  outright  etidorscment  to  any  single  itnancitig  plan,  althour<h  it 
reimrted  that  current  Atmncing  patterns  had  failed  to  accomplish  what  it  de- 
HcHl)ed  as  baste  natloiml  objectives.  Describing  tiie  Anancing  of  postsecondary 
education  as  a  shared  responsibility  anumg  nmny  sources,  the  Commission  con* 
cltiddi  that  at  least  two  measures  would  be  required  to  achieve  these  goals :  a 
complete  overhatd  of  currciiit  financing  patterns  and  mechanisms,  and  an  overall 
Increase  In  the  level  of  monies  made  available  to  tne  postsecondary  enterprise. 

^he  panel  carefttlty  side«stept)ed  the  issue  of  what  Hpeotflo  pro|>osals  might  be 
rmpdred,  and  concentrated  Instead  on  tlie  deVelotmicnt  of  a  mathematical  con- 
struct of  **an  atmlyttcal  model"  designed  to  test  the  impact  of  various  plans  on  the 
achievement  of  national  objectives.  At  a  Washingtou  press  conference  where 
the  report  was  released  Chairman  Donald  Leonard  explained  that  his  panel  had 
decided  early  in  its  research  effort  to  develop  an  analytical  model  for  future 
tmlicymaking  In  the  field  of  educational  finance,  rather  than  to  ''put  forward  a 
♦laundry*llst*  of  programs  for  the  t'ederal  government  to  finance."  But  the  Com- 
mission's amdysis  of  eight  alternative  proposals  Sseemed  to  favjr  the  controversial 
approach  suggested  by  the  Committee  for  l!}conondc  Development  last  October--*^ 
Increased  ptibllc  school  ttiltlons  and  decreased  state  approt^riatlons^  cottpled  with 
increased  Federal  funding  for  student  aid. 


^  *KttthU»f^n  lij*oiuloj»  u  fiduotttiouftl  Atfalea  Difcotor  of  tUd  t*.Si  Natloaal  Siadeat 
Atfmitttiou. 
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THK  IMPACT  OP  BXIBTKNT  PlNAyCIKO  PATTERNS 

In  its  final  report,  tlie  OounntsHlon  said  that  the  prerequisite  for  evaluating 
either  existent  or  proposed  flnaneing  phuis  was  the  establishment  of  national 
objectives  for  postsecondary  education.  It  proposed  tlie  adoption  of  eight  HtKfli 
objectives,  with  student  access  the  top  priority  among  them.  According  to  the 
report,  access  means  that  **each  individual  should  be  able  to  enroll  in  some  form 
of  postsecondary  etlucation  appropriate  to  that  person's  needs,  capability  and 
motivation."  The  Commission  also  concluded  that  under  current  financing  pat- 
terns, access  as  a  national  objective  had  not  yet  been  accomplished.  It  cited  four 
nmjor  categories  of  evidence  In  support  of  its  conclusion. 

With  regard  to  family  income  level,  the  report  noted  that  the  participation  of 
18  to  24  yeu^olds  in  the  **under  $10,000"  bmcket  was  less  than  half  the  rate  of 
participation  for  the  same  age  group  in  the  *»over  $10,000"  bracket.  The  Commis- 
sion was  quick  to  add,  however,  that  family  Income  was  not  the  only  significant 
determinant  In  young  iHJOple's  decision  to  participate  In  educational  programs 
beyond  the  high  school  level,  and  suggested  that  rigid  secondary  school  tracking 
was  the  "single  most  controllable  factor."  ,  , 

The  report  also  noted  that  the  participation  rates  for  some  racial  and  ethnic 
minorities  fell  far  below  national  averages  for  other  Americans.  Study  also  Indi* 
cated  that  women  were  umlerrepresented  In  postsecondary  education— compris- 
Ing  51%  of  the  18*  to  24-year-old  population,  but  only  44%  of  undergraduate  and 
30%  o£  gradmite  enrollments.  Finally,  the  report  noted  that  with  respect  to  the 
gtM)graphlc  location  of  Institutions,  Individuals  residing  In  snmll  metrjOpolltan 
areas  were  better  served  than  persons  living  In  either  rural  or  large  metropolitan 
areas.  ,       ■  ^ 

Two  of  the  Conunlsslon's  other  proposed  national  objectives  are  also  student- 
oriented,  and  directly  related  to  the  access  concept.  Student  choice  was  defined  to 
mean  that  every  Individual  should  have  a  "reasonable  choice"  among  the  institu- 
tions to  which  she/he  is  accepted.  Including  adecptate  financial  assistance  The 
absence  of  such  reasonable  choice  Implies  restricted  access.  Student  opportunity 
hupltes  that  students,  once  enrolled,  should  have  available  to  them  the  ne(»essary 
academic  counseling  and  support  to  enable  them  to  complete  their  particular  edu- 
cational objectives,  In  measuring  the  degree  of  accomplishment  of  both  objectives 
to  date,  the  Commission  stressed  the  dlfttculty  of  firm  judgments  in  the  absence  of 
adequate  information.  In  analyislng  student  choice,  the  Commission  suggested 
that  further  research  was  needwl  to  provide  a  better  understanding  of  the  "Inter- 
active processes  of  admission,  financial  aid,  and  enrollment."  Data  compiled  In 
the  public  nnd  private  sectors  Indicates^  however,  that  Mudents  who  are  admitted 
to  some  form  of  postsecondary  education  are  proportlotmtely  dlstribtited  accord^ 
tug  to  income  level  throughout  the  entli»e  collegiate  enteii)rtse.  Achievement  of 
student  opportunity  was  more  difficult  to  assess,  because  program  completion  waa 
viewed  by  the  panel  as  an  Inadequate  criterion  for  measurement,  particularly  for 
jiersons  enrolled  In  ocjcupatlonally-orlented  programs  or  Institutions;  the  panel 
did  conclude  that  cost  of  attendance  In  itself  did  not  appear  to  be  a  controlling 
varlabl^in  program  completion. 

Other  national  objectives  designated  by  the  panel  Included  i  educational  diver-* 
slty  In  support  of  the  changing  Heeds  of  individuals  and  the  society;  institu- 
tional excellence  in  Instruction,  research,  public  service,  and  other  learning 
opiwrtunltles;  Institutional  Independence,  or  the  freedom  and  ilexlblllty  to  meet 
their  educatlwml  goals}  Institutional  accountability  for  the  effective,  efflclent 
usb  and  reporting  of  financial  and  other  resources!  and  adequate  financial 
resources  to  meet  designated  national  objectives.  ^  ^  ... 

In  the  Commission's  evaluation,  current  financing  patterns  liave  not  substan- 
tially contributed  to  the  achievement  of  these  objectives.  Educational  diversity 
in  support  of  a  pluralistic  society  was  once  a  characteristic  of  American  post- 
secondary  education,  said  the  report,  but  has  been  eroded  In  recent  decades  by 
••an  important  trend  toward  homogeneity  of  puriKJsc  among  collegiate  Instltu- 
ti'ons.*>  While  there  may  be  a  diversity  of  program  offering  Avlthln  Institutions, 
there  Is  little  diversity  of  missions  among  Institutions.  To  the  extent  that  most 
institutional  assistance  has  taken  the  form  of  "unrestricted"  rather  than  "ear* 
nmrked"  monies,  the  Conunlssiou  concluded  that  current  financing  patterns  have 
not  particularly  encouraged  the  development  of  unlnue  institutional  missions. 
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111  evnliintiiH:  InstUutioiinl  excellence,  tUe  Commission  took  notice  of  vnrlons 
sulilal  £um  tf  rS  m^S  towufds  the  IniDroveu.ent  of  teaching  ami 
iS  ic  ffi  It  WHS  nearly  iniposslb  e  to  niensure  tl  eli 

f^e^JtrifVcXice  be  eontlnncrt,  as  the  seavch  Itsolf  will  encourage  the  effort 

of  the  hui.act  of  cHi-ront  fhuuu,lns  strategies  on  instlUV; 
tioii  I  I  IS  eiulS  resnlted  in  the  conelnslon  that  an  institution's  capacity  for 
Sevil"  its  S  Roals  was  more  likely  to  lie  Inrtuenced  hy  the 

iirovlillnB  resonrces.  In  reviewing  the  entire  i)ostsecomlary  enter- 

S  ls\  t he  clSn^rnxmUX  that  while  some  ''^f  ty^X.^^IhiSS'ttS 
flnancial  ilisti-ess,  the  various  sectors  are  not  yet  cxi>eriencing  flnantial  (listless 
to  S  «reat  &e  It  warned.  However,  tliat  a  continuation  of  cnrren  linancing 
imtterns  would  be  likely  to  produi!^  such  distress  across  whole  sectors.   

Tlie  was  considerably  more  decisive  in  assess  ng  tlie  achievement 

of  i  stltut  0  Jac^^  eouciudlug  tlmt  ;Mnany  of  «»J 

mi!  S  »ow  required  for  the  efWolent  and  effective  nllocatlon  ( f 

Sour'S  I  1 complex  InstltutioHs  and  for  the  determination  of  post. 

i  fi-v  J^l  are  uot  readily  available  and  those  that  are  aN;«llab  e 

aii  0  widely  used."  JTor  that  reason,  the  panel  urged  tlie  expansion  and  main- 
teaance  of  tlie  data  base  it  had  created,  and  proiwsod  a  series  of  ijnlform  pro- 
for  use  m  a  natiouwide  basis  lu  determining  tlie  annual  "per-student 
costs"  of  providiJig  an  education  at  various  kinds  of  institutions.  In  addit  on.  tlie 
Commission  recommended  Hiat  additional  flnancial  supiwrt  be  provided  for 
m!Si  efforts  aimed  at  creating  and  disseminating  now  techniques  and  metUtids 
for  improving  institutional  accountability.  .  ,  ^.  ...i..  i 

li  coiicluding  its  analysis  of  current  ftnnncing  patterns.  «ie  Commission  arr  ved 
at  the  unsurprising  coudusUni  that  while  nmny  sources  slmre  tlie  responsibility 
for  funding  postsecolidary  etlucation.  tlie  total  amount  of  resources  now  ntiule 
available  falls  short  of  what  Is  recpiired  to  accomplish  all  of  the  objectives  cited 
bv  the  Commlssioii.  Beem.se  ttcliiuving  all  of  the  objectives  cited  would  reduire 
reaiignmenta  in  flnancing  patterns  over  a  tierlod  of  time,  and  because  iiostsecond- 
S-y  education  would  have  to  compete  with  other  '4mportatit  pttbl  c  funetlon^^^ 
for  It^i  share  of  available  resources,  the  Commission  also  concluded  that  prlorltie.** 
must  be  established  among  the  various  objectives,  and  alternative  flnnncing  plans 
analyssed  for  their  probable  effectiveness  In  meeting  the  top-priority  goals. 

'I'm  J.M1>ACT  of  AIA'BUNA'MVK  l'UOt'OBAt.8 

The  kev  sections  of  the  commission's  report  revolved  around  the  development 
of  Its  analytical  model,  aufl  Its  application  to  eight  alternative  funding  st^ieines. 
The  analvtieal  model  itself  contuitis  ten  major  elements,  including  such  factors 
as  the  aforementioned  objectives  and  criteria  to  uieasure their  accomplishment,  as 
sumptions  about  the  role  of  postsecondary  education  In  a  changing  society,  financ- 
ing meclmnisnis  to  carry  out  the  tiolicles  implied  by  the  objectives,  and  methods 
for  estimating  student  response  to  changes  In  linancing  patterns. 

Tlie  Cominis.si()n  suggested  that  any  ftnaJieing  proposal  cotild  be  "r«n  through 
or  measured  against  the  niwlel.  and  evaluated  on  its  capability  for  achteyUig 
established  goals.  While  urging  that  legislators  adopt  these  or  similar  aniilytlciil 
tools,  the  panel  warned  that  their  own  model  still  had  some  deflclencies.  For 
instance  it  said  that  there  was  InsulHcient  Information  available  to  predict  how 
institutions,  would  resiwnd  to  changes  In  flnandng  patterns  (e.g.,  wotild  Institu- 
tions increase  tuittoim  or  slash  progratuj*  In  respouat!  to  decreased  state  annroprl- 
atlons  for  Instituttonttl  aid'/).  Neither  could  the  analytical  motel  Incorporate 
such  political  factors  as  the  dynamic  of  seeking  addltlojml  student  assistance 
monies  from  Federal  or  state  legislatures.  . 

The  panel  Illustrated  the  model's  operations  by  npiilytna  it  to  eight  aUerimtiye 
linancing  plans,  each  representing  a  combimiHon  of  policy  choices  about  the 
"recipient  n*!.  assistance"  (e.g.,  student  or  Institution  or  both)  and  assumptions 
about  the  primary  "beneficiary"  of  postsecondary  education  (I.e.,  Individual  or 
society  or  some  combination  of  the  two),  as  a  method  of  determining  who  shoiitd 
bear  the  primary  costs  involved  In  Its  provision. 

Kven  at  this  juncture,  the  Commission  made  no  recommendation  of  any  one 
plan  over  the  others,  tout  a  earftful  reading  of  its  flmllngs  indicates  that  ojrty 
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one  of  thoflKht  would  both  sul»Htantlttlly  Inomisu  ncoess  for  iH'ovloiK^ly-vpti-Ujtinl 
irrouim  and  nm*t  rln-  crltorlii  of  slianKl  msi)ouslblUty.  That  proposal,  Plan  Is 
Miuilhir  to  tht»  OKI)  appvoaoh,  and  would  c»all  toy  lnonuisu8  iu  publlo  school  tul^ 
tlous  to  tho  level  of  50%  of  educational  costs.  AVJiUe  its  effect  would  be  to  lower 
eurolluients  in  the  pul)Uc  colle«late  sector  from  those  currently  projected  for 
1U80,  It  would  also  increase  enrollments  iu  the  private  colle«:late  and  noncollcKla  e 
sectors,  Coupled  with  increased  Federal  funding  for  student  aid  pro«rau)s,  this 
proposal  wotild  prcMuuably  Increase  the  eurollnieut  percentages  from  lower* 
Income  groups  (In  support  of  student  access) ;  it  would  also  aifect  a  better  inU 
of  students  throujshout  all  sectors,  thus  supporting  tlie  goal  of  student  choice, 
The  CNanndssiou's  choice  *)f  objectives  stacked  the  deck  against  Its  other 
alternative  proposals,  "Shared  resiH»nslblllty"  ruled  out  plans  that  allocated  the 
nuanclal  Imrdeu  solely  to  students  and  tlietr  families  or  to  state  ami  Federal 
xoverument  (e.j(.,  the  equivalent  of  tuition-free  public  institutions).  Student 
ucecHS  precluded  plans  whlcli  would  Increase  enrollments  from  nuddle-income 
jcroups  more  than  froui  tower-income  j^roups.  On  the  grounds  that  increased  access 
Wfmid  also  necessarily  re(i«lre  Increased  tuitlonal  costs,  plans  tlmt  allocated  all 
public  support  to  students  (U-  all  public  support  to  lustltutions  wotdd  be  similarly 
disquallticd.  The  process  of  elimination  leaves  only  Plan  B— and  its  spectre  of 
splralluii  ttdtioa  charges, 

I'HK  IMVACT  of  TUG  KRCOUT 

Uesponso  to  the  Connnlsslou*s  report  in  Washington  was  guarded,  and  could  be 
iierlmps  best  (lescrll)ed  as  *'danuu»d  by  faint  praise/*  Most  conunentatovs  took 
tl)»»ir  eite  from  the  Commission  Itself,  applauding  the  paners  development  of  a 
e<mU)rel>enslve  data  base  and  analytical  tools  for  use  in  future  legislative  efforts. 


and  liarelv  coui-ealing  tlielr  relief  that  the  report  had  not  overtly  reconnueuded 
nnvthlng  at  all  beyond  refinements  In  research.  Dr,  Hdmund  Gleaner,  presldeut 
of* the  American  Association  of  Community  and  Junior  Colleges,  emphasiml 


job  of  uatherin«  data"  but  hedged  on  evaluating  the  report's  value,  He  will  call 
«oon  for  hearings  on  the  Comndsslon*s  report.  Other  educators  expressed  their 
nt)provnl  of  the  group's  efforts,  to  compile  previously-unavailable  data  and  develop 
systenmtic  procedures  for  using  Ifc  as  the  basis  for  policy-making. 

(Mm  )u»table  exception  to  the  chorus  of  weak  praise  was  a  statenuMit  l»y  the 
American  Association  of  State  Colleges  and  Universities  (AASCtJ),  which  has 
been  at  the  forefront  of  efforts  to  head  off  tuition  increases,  AASCU  challenged 
the  (!ommlssion*s  assumption  that  increases  in  ^•tlldent  aid  are  the  same  as  de* 
creases  In  tuition  as  far  ns  their  impact  on  entojiment  patterns  are  <;oncerned. 
'IMuit  generalissation  constituted  a  significant  element  in  Its  analysis  of  various 
financing  plans.  "Such  a  statement  disregards  the  danger  inherent  in  raising  tui- 
tion," said  AASOU,  and  falls  to  consider  "the  uncertainty  of  available  student  aid, 
which  dependi^  on  the  annually  shifting  priorities  of  bureiuun^Us,  Congressmen 
and  private  lenders."  Tlie  AASCU  positio!i8  correspoiids  closely  to  the  NSA  belief 
that  the  best  form  of  student  asslstatiee  is  low  tuition. 

It  is  dlfflcult  to  judge  what  effectr-lf  any— the  Commission's  report  will  have 
on  Cungressioiutl  legislative  efforts  In  the  area  of  postsecondary  finance.  Some 
Washington  sources  Insist  that  the  struggle  over  financing  htts  already  sliifted 
away  f rcmi  the  national  to  the  state  level,  where  many  leftlstatttres  are  currently 
contemplating  both  increased  tuition  charges  and  decreased  institutional  aid  for 
public  colleges  and  universities.  If  that  trend  continues,  the  Congress  may  find 
Itself  forced  into  a  defensive,  rather  than  offensive,  posture  when  It  fimiUy  under* 
h\\m  ieglslrtti(»n  In  the  fimuice  area--compelled  to  undertake  ma&&ivtt  student  aid 
legislation  jufc^  to  pick  up  the  slack  created  by  state  actions.    \  '  , 

Such  a  turn  of  events  would  be  both  ironic  and  traglc--ironic  because  the 
Congress*  supposed  intent  In  creating  the  Comndssion  was.  In  part,  to  facilitate 
a  deliberate  and  knowledgeable  renvorking  of  tlie  interfatie  between  Federal 
and  «tate  financing  programs  .  i  .  tragic  beeausie  the  Congress  ha^  never  proved 
itself  to  he  tmrticularly  effectual  in  ai)proprlatlng  adequate  funds  for  student  a  d 
tirogranis  in  a  timely  fashion.  And  yet  that  begins  to  look  like  a  highly-probably 
«ceaarlo  for  tlie  next  yearj  tlie  state  legislatures,  pressured  by  competing  con- 
^ttltnencies  and  programs,  will  begin  to  cut  appropriations. for  Institutional  aid 
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nnrt  hike  tnltlotis  uh  u  eompeiisatoiw  moasuve,  TUon  the  Fedeml  govewunent  will 
be  forced  to  come  up  with  nmsslve  increases  lii  funding  for  student  aid  pro- 
graliiSi  just  to  prop  up  tbo  flcnuiderlng  postaecoudary  enterprise,  The  €onunls- 
slon'^  final  report,  for  all  of  Its  analytical  soplUsflcatlou  and  statistical  detail, 
may  turn  out  to-be  nothing  but  the  *1ast  Imrrah/* 


Stuiwnts  Can  Find  SmoNo  Auaiis  Aoainsi*  Hiojikk  Tuition  in  Laiiou  Unionb 

If  your  state  legislature  is  coutomplatlng  a  tuition  increase,  and  you*re  look* 
Ing  for  **natural  allies'*  in  the  upcoming  legislative  battles,  look  to  the  labor 
unions  in  your  area.  Organised  labor  has  emerged  as  one  of  the  nmjor  forces  in 
the  fight  to  save  low  tuitions  at  puhllcly%supported  institutions  of  higher  educa- 
tion, Recommended  increases  in  student  charges  in  the  public  postsecondary 
sector  have  come  under  sharp  attack  from  the  major  unions,  many  of  whom  ; 
have  already  launched  state  lobbying  ettorts  to  liead  otf  proposed  tuition  hikes, 

**Flrst-generatlon**  students  comprise  the  bulk  of  enrollments  at  state  colleges 
and  universities  today.  Distorted  visions  of  what  constitutes  a  middle-level  in* 
come  in  an  era  of  rising  inflation  threaten  to  price  Workers  and  their  children 
out  of  the  education  market  entirely.  Massive  increases  in  tuitions  would  **shat* 
ter  the  hopes  of  workers  to  Insure  that  their  children  have  the  advantages  of 
higher  education"  says  AFI^CIO  President  George  Meany.  '*We  do  not  believe 
that  the  price  of  higher  education  8h<mld  be  starting  life  under  a  mountain  of 
debt/* 

Organised  lalmr  and  the  student  community  cleaWy  share  the  same  concern 
about  rising  edneatlonul  costs,  and  can  also  share  in  the  growing  national  effort 
to  hold  the  line.  Particularly  on  the  state*wlde  level,  students  can  conudhnent 
the  lobbying  efforts  the  unions  !mve  already  initiated.  Conversations  with  labor 
spokespersons  In  Washington  indicate  that  many  labor  loe^.ls  and  Veglonals 
would  welcome  the  support  of  students  \i\  lobbying  the  state  legislatures  cttr- 
rently  considering  increases,  Tlie  unions  have  the  contacts,  the  history  and  the 
expertise  to  lobby,  locally  and  natiojmlty,  Students  can  supplement  their  efforts 
through  petition  campaigns,  research  and  mobilliiing  their  own  lobbying 
delegnHons, 

As  Rep.  James  G.  O'Hara  (D-Mlch.)  said  In  responwe  to  the  CED  Report:  ♦•It 
is  time  to  blow  the  whistle  on  the  growing  tendency  of  the  rich  to  nmke  grand- 
lose  plans  to  aid  the  poor  with  the  money  of  the  middle  elass.*^  Local  student 
associations  should  contact  organiased  labor  groups  in  their  cities  and  states, 
and  find  out  what  they  are  doing  and  how  they  cotild  utlU;«e  student  assistance. 

Mr.p^HAKA*  Oiw  second  Avitnep*?  is  itw  Robert  Pitclicll  who  is 
executive  director  of  the  National  University  l5xtension  Association. 

Mr.  PitchelPs  primary  interest  is  it:  the  problems  part-time  students 
have  With  the  gi*ant  programs.  Mr.  Piichell,  we  would  be  very  happy  to 
hear  f  rem  you»  i    ^  f 

STATEMEKX  01*  ROBERT  ar,  mOHBLl,  EXECtlMVB  DIRECTOR, 
MlONAt  tJ»lVERSltY  EXTEMSIOH  ASSOCIATION,  ACCOMPA* 
MIEB  BY  JUDY  SOHVB,  RESEARCH  ASSISTANT  AND  mT-TIME 
STUDENT 

PiTcMBtL.  Mv.  Ohairniaii,  f  have  with  mo  Judy  Schubj  who  has 
served  as  my  research  assistant  last  year  on  a  major  study.  She  is  a 
pai*t-tim6  student  and  will  be  able  to  give  technical  assisivtnce  on  any 
questions  you  or  members  of  the  comnuttee  might  havci 

Mi\  Chairman,  student  assistance  grants  under  title  IV  oi  the 
Higher  Educatioh  Act  were  intended  to  be  made  available  to  all  eligi- 
ble students,  whether  full  time  or  part  time.  Basiic  grants  were  to  bo 
made  directly  to  students  5  supplemental  grants  to  institutions  for  their 
discretional^  application  in  accordance  with  appropriate  regulations* 
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It  is  unfortuutttely  ivm  that  all  eligible  stnclehts  have  not  been  able 
to  obtain  grants  under  the  basic  grants  program  since  the  passage  of 
the  act.  In  particular,  part-time  students  as  a  class  have  been  denied 
basic  g^rants  because  oi  restrictive  language  in  the  appropriations  acts. 

The  Office  of  Education  does  not  have  data  available  on  the  number 
or  proportion  of  part-time  students  who  have  been  denied  supplemen- 
tal grants.  As  you  will  note  from  the  data  presented  below,  the  chances 
are  high  that  the  number  of  part-time  students  who  have  been  awarded 
supplemental  grants  is  low. 

It  is  evident  not  only  from  the  actions  of  Congress  but  also  from  the* 
attitudes  and  actions  of  many  well-meaning  pereons  in  postsecondary 
education  that  tliey  consider  part-time  students  mnvorthy  of  serious 
consideration  for  student  aid. 

At  best  they  are  considered  to  be  worthy  only  after  refjular  full-time 
students  have  been  fully  satisfied.  The  impression  persists  that  part- 
time  students  are  not  seVious  in  their  motivations;  are  interested  pri- 
marily in  courses  such  as  flower  arranging,  French  and  Chinese  gourv 
met  cooking  and  .other  less  academic  subjects;  are  not  as  competent  as 
regular  students  or  tlmt4  in  any  case,  most  adults  taking  part-tmie  w6rk 
are  wasteful  of  acadeinic  resources  because  they  are  not  interested  in 
pursuing  and  completing  a  degree  program. 

During  the  past  year,  I  have  been  privileged  to  serve  as  chairman  of 
a  special  committee  of  the  American  Council  on  Education  on  financ* 
ing  postsecondary  education  for  pait-time  students.^ 

The  repoit  of.  that  connnittee  was  published  last  week  by  ACE.  In 
the  course  of  our  yearlong  study  we  esiamined  all  of  these  questions  in 
considerable  detail.  I  belieVe  that  we  put  together  the  most  significant 
array  of  data  ever  compiled  on  this  subject  and  We  invite  your  careful 
attention  to  that  documentation* 

We  demonstrated^  for  eicample,  that  part-time  students  arc  older,  are 
mostly  omployed— three-fourths  in  the  labor  forcc--have  equal  or 
more  serious  motivations  in  terms  of  subjects  taken,  drop  out  With  less 
frequency*  Imve  equal  intellectual  ability  and  more  accrued  experience 
to  profit  from  exposure  to  academic  learning,  and  achieve  as  well  as 
or  better  than  full-time  students  in  academic  performance* 

The  committee  report  concluded  that  J 

The  stereotype  ot  the  pai't-ttttie  student  compared  to  the  fuU-tlme  .student, 
wlitch  Is  often  shared  by  floiidemicluns  and  publitf  funding  agencies,  luis  rib 
validity* 

When  faced  with  this  evidence,  some  peoi^le  respond  that  part-time 
students  arc  employed  and  therefore  are  not  in  financial  need,  soit  does 
not  nuike  any  difference.  Here,  too,  the  evidence  suggests  a  contrary 
conclusion.     *  \ 

When  mea^sured  ill  terms  of  family  income,  according  to  census  sur- 
vev  data  in  1069,  ?B  percent  of  full4ime  students  had  family  income 
of*  less  than  $15,000  coiupared  to  77  percent  of  part-time  studehts,  or 
four  percentage  points  more  for  part-time  students* 

This  gap  Widened  in  1972  When  62.3  percent  of  full-time  students 
had  family  income  of  less  thaiV  $16,000  m  contrast  tb  72*4  percent  of 
l>ai;t*thne  students,  or  10»2  percentage  points  more*  ^ 

'  I  '^i^itiancYtttf  t»rt8t**iirte  StH(knt8--1*he  Now  Mnjovlty  lii  l*08t«odondafy .  titlucrttloH.*' 
AiUttltUUl  Couhcil  oil  MUdfttion,  At>f 11  1074. 
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The  evideneo  suft'ests  that  many  students  are  going  to  school  part- 
thno  not  for  frivolous  reasons  but  because  tliey  are  too  poor  or  have  too 
many  family  obligations  to  attend  school  on  a  full-time  basis  even  with 
access  to  a  wide  range  of  Federal,  State  and  local  student  aid  programs. 

One  can  ask,  ^Why  can't  part-time  students  find  other  sources  of 
financial  assistance?"  The  truth  of  tl\e  matter  is  that  there  is  wide- 
spread, massive  discrimination  against  part-time  students  in  Federal 
and  State  student  aid  programs,  social  security  benefits,  institutional 
tuition  rates  and  financial  aid  programs,  and  income  tax  provisions. 

For  example,  only  four  of  28  States  with  needs-based  student  aid 
programs  provide  any  eligibility  for  part-time  students.  And,  inciden** 
tially,  Mr.  Chnirman,  wo  made  a  few  teleplmiie  calls  the  other  day  in 
preparation  for  this  testimony  to  some  of  the  States  that  have  begun 
these  programs  and  they  have  hardly  heard  of  part-time  students,  even 
though  they  are  eligible^  so  that  the  lilcelihood  is  even  in  those  States 
where  they  are  legally  eligible  they  are  probably  very  few  who  are  able 
to  get  the  aid. 

Only  one  State  provides  equal  funding  for  part-time  and  full-time 
students  in  institutional  aid  formulas.  In  a  recent  survey,  only  12  of 
23  reporting  States  provide  any  public  funds  for  off-campus  credit 
students. 

Collegiate  institutions  participate  in  tins  pattern  of  discrimination ; 
69  percent  of  4-year  institutions  charge  liigher  tuition  fees  for  part- 
time  students  and  84  percent  of  all  institutions  deny  student  aid  to 
part^ime  students  completely,  re^ijardless  of  funding  source. 

At  the  Federal  level,  only  full-time  students  are  efigible  for  social 
security  survivor^s  and  retiree*s  educational  benefits  past  the  a^  of  18* 
SimilaHy,  employed  part-time  students  who  are  denied  eligibility  for 
student  nid  pay  taxes  on  tlieir  incomes  witliout  deductibility  for  edu- 
cational expenses  unless  the  educational  activity  is  directly  Worlc  re- 
lated^  while  full-time  students  are  exempt  from  taxes  on  their  student 
aid  payments. 

We  thus  have  the  anomalous  situation  of  two  students  in  law  scliooL 
for  example,  one  going  on  a  full-time  basis  and  receiving  a  package  of 
$4,000  in  basic  and  supplementary  grants  plus  institutional  aid  pay- 
ing no  taxes  on  that  income,  and  another  student  working  at  n  reffuhir 
job  but  going  to  school  on  a  part-time  basis,  on  the  same  gross  basis, 
paying  taxes  on  his  taxable  income. 

Mr.  Chairman  and  members  of  the  committee^  what  all  this  adds  up 
to  is  a  serious  question  of  equity  not  only  for  the  part-time  students 
currently  enrolled  but  also  for  those  who  have  been  unable  to  enroll 
because  of  inadeqmite  financial  resources. 

If  one  admits  to  tlie  need  for  equitable  treatment  of  part-time  stu- 
dents, the  specter  remains  of  a  horde  of  such  students  applying  for 
basic  grants^  thereby  drying  up  available  funds  or  costino'  additiottal 
billion's  of  dollars. 

This  matter  woitld  be  more  urgent,  if  the  current  BOG  ot*o^r»m 
was  oversubscribed  and  the  resources  of  the  Federal  Government  were 
being  strained  to  the  limit.  We  are  all  aware  that  very  substantial 
protnotional  efforts  were  necessary  this  year  just  to  expand  m  psti-^ 
mated  $66  million  of  the  $122  million  appropriated,  at  a  time  when 
almost  five  million  part-time  postsecondary  students  were  denied  (»v«»n 
the  right  to  apply  for  grants. 
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Beyond  tlmt  nnoinalotts  situation,  opening  np  tlie  basic  grant  pro- 
I'ani  to  part-timo  stutliints  cun'ontly  enroUed  Avonld  not  be  equivalent 
tpening  "    "    ^  'J-—'   sunsi,. 

fa  An  iin 


gl«  _  ^,   

to  opening  tlie  floodgates  of  fiscal  irresponsibility. 


tune  collegiate 

full-time  course  load.  «         ,  . 

The  1972  censrs  data  demonstrate  that  ^8.2  percent  of  part-tnne 
students  in  postsecondary  education  participated  in  only  one  course 
or  activity  during  the  year  and  only  2.4  percent  participated  in  hvo 
or  more  courses. 

These  data  indicate  that  under  current  authoriziitions  tew  currently 
enrolled  part-time  students  would  meet  the  requirement  of  halftiine 
enrolT  : lent  for  grant  eligibility.  ,   ,  „ 

Tlie  real  question  before  tliis  committee  is  whether  all  part-tune 
students  in  degree  credit  programs  should  be  eligible  for  basic  grants 
regardless  of  course  load  rather  than  on  a  halftime  basis  oiil;y. 

^Hiny  persons  pursue  degrees  over  long  periods  of  time  while  they 
remain  wage  earners  and  taxpayers.  Should  they  be  denied  equal 
eligibility  for  basic  grants,  if  they  are  in  need,  just  because  they  do 
not  pursue  their  educational  goals  in  the  lock-step  of  a  4-year  full-time 
degree  program  ?We  would  hope  not.  ,      .,  .i.         ,  . 

If  all  part-time  students  were  to  bo  granted  eligibility  tor  basic 
grants  using  the  same  eligibility  criteria  as  for  full-time  students, 
there  would  still  not  be  a  stami)ede  of  applicants  nor  a  drain  of  funds,, 
especially  in  the  collegiate  community. 

Our  estimate  is  that  the  full-time  equivalent  for  part-time  students 
in  tlie  collegiate  sector  is  1,100,000  students  or  approximately  one- 
sixth  the  total  of  full-time  students.  If  the  same  proportion  holds 
true  throughout  the  postsecondary  community,  the  cost  ot  full  equity 
in  the  basic  grants  program  would  be  less  than  20  percent  more  than 
the  cost  of  a  grants  program  restricted  to  full-time  students. 

Mr.  Chairman,  based  on  these  considerations,  I  would  urge  the  com- 
mittee to  consider  three  changes  in  grants  programs  under  Title  IV 
of  the  Higher  Education  Act!  , 

1.  Language  should  bo  inserted  in  part  A,  stibpart  1,  relating  to 
basic  grants  to  insure  tliat  all  students  who  qualify  for  basic  grants 
mule r  the  authorisation  are  able  to  receive  them  to  the  limit  of  the 
appropriation.  Specific  language  should  be  included  to  insure  that  no 
student  or  class  of  students  can  be  denied  access  because  of  restric- 
tive language  in  the  appropriations  act. 

2.  Similar  languajge  should  be  inserted  in  part  A,  subpart  2,  relat- 
ing to  supplemental  grants,  with  additional  language  to  remove  tho 
disci'etiotirti'v  power  of  institutions  to  deny  grants  to  any  student  or 
class  of  students  on  any  basis  other  than  need  as  defined  in  the  statute 
and  regulations.  ^  ,    ,    .     .   ^        , . 

The  practice  of  supposedly  responsible  institutional  officers  arbi- 
trarily discriminating  against  one  class  of  students  on  wholly  irra- 
tionai  grounds  should  not  be  tolerated  in  this  day  and  age,  especially 
when  public  funds  are  involved.  .       4      ,  , 

The  demands  bv  some  institutional  ofHccrs  that  they  must  have 
discretionary  power  over  student  aid  funds  to  put  together  a  "pack- 
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age*'  of  aid  tailored  to  the  needs  of  individual  students,  however  meri- 
torious, and  I  do  l)fclievo  it  is  a  meritorious  system,  is  wholly  irrele- 
vant to  whether  a  student  is  part-time  or  full-time. 

Student  aid  packages  can  be  put  together  for  part-time  students 
in  need  as  well  as  for  full-time  students  similarly  situated.  School  of- 
ficials should  not  have  the  authority  to  arbitrarily  exclude  any  class 
of  students  except  those  who  do  not  qualify  under  the  law. 
o.  Part  A,  subparts  1  and 2  should  be  amencled  to  enable  all  part-time 


for  grants  in  proportion  to  the  course  load  taken  instead  of  tor  a 
mininiuin  of  a  half-time  course  load. 

While  those  clumges  Avill  not  remove  all  of  the  discrimination 
against  part-time  students  in  postsecondary  education,  they  will  repre- 
sent a  giant  step  in  that  dii'ection.  It  will  be  a  step  for  wliich  inilUons 
of  AnuM'ioans  will  be  grateful. 

Mr.  Chairman,  I  deeply  appreciate  this  opportunity  to  appear  before 
the  committee  on  thi.s  nuitter  of  great  importance  to  the  American 
people.  I  would  br  happy  to  answer  any  question  any  member  of  the 
committee  may  have. 

Ml*.  OIIaka*.  Thank  you  very  nnich,  Mr,  Pitchell.  Perhaps  you  could 
tell  us,  in  the  traditional  collegiate  setting  of  15  credit  jiours  per 
semester  being  considered  a  normal  load  and  120  hours  for  graduation, 
what  constitutes  a  full-time  student  and  a  part-time  student?  What  is 
the  breakoff  point? 

Mr.  PiTCHKLL.  I. think  under  Federal  regulations  the  determination 
is  generally  up  to  the  institution,  but  mostly  it  is  12  undergraduate 
credit  hours  and  8  graduate  credit  hours,  seminar  hours. 

Mr,  O^Haua.  So  it  is  your  impression  that  for  most  institutions  in 
the  traditional  collegiate  framework,  12  hours  is  full-time  for  the 
undergraduate? 
Mr.  PiTCMELL.  Right. 

Mr,  OIIaka;  So  under  your  proposal  for  proportionate  assistance, 
if  someone  at  one  of  tliose  institutions  was  taking  0  hours  they  would 
be  considered  halftimp. 

Mr.  PiTrnm.ti.  Generally  speaking}  yes*  sir. 

Mr.  O'Haka,  And  so,  if  you  said  halftime  students  wore  eligible 
you  would  be  talking  about  someone  who  is  taking  at  least  6  hours? 

Mr.  PiTciiKix.  Ves.  Tn  some  places  they  would  say  nine. 

Mr.  O^Kmw.  Wotild  halftime  be  nine  ? 

Ml*.  Pi'rcttKi.L.  tn  some  cases,- but  nu)stly  it  would  be  six. 

Mr*  O-Haha.  Then  if  you  want  to  go  'below  that  you  are  talking 
about  people  who  are  taking  loss  than  0  credit  houi's. 

Ml*.  PiTctiKLL.  Occasionally,,  as  for  evening  schof  \  sttidents  are 
taking  one  course  instead  of  two  or  three;  sometimes  taking  two,  some- 
times three.  Many  evening  college  students  are  just  as  serious  as  atiy 
other  student  in  the  regular  program  will  be  shifting,  depending  upon 
circumstances,  one,  two,  inaybe  three  c(nirses. 

Mr.  O-IlAttA.  You  said  that  three-quarters— I  think  that  was  yotu* 
t(5stiinony— of  the  part-time  students  in  some  survey  were  found  to  be 
workuiir  in  the  labor  force. 

Mv.  Vvivtm.tu  Yes,  sir;  that  is  the  Census  Bureau  survey. 

Atr.  O'flAaA,  AVhen  vou  say  '*in  the  labor  force,-^  1  don^t  believe  you 
arc  referring  to  people  who  are  full-time  mothers,  housewives,  ct  cetera. 


students  in  degree  credit 
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I  think  a  fnir  pefcoDtugo  of  the  remainder,  probably  a  major  part  of 
tlio  remainder,  would  be  persons  who  are  engaged  full  time  in  the 
process  of  rearing?  a  family. 

Mr.  FiTCHEi.t.  It  may,  very  well  be.  The  percentages  are  higher  m 
certain  institutional  settings. 


our , 

time' employ 
.child  rearing?. 

Mr.  PiTCHELL.  I  think  so.  Dependnig  upon  how  you  define  post- 
secondary  education,  there  are  many  people,  roughly  around  15  per- 
cent or  so,  wlio  take  additional  course  work  for  personal  reasons. 

Mr.  O'Haiu.  Maybe  you  have  a  few  others  who  are  people  who  have 
a  health  problem,  or  for  one  reason  or  another  are  not  able  to  go  to 
school  full  time  even  though  they  are  not  employed  nt  the  same  time. 

Mr.  PiTCHELL.  Mostly  they  are  employed. 

ISlv.  O'HauvV.  I  found  myself  in  such  a  situation  during»part  of  my 
collegiate  career,  where  I  couldn't  go  full  time  and  I  wasn't  work- 
ing, but  there  is  a  special  circumstance  in  evei-y  case,  either  they  are 
working  or  they  have  a  problem  of  some  kind  that  is  preventing  them 
from  attending  full  time. 

Under  those  circumstances,  I  question  whether  most  of  them  could 
qualify  under  the  various  income  tests.  It  is  one  thing  to  say,  yes,  the, 
family  income  of  part-time  students  is  approximately  the  same  as 
the  family  income  of  the  full-time  student,  but  the  part-time  student, 
I  would  imagine,  for  the  most  part  would  be  classified  as  independent 
students,  wliefeas  the  family  income  of  a  Jot  of  the  full-time  students 
would  be  the  family  income  of  dependent' students. 

And  the  t«sts  for  qualifying  in  an  income  sense  for  these  programs 
are  different  for  the  independent  and  the  dependent  student.  I  very 
much  doubt  hardly  any  would  qualify  for  help. 

I  think  you  make  the  point  that  not  many  woud  qualify. 

Mr.  PrrcMtiLL.  I  said  not  many  Would  qualify  under  the  halftimo 
load  rather  than  on  the  income. 

Mr.  O'Haiia.  I  think  under  the  various  income  tests  practically 
none  of  them  would  qualify.  One' would  have  to  run  a  sample  and  try 
to  find  out.  -  „ 

Mr.  Pi'i'cTititi..  My  own  judgment  would  be  many  of  them  qualify, 
particularly  those  who  have  their  own  families.  At  the  beginning  of 
their  career  mnnv  of  them  go  back  to  school. for  additional  education 
aft<}r  they  get  married  and  find  that  lack  of  education  is  hurting  them. 

We  have  some  very  good  data  on  the  number  of  such  persons  who 
come  back  to  improve  their  job  status,  their  economic  potential.  Many 
of  them  are  verv  poorly  paid  and  are  coming  back  precisely  because 
of  low  income.  'They  have  a  wife  and/or  family  to  suppoit  and  it 
seems  to  me  they  would  qualify  on  family  income  for  themselves  and 
thcii*  family  and  are  precisely  the  people  who  need  some  help;  in  fact, 
more  so  than  many  of  the  full-time  students  whose  parents  qualify 
with  income  in  the  upper  limits  of  the  eligible  brackets,  $12,000  to 
$18,000,  whereas  many  of  these  other  people  are  at  $6,000  and  $8,000 
and  are  working. 
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But,  in  any  oaso,  I  just  foel  thorc  in  list  bo  u  sonso  of  equity  hero 
ovou  if  the  niunber  is  lOO^OOO  or  SiOO^OOO  in  the  country.  If  the  need  is 
juoro  serious  for  some  jMirt-tinie  students  than  otlier  full-time  students 
it  would  siuun  to  nio  hoing  unfair  to  exclude  arbitrarily  all  piirt-tinio 
students  ref?ardlcss  of  need  in  favor  of  full-time  students,  not  rejfard* 
letfs  of  need^  hut  at  least  up  to  a  ceitain  level  of  need  as  defined  by 
both  statiUe  and  regulations. 

In  other  words,  it  is  the  exclusion  of  those  who  may  be  in  need 
regardless  of  the  numbers  that  disturbs  us  ^^reatly.  if  the  need  is 
«^reater  and  they  are  working  liard  and  paying  taxes  on.  Avhatever 
niconu>  they  have  and  they  are  being  denied  access  to  the  student  aid 
program  arbitrarily  \vithout  any  consideration  of  their  need  in  rela- 
tion to  other  students,  then  it  would  seem  to  nic  that  we  have  an  in- 
equitable situation. 

Mr.  OUaiia.  I  think  it  is  inequitable  but  I  am  not  sure  how  much 
this  action  would  do  to  help  it.  1  tWrk  you  are  making  a  good  point 
and  I  accept  that  point,  that  it  is  ih  ^  itable  for  those  who  find  them- 
selves in  this  sitiuition  where  they  otherwise  would  qualify  for  the 
assistance. 

Air.  PmuiKLL.  May  I  give  a  few  cases  ? 

Mr.  OllAiiA.  I  ain  not  sure  how  many  thei^c  are. 

Mr.  PrroHKLL.  My  association  happens  to  believe  in  this  and  we  en- 
<;ourage  our  eniployees  to  take  alditional  work  to  improve  them- 
selves in  their  job  or  improve  thehiselves  pet*sonally. 

Mr.  CHaha.  Presumably  yon  are  paying  them  enough. 

Mr.  PrrcHELL.  We  pay.  Last  year  we  had  a  young  minority  group 
woman  who  had  a  yomm  child  to  subpoit,  had  some  ADC  money,  but 
wanted  to  improve  herself.  She  could  not  afford  it.  She  was  being  paid 
4iround  $+/>00  a  year.  She  had  a  clerical  job* 

She  wanted  to  learn  bookkeeping.  I  went  before  my  association  and 
•asked  them  to  pay  for  the  cost  of  lier  education  on  a  part-time  basis. 
iShe  went  in  the  evening.  That  kind  of  person  is  the  person  who  is 
^arbitrarily  excluded  from  this  program* 

We  did  pay  for  her  additional  work. 

Mr.  O'Hawa.  I  don't  have  the  family  contribution  schedule  before 
rme  but  I  have  got  a  hunch  that  she  would  be  arbitrarily  excluded  by 
the  family  contribution  schedule  even  if  she  weren^t  by  the  denial  of 
'.assistance  to  part4ime  students. 

Let  me  assure  you  you  have  to  be  destitute  in  order  to  get  anv  help, 
or  very,  very  close  to  it.  For  an  independent  student  it  isn^t  quite  so 
hard  as  for  a  dependent  student,  but  for  the  independent  student  you 
really  have  to  be. 

Mr»  PrrciiELL.  Perhaps  we  might  suggest  that  independent  student 
who  is  in  a  situation  like  this  should  qualify  at  least -as  well  as  the 
dependent  student  because  their  need  appears  to  be  quite  strained. 

Mr.  O'HAitA.  That  has  been  one  of  our  problems  when  we  reviewed 
the  family  contribution  schedules;  it  is  very  difficult  -for  them  to 
qualify* 

I  thank  you  very  ntuch.  As  you  know,  we  have  this  full  committee 
meeting  at  10 180  atid  we  do  have  two  more  witiicsses.  We  would  like 
very  much  to  hear  our  next  two  withesses. 

The  next  witness  will  be  Mr»  Jerry  S»  Davis,  who  is  research  associ- 
ate of  the  Southern  Regional  Education  Board*  Mr*  Davis^  we  would 
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like  to  hear  your  testimony  before  we  have  to  go  to  the  full  committee 
meeting. 

STATEMENT  OF  JERRY  S.  DAVIS,  RESEARC!?  ASSOCIATE,  SOUTHERN 
REGIONAL  EDUCATION  BOARD,  ATLANTA,  aA. 

Mr.  Davis.  Since  our  time  is  short  I  will  try  to  do  it  as  quickly  as 
possible. 


by  noting 
,  the  Southern  Re- 
not  be  interpreted 
un  rviu:v.nw„r.  «».vi,v.  kj^^^ua^  pollcy  01'  persuasiou. 

While  I  am  interested  in  all  financial  aid  progrtim^,  my  comments  ^ 
today  concern  the  Basic  Educational  Opporturiity  Grant  program.  I 
want  to  do  two  things :  One,  to  report  on  some  research  we  completed 
which  indicates  that  the  formula  lor  distributing  Basic  Grant  dollars 
will  not  effectively  achieve  the  results  I  think  Gongress  intended  and 
two,  to  proi>ose  a' new  formula  which  is  more  likely  to  achieve  those 
t'osuUs,  as  well  as  accomplish  some  additional  goals. 

Otu*  recent  study  of  student  financial  aid  needs  and  resources  for 
undergi  aduates  in' the  14  SREB  States  provide  the  data  for  most  of 
what  follows.  AVhile  the  data  are  based  on  the  1971-1972  academic  year, 
the  factors  considered  in  the  report  do  not  rapidly  change  over  time, 


financial  aid  available  fi'om  all  sources  toward  meetmg  that  need. 
Almost  $400  tnillion  of  those  dollars  are  available  through  the  Fed- 
eral institutionally  based  programs  and  the  guaranteed  loan  programs. 

Without  Federal  Government  programs  our  students  would  be  in 
dire  straits.  Because  of  the  ways  ni  which  fimuicial  aid  is  distributed 
among  students  and  institutions  and  because  of  the  ways  in  which 
.■students  of  different  financial  circumstances  distribute  themselves 
among  institutions  of  varying  costs,  there  is  a  need  for  an  additional 
$35iO  million  in  financial  aid  to  enable  Just  the  students  who  are  cui'- 
rcntly  enrolled  to  reasonably  aft'ord  their  educational  costs. 

I  estimate  that  at  least  another  $100  million  wottid  have  to  bo  made 
available  in  oi'der  for  all  qualified  persons  who  so  desire  to  j)articipate 
m  sotne  foi'm  of  postsecondary  education.  So,  in  our  region,  we  are 
talkiUf?  about  a  financial  aid  problem  which  approaches  a  half -billion 
dollars.  ; 

The  data  foi-  our  study  are  summarissed  in  table  1.  You  will  note  that  • 
tlie  percentages  of  students,  need,  financial  aid,  and  additional  aid 
roqtttred-'-'Or  unmet  need—vary  considerably  by  institutional  types. 

For  example,  students  at  the  4-year  public  colleges  have  onlv  49 
percent  of  the  total  need  but  have  access  to  56  percent  of  the  total  aid 
which,  consequently,  leaves  them  with  37  percent  of  the  unmet  need 
jproblem. 

[The  table  referred  to  follows  i] 
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)ll.MENT.  AQGREQATE  FINANCIAl  NEED,  AVAILABLE  FINANC(y\L  AID,  AND  UNMET  NEED.  BY 
INSTITUTIONAL  TYPES,  FULL-TIME  UNDERGRADUATES.  SREB  STATES,  1971-7a 
(Dollar  amounts  in  tnllllonsr 


Enrollment 

Financial  need 

Available  aid 

Unmet  needs 

Institutional  type 

Number 
<tnoU' 
sands) 

Per* 

cent 

Amount 

Per- 
cent 

Amount 

Per* 

cent 

Per* 

Amount  cent 

55.8 
19.9 
17.5 
2.2 
4.6 

$534.60 
348.82 
140.06 
28.15 
37.59 

49.1 
32.0 
12.9 
2.6 
3.4 

$454.33 
228.72 
108.01 
18.27 
19.45 

54.8 
27.6 
13.0 
2.2 
2.4 

$126.85  37.4 
136.93  40.4 
43.15  12.7 
3.10  2.9 
19.G0  5.6 

100.0 

lr089.22 

100.0 

828.78 

100.0 

339.03  1C0.0 

Hr.  Davis.  On  the  other  hand,  4-yeai'  nonpublic  college  students 
have  32  percent  of  the  need,  access  to  28  percent  of  all  available  aid, 
and  over  40  percent  of  the  unmet  need.' 

,This  brings  us  two  problems  to  which  new  aid  programs,  regardless 
^yP®'  should  be  addressed.  They  should  supplement  existing 
aid  dollars  and  complement  their  distribution—or  fill  in  the  current 
gaps  in  financial  aid.  The  BOG  program  meets  the  first  criteria,  but 
hot  the  second. 

We  estimated  that  a  fully  funded  BEOG,  under  the  current  family 
contnbution  schedule  and  the  maximum  formula  would  have  gener- 
ated $715  niillion  in  aid  for  these  students.  The  Avay  this  aid  would 
have  been  distributed  is  displayed  in  table  2. 

[The  table  referred  to  follows :] 


TABLE  2.-DISTfilBUTI0N  OF  BASIC  GRANT  AWARDS  UNDER  FULL  FUNDING,  BY  INSTITUTIONAL 

TYPES,  SREB  STATES 

(Amounts  in  millions 


Institutional  type 

.  Baste 
grant  amount 

Percentage 
of  grants 

Percentage  cf 
^  aggregate 
financial  need 

54.0 
21.5 
17.2 
2.4 
4.9 

49.1 
32.0 
12.9 
2.6 
3.4 

100.0 

100.0 

Mr.  Davis.  Fifty-four  percent  of  the  basic  grant  aid  dollars  would 
have  gone  to  4;ycar  public  college  students  who  have  only  49  percent 
of  the  need.  While  82  percent  ot  the  financial  need  is  experienced  by 
4-year  nonpublic  college  students,  they  would  have  received  onlv  22 
percent  of  the  grant  dollars.  I  will  show  you  why  this  is  so  in  a''few 
momeiits,  but  let  us  first  compare  the  distribution  of  institutionally  - 
based  Federal  aid  dollars  with  the  basic  grant  distribution  under  full 
funding. 

This  coiiiparison  is  offered  in  table  8.  You  will  note  that  the  distri- 
bution of  these  dolltirs  more  closely  corresponds  to  the  distribution  of 
need  than  does  the  distiihution  of  basic  grant  dollars  under  the  full- 
funding  condition. 

{Table  8  follows!]  . 
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TABLE  3.--.PERCENTAGE  DISTRIBUTION  OF  INSTITUTIONAUY-BASED  FEDERAL  STUDENT  AID.  ESTIMATED  BASIC 
GRANT  AID,  AND  AQGREQATE  FIN ANCI AL  NEED,  BY  I  NSTlTUTION At  TYPES,  SREB  STATES 


Institutional  typa 

institutionallv 

based  programs 

! '  isio 
grant  aid 

Aggregate 
financial  need 

  48.8 

.    35.3 

 :::::::::::::  HJ 

54.0 
21.5 

2.4 
4.9 

49.1 
•  32.0 

12.9 
2.6 
3.4 

.   lOO.O 

100.0 

100.0 

Mr.  Davis.  To  give  you  an  estimate  of  the  impact  of  BEOG  dis- 
tvibwtion  scliedule  on  hiiancial  need  in  our  region,  table  four  shows 
how  unmet  need  would  have  been  distributed  if  all  Federal  nistitu- 
tionally  based  moneys  had  been  awarded  by  the  BEOG  formulas  in 
1971-72. 

Instead  of  having  ii  percent  of  the  unmet  need,  the  nonpublic  col- 
lege students  would  have  had  ai  percent  of  the  umnet  need. 
[Table  4  follows:] 

TABLE  4.-UNMET  FINANCIAL  NEED  UNDER  INSTlTUTIONALLY-BASED  FEDERAL  STUDENT  AID  PROGRAMS  AND 
BASIC  GRANT  PROGRAM,  BY  INSTITUTIONAL  TYPES,  SREB  STATES 

(Dollar  amounts  In  millions] 


Institutionally  based  programs 

Basic  grant  aid 

Institutional  types 

Amount 

Percent 

Amount 

Percent 

 $126.85 

:;:   135.93 

13.10 

  19.00 

37.4 
40.4 
12.7 
3.9 
5.6 

$116.04 
168.27 
29.75 

33.9 
49.6 
8.8 
4.5 
3.2 

  339.03 

m.o 

339.02 

100.0 
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Mr.  Davis.  Before  you  think  I  am  building  a  case  for  mstitution- 
ally-based  Federal  aid  and  more  support  for  nonpublic  mstitutions, 
let  me  say  I  am  not.  I  am  buildhig  a  case  for  students,  for  their  free- 
dom of  access  to  and  freedom  of  choice  among  postsecoudary  educa- 
tional opportunities.  ^       ^  \ 

The  data  here  seem  to  indicate  that  a  f  ully-tunded  BEOG  program 
under  the  current  schedule  would  help  needy  students  into  postsec- 
oudary education.  However,  the  institutions  many^  would  be  forced 
to  choose  would  be  the  low-cost  community  and  junior  colleges  or 
public  vocational-technical  schools.  .        .  . 

Beginning  a  postsecoudary  education  at  one  of  these  institutions  is 
good  if  the  student  has  the*  opportunity  to  continue  to  a  4'year  in- 
stitution if  he  so  desires.  If  most  Federal  aid  is  distributed  under  tlie 
current  BEOG  formula,  the  low-mcome  student  is  likely  to  be  unable 
to  atl'ord  to  transfer  and  continue  his  education. 

I  believe  that  low-income  students  should  have  the  financial  o))- 
portmiitv  to  attend  private— generally  higher  cost—institutions  if 
they  so  desire.  The  enrollment  of  such  students  at  private  college  is 
imtWtant  to  the  survival  of  these  institutions.  .     .  . 

The  private  colleges  have,  incidentally,  enrolled  proportionately 
more  low-income  students  than  have  4-year  public  colleges  since  1960. 
I  don't  want  that  historv  inhibited.   

Tills  is  particularly  important  in  our  region  since  the  private  black 
colleges  enroll  over  one-fourth  of  all  black  students  who  at-e  etu'olled 
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ill  pnstsccondary  education.  Over  two-thirds  of  these  students  come 
from  families  with  loss  than  $6,000  annual  income.  . 

I  want  to  turn  now  to  sonu^  examples  of  how  a  fully-funded  BEOG 
program  under  the  current  formula  might  affect  student  educational 
choices.  Table  five  offers  some  ^^options**  for  students  f  roni  three  differ- 
ent f  tunily  income  circumstances. 

The  family  contributions  are  based  on  the  median  income  in  the 
interval  and  an  assumed  averajge  2.5  dependents,  one  of  whom  is  in 
college.  The  .  CSS  need  analysis  system  contributions  schedule  was 
used. 

Wc  have  also  assunied  a  student  self-help  contribution  of  $475 
per  year  from  siimmer  and  term-time  earnings.  This  is  about  average 
for  our  region,  ,  , 

[Table  5  follows:] 

TABLE  5.-rUU*FUN0ING  CURRENT  FORMULA  e£OQ  DISTRIBUTION  EXAMPLES  BY  INSTITUTIONAL  TVPE  AND 
FAMttY  INCOME  DEPENDENT  RESIDENT  STUDENTS 


Institution  type 


less  than  $6,000: 


$6,000  to  $8,999: 


$9,000  to  $11,999! 
4^yr  public... 


r  pti 
atioi 


Cost 

Family 
contribu* 
tiori 

Need 

Student 
contrlbu* 
tion 

Remaining 
neea 

Basic 
grant 

Unmet 
need 

Unmet 
{teed/need 

$2,0t0 
3,210 
1,855 
2  410 
1,900 

0 
0 
0 
0 
0 

$2,010 
3  210 
1,855 
2,410 
1,900 

$475 
475 
475 
475 
475 

$1, 535 
2  7?3 
1,380 
1  935 
1,425 

$1)005 
1  400 

930 
1,205 

950 

$530 
1,335 
450 
730 
475 

0.264 
,.416 
.243 
.303 
.250 

2,010 
3,210 
1,855 
2,410 
1,900 

285 
285 
285 
285 
285 

1,725 
2,925 
1,570 
2,125 
1,615 

475 
475 
475 
475 
475 

1,2S0 
2, 450 
1,095 
1650 
l|l40 

920 
920 
920 
920 
920 

330 
1,530 

\ll 

220 

.191 
.523 
.112 
.344 
.136 

2,010 
3,210 
1,855 
2,410 
1,900 

875 
875 
875 
875 
875 

1,135 
2;  335 
980 
l»535 
1,025 

475 
475 
475 
475 
475 

660 
1,860 

505 
1,060 

550 

400 
400 
400 
400 
400 

260 
1,460 
105 
660 
150 

'  .229 
.625 
.  .107 
.430 
.146 

Mr.  Davis.  Ideally^  a  grant  program  should  deliver  the  most  money 
to  students  with  the  least  ability  to  pay  for  aiij;  education.  A  grant  pro- 
gram should  also  make  the  amounts  of  remaining  need,  after  grants 
are  applied,  close  to  equivalent  for  students  of  different  financi^il  cir- 
cumstances who  choose  different  cost  institutions* 

Some  observers  have  suggested  that  grants  should  also  provide  an 
incentive  to  students  to  enroll  in  some  institutions.  But  tlie  research  . 
has  not  shown  whether  or  how  much  grant  .money  will  provide  an 
incentive  which  mil  enroll  a  student  who  has  not  predisposed  to  attend 
some  institution  anyway*  • 

In  table  5,  the  average  grant  to  the  student  in  the  "less  than  $6,000^* 
interval  is  $1^098*  But  the  average  grant  to  the  student  in  the  next 
higher  interval,  whose  family  can  contribute  $285  toward  his  educa- 
tion, is  $920,  or  only  $178  less* 

And  in  the  next  interval  the  average  grant  is  $400*  a  difference  of 
$(?»8,  to  (I  student  whose  family  can  contributee  $875  more  than  the 
lowe.st  income  family* 

dearly^  the  current  formula  does  not  proportionately  deliver  grant 
n^oiiey  to  the  students  with  the  lowest  aoility  to  pay*  This  is  because 
the  BEOG  family  contribution  schedule  does  not  correspond  to  the 
OSS  family  contribution  schedule  or,  iov  that  matter,  other  commonly 
used  schedules* 
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Aftoi*  grants  ai'O  applied,  the  4-yoav  private  college  student,  espe- 
ciallv  as  his  family  income  increases,  luvs  proportionately  n»ore  ot  his 
original  ftnancial  need  left  to  cope  with  than  does  the  4-year  public 
college  student— compare  the  percentages  in  the  last  column,  the 
original  cost  of  the  4-year  college.      ^  .       ,     ,  ^, 

Hut  the  unmet  need  of  the  lowest  income  student  who  chooses  the 

  '  '  formula 


les  of 
.400 


maximum  and  the  one-half  cost  limitations  on  the  iK»*ant,  . 
If  there  is  an  incentive  provided  by  the  curi-ent  BEOG  tormula,  tt 


is  likely  to  be  to  encourage  the  students  to  enroll  at  the  2-year  public 
college's  or  vocational-technical  institutes.  ,  ,  . 

1  tried  a  variety  of  different  changes  in  the  formula  to  help  alleviate 
the  problems  described  here.  Those  include  changing  the  family  con- 
tributions, the  maximmn  grants,  and  dropping  the  one-half  cost 
limitation  singly  or  in  combination.  ,  ^ ,  ,^ 

I  haven't  found  one  that  is  completely  satisfactory,  but  I  haveii't 
given  up  either.  With  the  one  proposed  here,  I  assumed  that  the  BLOG 
family  contribution  schedule  would  bo  correspondent  to  the  CSS  and 
other' commonly  used  schedules.  . 

I  will  admit  that  all  need  analysis  systems  have  their  problems,  in- 
cluding the  OSS,  but  others  seem  more  equitable  than  the  BLOG 
schedule— especially  if  it  is  desirable  to  get  more  grant  money  to  the 
students  with  the  least  ability  to  pay  for  any  postsecondary  education. 

The  formula  I  decided  upon  is  \  $1,000  minus  the  family  contribution 
under  the  OSS  or  similar  schedule,  but  with  a  supplement  of  one-half 
theamountof  total  costs  in  excess  of  $1,800.  —     ,       w  m 

In  order  to  qualify  for  a  basic  grant,  the  student's  total  family  con- 
tribution cannot  exceed  $1,000.  If  the  student  attends  a  low-cost  college, 
he  only  has  to  obtain  an  additional  $800  to  afford  his  education. 

By  a  low-cost  college  I  mean  a  2-year  college  where  the  average 
student  budget  in  our  region  is  about  $1,855.  If  he  attends  a  higher  cost 
institution,  the  BEOG  program  would  meet  one-half  of  his  costs  above 
$1,8(H).  Table  6  shows  how  this  formula  might  influence  typical  student 


options 
[Table  6  follows  0 

TABLE  6.-FULL.FUNDIN0  PROPOSED  FORMULA  BEOG  DISTRIBUTION  EXAMPLES  BY  INSTirUTIONAL  TYPE  AND 
FAMILY  INCOME  DEPENDENT  RESIDENT  STUDENTS 


mm-  R«nialttltt8    Basle  Unwet  _,^^Unm9t 
iMIIlutlotttyps  Cost        «ott    NMd        tlon        w«a    grant    mi  iiMd/iised 


4"}fptlMie   3,2  0  0  3,210  4)5  2,735  2,705  1,030  .32  . 

2.yf  public   1,855  0  1,855  475  1,380  1,025  3SS 

2.yf&  ,   2  410  0  2,410        .  475  ,  935  ,  305  630  .  216 

Vflcatlonal'IMhttlcal   1,900  0  1,900  475  1,425  1,050  375  .197 

'"9:::::::::::.^  ill  f  |i  •.fM  t 

ill  a-::;;:::::;::  !;S  |  ;  |  >,|  |  f 

'"!8J!.'J!i!?''   ns  i,i)s  TO  .m  !«  .i»  •!« 
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^fr.  pAvis.  Undci'  this  proposed  formula,  tho  ttvora^fo  gi-ant  to  the 
lowest  income  studont  is  largttr  than  the  average  under  the  current  for- 
mula and  as  family's  ability  to  contribute  toward  their  child's  educa- 
tion increases,  the  grant  is  reduced  by  «  corresponding  wmount. 

All  students,  regardless  of  their  family's  contributions,  are  left  with 
the  same  remaining  need  if  they  attend  a  similar  cost  institution.  In 
this  i-egard,  the  proposed  formula  is  more  equitable  than  the  current 
formula. 

The  unmet  need,  or  the  additional  aid  required,  for  the  lowest  in- 
come students  is  less  under  the  proposed  foi'»»i5?1 1,  than  under  the  cur- 
rent formula  and  the  differences  between  unn  •  /  .v  ed  at  higher  cost  and 
at  lower  cost  institutions  is  less. 

The  percentages  of  unmet  need  over  original  need  that  each  student 
has  left  after  the  proposed  formula  basic  grant  is  applied  arc  move 
eqmvalent  than  thej^  are  under  the  current  formulft. 

There  is  still  an  incentive  to  attend  the  lown-  cost  institutions  be- 
cause the  unmet  need  would  be  smaller  there,  but  the  differences  are 
less,  Avmch  indicates  it  is  more  likely  needy  2-year  college  students 
could  afford  the  differences  in  costs  transferred  to  a  4-year  college. 

Witli  regard  to  reducing  t]if,,r<.*5utive  differences,  the  proposed  for- 
mula IS  only  slightly  better  than  the  current  formula.  However,  tho 
absolute  dollar  amounts  of  uiunet  need  for  a  student  who  wishes  to 
attend  a  private  4-ycar  college  is  reduced  by  30  percent.  At  the  private 
2-year  colleges,  the  re'ductioh  is  10  percent. 

Table  7  compares  the  distributions  of  basic  grant  aid  under  the  cur- 
rent and  proposed  formulas  with  the  distribution  of  financial  need  in 
our  region.  You  will  note  that  the  distribution  under  the  proposed  for- 
mula moi'e  closely  approximates  the  distnbution  of  need  than  docs 
the  current  formula. 

[Table  r  follows:] 

TABLE  7.-PERCENTAGE  DISTRIBUTION  OF  BASIC  GRANT  AID  UNDER  THE  CURRENT  AND  PROPOSED  FORMULAS, 
AND  AfiCREOATE  FINANCIAL  NEED,  BY  INSTITUTIONAL  TYPES,  SREB  STATES 


Institutional  type 

Current 
formula 

proposed 
formula 

financl 

gregate 
al  need 

Public  vocallonal  technical.  

46.9 
27.3 

Vi 

5.8 

49.1 
32.0 
17.9 
2.6 
3.4 

100.0 

100.0 

Mr.  Davis.  One  additional  thing  that  the  new  formula  does  is  to 
create  an  incentive  for  higher  cost  institutions— -institutions  where 
student  budgets  are  above  $1,800— to  enroll  more  low  income  students. 

Jor  every  dollar  of  costs  }?l>ove  $1,800,  60  cents  in  grant  income 
from  the  BEOG  program  wmtld  be  available  to  the  institution.  But 
this  would  only  apply  to  higher  cost  institutions  which  encourage  the 
enrollment  of  low  income  students.  The  current  formula  does  not 
create  this  incentive. 

In  closing,  1  want  to  suggest  that  you  do  two  things.  One,  consider 
changing  the  BEOG  family  contribution  schedule  to  one  which  cor- 
responds with  other  need  analysis  systems,  or  more  equitable  systems, 
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and,  two,  ask  your  stuff  to  explore  the  possibilities  of  adopting  the 
proposed  formula  or  u  variation  of  it. 

The  BEOG  program  is  a  tremendoiis  concept  but  the  formulas  on 
which  it  is  based  Avill  not  go  far  tovau'd  increasing  ^^basic  educational 
opportimity." 

Tluuik  you. 

Mr.  O'Haka.  Tlia.nk  you,  Uiy  Davis. 

Under  your  formuhi  no  ptudent^s  family  contribution  can  exceed 
$1,000.  tho  reasonably  expected  family  contribution,  or  he  doesn't  get 
Hn>i:hing. 

_  Mr.  Davis.  That  is  right. 

Mr.  Ol'lAifA.  And  undov  your  CSS  schedule,  at  what  point  does  this 
family  with  two-and-a-half  children  • 

Mr.  Davis.  With  two-and-a-half  children  the  breaking  point  under 
the  current  CSS  schedule  with  a  family  with  no  imusual  circumstances 
wottkl  be  somewhere  around  $11,000*  With  one  child  it  would  be  con- 
slderablv  loss.  With  three  children  it  would  be  in  the  neighborhood  of 
$12,000.  . 

Mr,  O'Haua.  Let's  take  Ihe  Detroit  auto  worker,  who  is  making 
$il,0n{),  If  his  child  wants  to  go  to  an  institutioiv  with  a  basic  cost  of 
more  than  $1,800,  he  just  has  vo  find  the  numey  somewhere* 

Mr.  Davis.  Yes. 

Mr.  O'Haha.  But  if  the  auto  worker  happened  to  bo  unemployed 
and  his  child  wanted  to  go  to  an  institution  Avhere  the  cost  was  more 
than  $1,800,  you  would  help  him. 

Mr.  Davis.  No  j  the  unemployment-— 

Mr.  O'Haka*  In  other  words,  you  are  saying  that  when  the  cost 
gets  up  to  $1,800  we  have  got  a  gap  between  the  expected  family  con- 
tribution of  that  auto  worker  of  $800.  Under  your  system  the  gap 
wouldn't  have  been  as  great  at  that  point. 

Mr*  Davis.  It  would  not  have  been. 

^Ir,  O'Haiu*  So,  at  the  $1,800  cost  of  education  the  autoworker^H 
chikl  has  an  $800  gap,  which  is  more  than  the  gap  of  the  very  low  in* 
come  child  at  that  stage  of  the  game  ? 

^fr.  Davis.  Yes. 

Mr.  O^Haha*  But  then  when  the  cost  goes  over  $1,800  you  start 
supplementing  the  one  who  has  the  lesser  ga  ji. 

Mr,  Davis,  The  one  who  has  the  lesser  ability  to  pay* 

Mr.  O'Haijai  But  tin?  lesser  gaj)  too  between  expected  family  con- 
tribution and  acttuil  cost  of  education, 

Ml',  Davis.  If  the  family  contribution  is  abov^  $1*0001  yes.  I  varied 
the  contribution  schedules,  playing  with  the  c<mtribution  schedules, 
raisin/?  them  up  to  $1,2004  $1400  to  $l,fiOO,  and  so  forth,  and  also 
reducing  them,  and  then  changing  the  supplement  over  the  cost  and  the 
particular  example  I  had  given  you  here  is  one  that  is  best  suited  to 
our  particular  region. 

Also,  1  Just  did  some  calculations  as  to  how  much  more  it  would  cost 
than  your  current  formuht.  It  vvould  raise  the  cost  in  our  region  about 
1  percent, 

Mr,  ()^Ka«a,  1  am  concerned  as  we  had  a  witness  yesterday  testify  to 
this  point— let^s  tala»  our  hypothetical  auloworker  with  the  two-and- 
a^uilf  kids  and  the  $11,000  income, 
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Mr.  Davis.  One  of  tho  things  that  wouUl  help  your  hypothetical 
antoworker  is  if  you  change  the  contribution  schedule,  I  am  in  full 
accord  with  your  feeling  that  the  contribution  scheduU^  is  unrealistic 
for  that  partictilar  family  group.  That,  I  think,  would  answer  part  of 
your  concern,  if  we  changed  the  contributed  schedule. 

Mr,  O^Haua.  Your  system,  which  brings  in  again  the  $1,800,  at  that 
point  only  helps  those  who  already  luive  been  nelped,  it  seems  to  me 
that  unless  you  do  make  a  change  in  the  contribution  schedule,  that 
does  increase  the  discrimination  against  that  average  income. 

Mr.  Davis.  It  dous.  The  assumption,  when  I  was  working  with  this, 
was  that,  again  as  I  mentioned  in  the  earlier  comments,  the  grants  be. 
directed  toward  the  students  with  the  least  ability  to  pay  for  any  form 
of  postsecondary  education  and  let  that  be  the  real  key  more  than  the 
need  or  the  difference  between  ability  to  pay  for  postsecondary  edu- 
catibn. 

My major  concern  is  getting  grant  money  to  students  with  no,  or 
virtually  no  ability  to  pay  for  postsecondary  education. 

Mr.  O^Haua.  I  am  not  so  sure  that  is  the  most  emutable  way  of  doing 
things.  In  fact,  I  have  real  reservations  about  that.  And  if  you  win 
look  at  the  declining  percentages  of  younjj:  people  from  average-income 
families  attending  postsecondliry  education  you  wonder  if  we  are  do- 
ing the  right  thingj  if  our  intervention  isn't  producing  two  effects,  as 
one  of  our  earlier  witnesses  today  suggested. 

It  is  making  it  easier  for  the  lowest  income  and  harder  for  the  next 
incoiue.  I  want  to  nuike  sure  \st  aren't  doin^  that.  But  your  analysis  of 
the  way  in  which  the  basic  grant  operates  is  very  good,  and  your  stijy- 
gestions  ara  worthy  of  our  consideration. 

We  are  going  to  bo  taking  up  the  family  contribution  schedule  qttes- 
tion  in  another  few  days  aiul  we  are  going  to  look  into  that. 

Mr.  Davis.  I  urn  not  satisfied  with  the  proposal  I  have  offered  here. 
As  1  said,  1  want  to  continue  to  work  on  it,  but  the  one  that  you  have  is 
really  bad  and  it  really  needs  to  be  changed. 

And  the  contribution  schedule  is  one  of  the  keys,  the  $1,400,  and  the 
one-half  cost  limitation  is  very  important. 

Mr.  OllAUA.  I  thi)ik  tho  (\SS  and  ACT  formulas  have  various  defi^ 
ciencies.  I  have  heard  a  lot  of  criticism  but  mnoh  of  it  is  with  the  (ptali-* 
fier  you  have  had,  tlnit  you  haven't  tieally  managed  to  come  up  with 
one  you  really  like.  '  ^ 

I  am  not  at  all  certain  it  is  possible  to  come  tip  with  one  ot\  which 
there  is  general  agrexunent.  But,  in  anv  event,  we  will  be  looking  into 
that. 

Mr.  DAVts.  I  think  it  p!*obably  is.  1  am  more  opthnistic  about  it 
than  you  are. 

r.  O'MAitA.  1  don't  want  our  last  state  to  be  worse  than  our  first. 
Thank  you  very  much. 

We  are  going  to  keep  going  for  a  few  minutes  until  they  are  \m\v  a 
quorum  downstairs. 

Mr.  0'Ha«a.  Our  nexf;  witness  is  ^Moiece  Palladino  of  the  Associated 
Stitdents  of  Han  t^rancisco  State  TTniversity.  Ms.  Palladino  has  asked 
to  be* heard  on  the  problotns  confronting  the  independent  student. 

Ms.  Palladino,  we  would  like  to  hear  from  you. 
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STATEMENT  OF  MOIECE  PALUDINO,  ASSOCIATE  JUSTICE, 
ASSOCIATED  STUDENTS,  SAN  FRAUCISOO  STATE  UNIVEKSITY 

.MsJ*AiMDiNo.Goodmoniing,Mi\Chairman.  ' 

Money,  or  the  lack  of  its  availability  to  those  students  who  have 
the  gfoatest  need,  is  the  key  f actoi-  for  the  Associated  Students  ot  fean 
Francisco  State  University  for  coming  before  yon  today.  . 

Onv  student  body  has  a  mean  age  of  26,  whose  average  income  is 
so  low  that  over  50  percent  of  the  l2,000.|)lus  full-time  students 
applied  for  financial  assistance  in  1973.  Of  that,  over  4,.W0  students 
are  currently  receiving  financial  aid  in  one  or  more  Federal  aid 
categories. 

First,  a  few  realities  of  our  campus  financial  aid  ofRce.  In  1978,  our 
campus  financial  aid  office  returned  some  $46,000  in  what  we  believe 
was  unused  Work-Study  funds,  althougli  jobs  on  and  off  campus 
went  begging  for  qualified  students  and  students  who  might  be  other 
wise  eligible  were  refused  certification  for  a  number  of  reasons. 

One  of  ouv  major  problems  was  in  the  eligibility  of  students.  It  is 
assumed  that  all  students  earn  $600  during  summer  months,  this  $600 
is  automatically  included  as  "income"  in  the  projected  years'  budget 
of  the  individual  student,  whether  or  not  the  monies  were  earned. 

Veterans,  divorced  women  witli  children,  and  many  others  were 
refused  financial  assistance  if  their  parents  earned  more  than  $15,000. 
Yet,  these  same  people  worked  and  paid  their  own  taxes  for  a  number 
of  years  before  returning  to  college.  .  „  „ 

On  the  advice  of  Congressman  Burton's  office  m  San  Francisco,  we 
collected  the  case  I'listories  of  five  students  and  their  problems  With 
their  initial  application  for  financial  assistance  at  Sttn  Francisco  State 

Every  one  of  these  students  is  "poor''  by  every  Federal  definition  of 
poverty.  Yet.  assistance  was  denied  them  until  it  was  brought  to  the 
attention  of  tne  financial  aid  director.  . 

Fortunately,  we  have  had  a  financial  aid  director  since  August  ot 
197a  who  has  been  more  than  cooperative,  but  even  with  his  coopera- 
tion it  has  hm\  agreed  we  need  some  kind  of  Federal  clarificatioii  on 
how  to  deal  with  the  independent  student  status,  with  the  eligibility 
of  categorical  aid  recipients,  that  is.  Aid  to  Families  with  pepeiident 
(Children,  ABC  here,  disabled  students,  SSI  recipients,  supplemeiitai'V 
social  security  receipieiits  and  vets,  how  we  think  sonie  of  tliis  stufj 
could  be  dealt  with  in  terms  of  the  creation  of  an  ongoing  ludividual 
student  grievance  procedure.  «  ,     .  * 

In  the  two  other  programs  of  HE\V  that  1  have  over  dealt  with, 
both  Health  and  Welfare,  we  liave  always  had, some  kind  or  some 
form  of  a  grievance  procedure.  It  is  really  appalling  to  me  that  there 
is  no  way  an  indis'idual  student  can  go  up  and  challenge  the  amount 
of  money  or  how  that  need  was  computed  at  the  financial  aid  oftice 
on  his  campus.  ,  ,    -       i  . 

AVe  hope  to  set  Up  ft  mechanism  this  fall,  with  the  help  of  our  admin- 
istration, to  do  something.  Wn  would  like  to  see  it  handled  in  a  ted- 
eral  kind  of  way  also.  We  would  also  like  to  raise  the  question  of 
closed-end  appropriations  in  financial  aid  programs. 
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Tho  comment  tluit  I  have  heard  for  tho  2  clays^  I  Imvo  been  hero 
1ms  bt»on  if  you  muko  more  people  eliftiblo  the  financial  aicl  dollar  is 
slirinking,  then  you  will  have  more  people  fighting  over  the  crumbs 
that  are  out  thoi'e  at  this  point 

^  Some  of  tlm  case  histories— of  five  women,  one  of  them  being  myself, 
Toni  Miteliell,  whose  parents  died  when  slio  was  17,  managed  to  com- 
plete high  school  and  now  got  into  San  .Francisco  State,  but  here  total 
income  was  Social  Security  Survivors  Benefits  and  she  was  denied  aid 
because  she  liad  no  need. 

All  these  situations  were  corrected  once  we  were  able  to  deal  with 
our  financial  aid  director,  but  this  is  only  such  a  narrow  spectrum  of 
the  problem,  We  only  hear  of  just  so  few  people. 

Naomi  Adams,  a  mother  of  two,  was  refused  training  by  the  local 
\vclfare  department  and  managed  to  get  into  San  Francisco  State 
under  a  special  admit  program*  She  happens  to  be  doing  quite  well 
She  has  got  about  a2.8  average* 

She  is  raising  two^  children.  She  carried  an  18-month  old  baby  to 
chisses  for  about  luilf  a  somesteri  and  I  have  known  her  from  the  com- 
munity. Finally,  1  aslted  her  why.  She  said  because  she  wasn*t  given 
any  financial  aid.  Tliey  said  she  had  no  need,  although  wlien  we  went 
there  they  recomputed  it  and  said  she  was  eligible  to  some  money  for 
tliat  year. 

Again,  it  goes  on.  Women  who  have  worked,  are  disabled,  men  as 
well.  I  wasn't  able  to  find  any  case  histories  to  bring  of  some  men, 
but  I  think  it  clearly  supports  the  need  for  an  ongoing  kind  of  griev- 
ance procedure  on  campuses  so  the  individual  students  can  go  back  and 
sa>s  *^'his  is  computed  incorrectly.** 

Only  in  one  program  can  you  challenge  at  this  point,  and  that  is 
under  the  Basic  Opportunity  Grant.  Under  the  Federal  insured  stu- 
dent loans,  NDSij  loans,  under  none  of  the  other  loan  programs  can 
you  do  this. 

Only  with  the  aid  of  a  financial  aid  director  like  Dr.  Ellis  Gedney 
have  We  been  able,  as  a  student  body,  to  do  these  things.  That  is  why 
wo  are  here  today.  Both  Dr.  Gedney  and  Associated  Students  feel  so 
strongly  that  it  was  necessary  to  come  to  you  and  talk  to  you  to  see 
if  something  can  be  resolved  in  terms  of  the  clarification  of  the  in- 
dependent student*  the  clarification  of  categorical  recipients,  vis-a-vis 
student  aid,  and  tho  rjiiestion  of  tlie  whole  grievance  procedure  being 
set  up  on  an  individual  student  basis. 


whft  woi'p  tbiiied  help.  I  ^volKlel'  if  maybe  We  don't  need  n  chnii^e, 
when  dealinj?  with  i)eol)lo  of  very  low  income,  move  in  SSI,  AJ'DC, 
tliat  soft  of  thing. 
Ms.  pAi,LAt>i.vo.  We  have  tried  it. 

Mv,  O'Maka.  Let's  talte  someone  who  has  an  income  of  $1,600  a 
year  and  they  want  to  go  to  scliool.  If  tliey  have  an  income  of  $1,500 
a  vear  and  wanted  to  go  to  worl?,  or  were  unable  to  work  for  some 
othei'  I'cason,  they  would  be  eligible  for  payments  under  various  income 
maintenance  programs. 

t  am  wondering  why  tiiey  shouldn't  be  eligible  under  the  same  sort 
ot  hu'ofne  maifitcnattce  programs  while  they  are  going  to  school. 

^h,  PALLAmxo.  This  is  the  question  we  have  bi'ottght  up.  It  is 
another  hurdle  to  Jump.  The  papoi'S  yott  have  got  to  flll  out,  I"  am 
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certain  you  are  more  tltnn  avtire  than  any  of  us  nrstuclents,  is  a  com- 
plete jungle  and  tangle  of  pitpers.  i    ii.  • 
Mr.  O'tlAiiA.  It  is  very  discouraging.  It  cwta  a  lot  of  people  oft  right 

at  the  beginning.  .       ■        ,    ,   ,       ,    j  .x 

Ms.  Paixawxo.  And  espooially  the  people  who  have  already  spent— 
in  California,  until  recently,  we  )uvd  sv  ID-page  l(nin  ]ust  to  apply  tor 
assistance.  You  can  just  junip  so  nmny  hurdles  and  you  are  bound  to 
fall  down  somewhere  along  the  Une.  .        .  u.. 

Education  for  a  low-income  person  is  a  nocossity.  It  is  a  necpssity 
for  US  to  brenic  that  ovcle.  Tliese  are  people  who  have  demonstrated 
the  ability  and  the  motivation,  who  will  worlc  when  they  can,  us  Mrs. 
Moore  is' now  workhig  for  tho  Associated  Student  Body,  but  still 
doesn't  malte  enough  money.  Slio  still  has  to  get  welfare  payments. 

The  one  suggestion  I  had  for  cutting  tln'oiigh  sonie  ot  the  paper 
work  is  here  von  get  a  Medicaid  card  which  is  an  ulentification  card 
from  the  Hpalth  and  Welfare  of  HKW.  saying  that  you  are  indeed 
poverty  stricketi,  or  at  least  under  all  tlm  Federal  gmdehnes  you  are 

^^"if'that  card—in  California  it  is  called  ^fedical  and  is  issued  on  a 
inonthlv  basis— in  and  of  itself  would  establish  independence  and  also 
tolls  if  there  is  anv  outside  income.  It  has  many  pieces  of  niformation 
on  it:  whether  a 'person  has  outside  income,  it  gives  verification  of 
address,  of  ago.  of  social  security  numbur,  if  you  are  on  a  social  secu- 

ritvprogmm.oracasonumljer.   . 

Mr.  o'Haiu.  I  am  wondering  why  for  the  low-income  independent 
student  it  seems  to  me  that  in  the  ideal  framework  of  assistance  that 
income  maintenance  programs  ought  to  take  care  of  that  low-iucome 
independent  student's  living  expenses  and  a.11  that  the  educational 
assistance  programs  ought  to  be  required  to  do,  if  we  had  tho  right 
kind  of  income  maintenance  programs,  would  be  to  take  care  ot  the 

 1  ..^1  «  .i/.c<..U  .        fViniti  nf  faliflmiPtt  fit.  t.llP.  lllSrlrlltlOn. 


marks  to  niean  that.  The  problem  is  we  already  have  a  to\\p\  time,  as 
you  well  know  from  your  own  testimony— you  indicated  it— getting 
'enough  total  dollars  into  the  program. 

Ms.  pALJiAoixo.  Or  at  least  spreading  that.. 

^rr.  OllAiJA.  1  don't  want  to  have  student  assistance  carrying  some 
of  the  burden  for  income  maintenance  programs.  It  can't. carry  the 

educational  burden.  ,     ,    «  ,    i     i..  i 

'  Ms.  PAL!,Ant\o.  And  wo  are  not  allowed  under  Federal  sections  and 
under  the  California  manual  of  the  Welfare  Departinent  44.111-4f}, 
to  accept  anv  monev  outside  of  what  we  need  for  educational  expenses 
onlv,  so  we  are  prohibited  by  law  to  accept  any  money  over  and  above 
what  we  are  receiving  fi'om  an  income  maintenance  grant,  and  that 
supports  our  living  arrangements. 

^rr.  0*Haka.  1  am  going  to  ask  the  staff  to  schedule  as  Avitnosses  be- 
fore this  hearing!  is  over  some  people  who  can  talk  to  us  from  Social 
Securitv  and  HEW  about  the  applicability  of  income  nuuntenancc 
programs  to  low  ftncome  independent  students,  and  to  lo\v  income  taini- 
ies  who  have  children  above  the  usual  18  who  are  stiU  part  ol  the 
lousehold  who  arc  attending  college. 
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,  1  think  luuybo  om  of  our  ui)i;)i*ortclu!S  ouglit  to  bo  towai'd  ilnpvo^'n^g 
lut'omo  imuntoiuiuc'o  pvoiii'ums, 

Afs.  Palladixo.  But  at  this  point,  if  you  could  deal  with  the  $000 
that  IS  automatically  assumed  to  be  oarnod,  and  this  is  by  students  of 
Avorkuij?  tanulies  as  well,  it  is  just  automatieally  included  and  it  is  in 
the  Federal  legislation. 

If  that  could  be  money  that  had  to  l)c  justified  by  the  financial  aid 
omcer  as  actual  earned  moneys  and  not  assumed  earned  moneys,  that 
M-ould  stop  one  of  the  problems  we  ha\'e  for  both  working  families  and 
low  income  families. 

And  the  othei*  one  would  be  the  grievance  procedure  for  the  individ- 
ual student  with  his  individual  financial  aid  office  on  these  problems. 

Mr.  O'Hara.  Thank  yon  very  nuich,  Ms.  Palladino,  for  your  help 
today. 

Ms.  Pali^\dino.  Thank  ^o«,  Congressman. 

Mr.  OTIara.  The  special  subcommittee  will  now  stand  in  adjourn- 
ment until  10  o'clock  tomorrow  morning  in  room  2257,  where  we  will 
continue  hearing  testimony  with  respect  to  Federal  grant  programs. 

[Whereupon,  at  11  !50'a.m.  the  subcommittee  recessed*  to  reconvene 
at  10  a.m.  Thursday,  June  13, 1974.]  '.      .  ^ 


STUDENT  FINANCIAL  ASSISTANCE 
(Grant  Pi'ogi'Hins) 


THURSDAY,  JUNE  18,  1074 

IIOUSK  01'  IIKIT.KSKXTA'J'IVKS, 

Spix'iMi  SfiK'ojiJim'KK  ON  Edijcation 

01'  'i'HtS  ('OMMWTKE  ON  KdWATJON  AND  LAtJOH, 

WasMwjton,  D.C, 


The  sulH'ommitt(K!  met  at  10:10  a-m.,  pumuuit  to  recess,  in  room 
•2'>(il,  Kaybui  n  Ilouso  Ottice  Building,  AVaslungton,  D.C,  Hon.  James 
O.  O'llara,  prosidlng.  „   i  , 


n'^l^iii  w'SJIlf  b         mt  of  tat  „utl,«n.in|,  fegbl»tio»  in 

the  record  at  this  point.  j .  M^fU  t\r  P,„.t  \  k.iI. 

(The  statutory  autlioriy.ation  retcrred  to  is  litle  IV,  I  art  A,  h'U" 
Dak  4  of  the  Higher  Education  Act  of  1965,  as  amended  i) 

Subuurt  4-Soot'ial  l»i'o«i'iiiiis  for  Stiuicats  From  Dlsiulvantajjwl  Bncki'i'oimt'H 

PttOOItAM  .,Ut'l'«0«ti{ATlON' 

nvti  41tA.  (ft)  The  Comiiiissioiier  «hall,  in  ateowlaiit'c  with  the  iirovl^loiH  of 
this  HuSirt.  t« ii'V  out  a  )i'ofcn'^^    dfsisawl  to  idoatify  quallflett  studetits  fi-om 

a«(t  to  l.ro^'ldV         k'l'Vlc'us  for  such  stadeiits  who  are  pursuing  programs 

ll?f  S'S^u^S'lS  c.a«».lln«  tho  Coauais«lmu.r  to  oa^ry  ouHhls  subpart, 
tlu  ro  ar '  ai  thorlz  -d  to  b«  at.|.roi.rlat«d  $100,<K)0,000  for  Hie  flsca  year  e  d  n« 
.THili  ill),  loS'  imd  for  eacli  of  tho  suoooedlng  ilsfal  years  ending  prior  to  July  1, 

(20  u.s.c.  io?oa)  I'Juuatcrt  June  aa,  im,      «2-ats,  m,  laidod),  so  stut.  258. 

AUTttomxBl)  Atl'mi'l'lKS 

Hm  417B.  (a)  The  Commissioner  Is  attthoriswd  (without  regard  to  section 
870»  of  the  HeVised  Statutes  (41  U.S.C.  6))  to  make  grants  tx»,  and  contracts 
wi?h  Lututious  of  hSr  educatlo«j,  inclucling  Institutions  witli  voeational  and 

m^-  S™  5omhlnatlo.is  of  sueh  institutions,  public  and  private 

S-ades  (including  professional  and  scholarly  associations), 

(275) 
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ml  In  t»\coi)tloiinl  vm%  nmrnihwy  .schools  and  si^ofuulavy  voeaifuiinl  schools, 
tor  luaiinlnjr.  (lovolnpliiK,  or  ranwlng  out  within  the  States  one  or  nioro  of  tliu 
wi'vlees (lestn'ilicHl  In  section  417(a). 

(b)  Service.^  provirtert  through  «rants  and  oontraots  undei*  this  suhimrt  shall 
he  speQlflcaliy  designed  to  assist  in  enahUni;'  youths  froui  low-income  families  who 
havo  academic  potential,  hut  who  nmy  lack  adeciuate  secondary  school  prenara- 
tlon  or  who  may  he  physically  handicapped,  to  enter,  continue,  or  resume  a 
pro«:ram  of  postsecondary  education,  indudinj:— 

(1)  programs,  to  he  known  as  "Talent  Search*'  designed  to— 

(A)  identify  qualllied  youths  of  financial  or  cultural  need  with  an 
exceptional  potential  for  postsecondary  educational  training  and  en- 
youra«e  them  to  conu)lete  secondary  school  and  undertake  postsocondarv 
educational  training. 

^  (B)  puhlicixe  exlstlnj?  fornis  of  .student  llnancial  aid.  inchulinc  aid 
furnished  under  this  title,  and 

(C)  encoura«e  secondary.school  or  collejre  dropouts  of  demonstrated 
aptltmle  to  reenter  educational  programs,  iuchulinj,'  postsecomlary-school 
proj^rams; 

(2)  prograuis.  to  he  known  ns  "Upward  Bound**,  (A)  which  are  desi«!!ed 
to  generate  skills  and  motivation  necessary  for  success  in  edUv.JIon  heyond 
hiKh  .sdiool  and  (B)  in  which  enroUees  from  low-income  hackgrounds  and 
with  iuade<iuate  secondary-school  preparation  participate  on  a  suhstantially 
lull*tinu»  hasis  during  all  or  part  of  tlie  program  \  .  , 

(»)  programs,  to  he  know^n  as  ^'Special  Services  for  disadvantaged  Stu- 
dents ,  of  remedial  and  other  special  services  for  students  with  academic 
potential  (A)  who  are  enrolled  or  accepted  for  enrollment  at  the  lustltiitiou 
,  which  is  the  heneficiary  of  the  grant  or  contract,  and  (B)  who.  hy  rwison  of 
deprived  educational,  cultural,  or  economic  background,  or  physical  handl- 
cm  are  in  need  of  such  services  to  assist  them  to  initiate,  contiiuie,  or  resume 
their  postsecondary  education ;  aiid 

{;J)  a  program  of  paying  up  to  T5  per  centum  of  the  cost  of  establishing 
ando])eratingKdUcatloaal  Opportunity  (*enters  which— 

(A)  serve  areas  with  major  concentrations  of  low-income  poiiulations  - 
hy  providing.  In  courdlmitlon  with  other  amiUcable  progranis  and 
services— 

(I)  information  with  vespecf  to  llna*u?ial  and  academic  assistance 
available  tor  persons  In  such  areas  desiring  to  pursue  a  pi»ogram 
of  poststK?ondary  education  i 

(II)  assistance  to  such  persons  ln^ai»plying  foe  admission  -to  insti* 
tut  ons.  at  which  a  p(»ogram  of  postsecojulary  education  is  otYercd, 
including  preparing  necessary  applications  for  use  by  adndsslon  and 
financial  aid  officers  i  and 

(ill)  counsttling  services  and  tutorial  and  other  iUH»essarv  assist- 
ance to  such  i)ersons  while  attending  such  Institutions  i  and 

(B)  serve  as  recruiting  atid  counseling  jmols  to  coordinate  resources 
and  staff  efforts  of  institutioiis  of  higher  education  nnd  of  other  institu* 
tions  ofterlng  programs  of  postsecondary  education,  la  adndttliig  edu* 
cationally  disadvantaged  persons/ 

Ihe  portion  of  the  cost  of  any  project  assisted  under  clause  (4)  in  the  i)rece(ling 
seiit(*nce  which  Is  boriie  by  the  applicant  shall  represent  ati  increase  In  exijcndb 
ture  by  sudi  applicant  for  the  purposes  of  such  i)roject. 

(c)  Lnrollees  who  are  participating  on  an  essciitlally  fulbtime  basis  in  om*  or 
more  services  being  provided  under  this  section  jirny  be  paid  stipends,  but  not  in 
excess  of  $30  per  month  e\cei)t  in  exceptional  case«  as  deterndncd  by  the  Com- 
missioner. 

t;.«.C,  lOtO(M)  IhmotGit  June  28.  10Y2,  P.f..  D2~31.^,  sees  131(b)(1).  80  «tttt.  258, 

Ml*.  O'IJara.  As  with  tlu»  other  programs,  \ve  have  asked  the  Ortlct^ 
of  Education  to  provide  us  with  technical  baclv^yround^  and  wo  luivc 
invited  persons  to  testify  today  wlio  have  liad  expei'ience  with  one  or 
another  of  these  progmnis  in  actnal  operation. 
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■  From  the  Office  of  Kducation,  wo  will  hear  first  from  Br,  Leonard 
Spoarman,  who  is  accoiuptinied  by  Dr.  John  PliilUps  and  the  usual 


STATEMENT  OF  DR.  lEONABD  H.  0.  SPEARMAN,  DIRECTOR,  DIVI- 
SION or  STUDENT  SUPPORT  AND  SPECIAL  PROGRAMS,  BUREAU 
OF  POSTSEOONDARY  EDUCATION,  U.S.  OFFICE  OF  EDUCATION, 
ACCOMPANIED  BY  CHARLES  COOKE,  JR.,  DEPUTY  ASSISTANT 
SECRETARY  FOR  LEGISLATION  (EDUCATION) ;  DR.  JOHN  D.  PHIL- 
LIPS,  ACTING  ASSOCIATE  COMMISSIONER  FOR  STUDENT  ASSIST- 
ANCE, BUREAU  OF  POSTSECONDARY  EDUCATION;  AND  DR.  JOHN 
RISON  JONES,  PROGRAM  OFFICER,  DIVISION  OF  STUDENT  SUP* 
PORT  AND  SPECIAL  PROGRAMS 


Dr.  Piiiixirs.  Thank  yon,  Mr.  Chairman.  Before  we  ^et  started  I 
would  like  to  formally  introduce  the  Director  of  the  Division  of  Stu- 
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Dr.  Spmaumax.  Mr.  Chairman  and  members  of  the  subcommittee,  it 
is  a  pleasure  to  appear  before  you  today  and  to  briefly  review  the  his- 
tory and  operations  of  the  Student  Special  Services  programs :  Talent 
Search.  Upward  Bound,  Special  Services  for  Disadvantaged  Students, 
and  Educational  Opportunity  Centers. 

The  following  statement  is  intended  as  a  brief  overview.  Inasmuch 
as  four  programs  are  involved  in  this  presentation,  our  testimony  is 
somewhat  lengthy.  However,  it  is  important  to  present  certain  specific 
aspects  of  these  programs  because  of  the  particular  nature  6f  the  serv- 
ices and  activities  they  offer  for  Amei'ica^s  disadvantaged,  low-income 
population.  *  ,  , 

We  will  be  happy  to  respond  to  questions  from  committee  members 
who  might  wish  us  to  expand  upon  any  part  of  tliis  written  statement. 

I.  LEOlStAl-nH  niSTOltl-  op  TIIK  SWDENT  Sm'lAL  SEftVlCllS  piioonAMs 

A.  The  Talent  Search  program  was  created  by  section  408(a)  of  the 
Higher  Education  Act  of  1966  (Public  Law  89-329),  as  a  recruiting 
mecluvnism  to  identify  students  who  would  be  eligible  to  receive,  edu- 
cational opportunity  grants  authorii^ed  by  the  same  legislation. 

The  program  originally  had  three  objectives:  (i)  To  identify  quali- 
fied youths  of  exceptioual  financial  need  and  encourage  them  to  com- 
plete secondary  school  and  to  undertake  postseeondary  educatioiuil 
training }  (ii)  to  publicize  existing  forms  ot  student  financial  aid;  and 
(iii)  to  encourage  secondary  school  or  college  dropouts  of  demon- 
strated aptitude  to  reenter  educational  programs,  including  postsee- 
ondary school  programs.  ,     ■         .  .       .   ,  ^ 

The  legislatioti  designated  eligible  sponsoring  agencies  to  include 
State  and  local  educational  agencies  and  other  public  and  nonpi'ofit 
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oi'{yaniy4Uions  and  institutions^  and  sot  a  Fodciral  fundino'  coilinj?  of 
$100^000  per  project. 

InitiuNyiniv  funding;  poceduros  svoro  coniplotcHl  in  tho  spring?  of 
lt)(}G,  and*  the  pro^?rant  beoahie  oi)eratioual  on  July  1*  U)(JG. 

The  Hi<;luM»  Eduoution  Amendments  of  1908  broadcMied  the  raujije 
of  elijjible  sponnoriug  ajyoncies  for  Talei^t  Soaroh  projects  to  include 
institutions  of  hij^her  education  and  combiiuitions  of  sudi  instittitions, 
as  well  as  public  and  private  nonprofit  agencies  and  oi^aanizations 
(includinj^  professional  and  scholarly  associations),  and  public  and 
private  ttgencies  and  or^jani/.ations.  Ihe  19(58  anuuidnicnts  also  modi- 
fied the  definition  of  persons  eli^jible  for  Talent  Search  services  from, 
^•qualified  youth  of  excentional  financial  need'*  to  **(jualified  youths  of 
financial  or  cultural  need  with  an  exceptional  potentnU  f or  j[)ostsecond- 
ary  educational  training^**  Consequently^  the  participation  criteria 
shifted  from  solely  one  of  "income**  to  one  that  included  cultural 
need  within  a  context  of  "exceptional  potential**  for  postsecondary 
education^ 

The  Education  Amendments  of  1972  (Public  Law  92-818)  renu}ved 
the"$10(),0()f)  project  fundiiu?  limitation,  and  added  as  cVifjible  fundinjr. 
ajients  both  institutions  with  vocational  and  career  education  projjrams 
and,  hi  exceptional  cases,  secondary  schools  and  secondary  vocational 
schools. 

The  Upward  Hound  program  originated  from  pilot  proiects  funded 
during  tne  summer  of  1905  with  private  funds  from  tlie  Cai'iiegie 
Corporation  and  research  and  demonstration  funds  for  experimental 
programs  from  the  Office  of  Economic  Opportunity.  The  pilot  projects 
were  designed  as  summer  units  for  low-mcome  students  who  would 
enter  college  the  following  September,  but  were  in  need  of  intensive 
college  preparatory  programs. 

As  the  result  were  analyzed,  the  Office  of  Economic  Opportunity 
decided  that  a  year-round  program  was  needed  to  meet  the  special 
needs  of  disadvantaged  students  j[>reparing  for  college,  including  both 
residential  summer  and  academic  year  foUow-tip  activities,  and  ex- 
tending service  to  students  throughout  the  2  or  i\  years  prior  to  high 
school  graduation  who  could  be  cha.racteriy.ed  as  "academic  risks/*  The 
new  program  was  subsequently  authoriJsed  as  a  national  program  under 
the  196()  amendments  to  the  Economic  Opportunity  Act*  becoming  a 
component  of  the  Community  Actioii  Programs  in  the  spring  of  1960. 

The  tlpward  Bound  program  was  intended  "to  generate  skills  and 
motivation  necessary  for  sticcess  in  education  beyoiul  high  school  for 
enrol  lees  li'om  low-inconie  backgrounds  with  iiiadeqitate  secondary 
s^ihool  preparation  for  postsecondai'j;  education  by  enrolling  students 
ill  essentially  f ull*tiine  project  activities.**  Program  guidelines  required  * 
a  residential  smnmer  program  together  with  a  limited  academic  year 
folloW'^up  program  (weekly  meetiUjLjs)  to  gauge  the  success  of  the 
summer*s  activities  in  terms  of  individual  sttulent  performance  in  tlie 
secondary  school  classroom.  Tho  elijoiible  student  population  was 
broadly  dtfined  as  those  with  "academic  risk**  for  postsecondary  edu- 
cation ut  view  of  their  hiadequate  levels  of  academic  preparation  hi 
the  secondary  school  system,  and  the  lack  of  personal  motivation  for 
education. 

The  Higher  Education  Amendments  of  19G8  transferred  the  Up- 
ward Hotind  program  from  the  Office  of  l<iCOhomic  Opportunity  to  the 
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Oftice  of  Education  and  entabUHhed  certain  specific  roquirenients  for 
the  pvogranu  Individual  projects  wore  required  to:  Etlect  arran^e- 
itieuts  to  assure  cooperation  between  institutions  of  higher  education 
and  secondary  schools;  provide  health  services  for  all  participants; 
provido  limited  stipend  payments  up  to  a  nuixiinum  of  $30  per  month 
per  participant;  and  establish  a  inaxiinuni  cost-per-stndent  of  $1,800 
per  annum,  with  the  Federal  share  of  expenditures  limited  to  a  maxi* 
mmn  of  80  percent  of  total  program  costs  ($1,440  per  student). 

The  Education  Amendments  of  1972  removed  all  of  the  require- 
ments  cited  above  except  for  the  maxinuun  limitation  on  stipends. 
Removal  of  the  non-Federal  share  i-equirements  and  the  cost-per- 
student  ceiling  increased  the  Federal  cost  to  100  percent. 

C.  The  Hif3^er  Education  Amendments  of  1968  amended  Section 
408  of  the  Higher  Education  Act  of  1965,  tO' provide  a  program  of 
Special  Services  for  Disadvantaged  Students  in  College,  Tlie  program 
was  intended  to  provide  remeduil  and  other  special  services  for  stu- 
dents with  academic  potential  who  are  enrolled  or  accepted  for  euroU- 
mont  at  higher  educational  institutions  receiving  funding  to  support 
such  program  activities.  Eligible  participants  are  .defined  as  students 
Who,  by  reason  of  deprived  educational,  cultural  ov  economic  back- 
ground, or  physical  handicap,  are  in  need  of  such  services  to  success- 
fully pursue  a  program  of  postsecondary  education. 

Tlie  1068  legislation  authori^^ed  projects  to  pi'ovide  such  specific 
types  of  activities  as  "(A)  counseUng,  tutorial,  or  other  educational 
services,  including  special  summer  programsvto  remedy  such  students* 
acndeinic  deftciencies,  (B)  career  guidance,  placement,  or  other  student 
personnel  services  to  encourage  or  facilitate  such  students*  continua- 
tion or  re-entrance  iti  a  higher  education  program,  or  (C)  identifica- 
tioih  encouragement,  and  counseling  of  any  such  students  with  a  view 
to  their  undertaking  a  program  of  graduate  or  professional  education.^^ 
Initial-year  funding  procedures  were  completed  in  .the  spring  of  lOTO, 
and  the  program  became  operational  on  July  1,  1970. 

The  Education  Amendments  of  1972  omitted  reference  to  any  specific 
activities  and  defined  the  program  as  simply  "remedial  and  other 
special  services  for  students  \vitli  academic  potential-'  enrolled  at  host 
institutions* 

I).  The  Education  Amendtnents  of  1972  f  tu'ther  amended  the  Higher 
EchRHition  Act  of  1965  to  establish  educational  opportunity  centers  in 
areas  with  major  concentrations  of  low-income  populations  to  provide^ 
in  coordinaiibn  with  other  applicable  programs  and  services:  (i)  in- 
formation with  respect  to  financial  and  academic  assistaJice  available 
for  persons  residitig  in  such  areas  desired  to  pursue  a  program  of  post- 
secondary  education;  (ii)  assistance  to  such  persouH  in  apply hig  for 
admission  to  institutions  at  which  a  program  of  postsecondtiry  educa- 
tion is  otl'ered,  inclitding  preparing  necessary  applications  for  u^e  by 
admission  and  fituincial  aid  officers;  and  (iii)  couuHeling  services  and 
tutorial  and  other  necessary  assistance  to  such  persons  while  attending 
s^nch  institutions* 

The  centers  will  serve  as  recruiting  and  counseling  pools  to  coordi- 
niito  resources  and  staff  efforts  of  institutions  of  Jiigner  education  and 
of  other  institutions  offering  programs  of  postsccohdary  edttcation,  in 
admitting  educationally  disadvantaged  persons*  Granteesj  if  engaged 
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*m  such  activity  \)v\ov  to  rocoipt  of  Federal  funds,  are  required  to 
maintain  tlieir  prior  level  of  etl'ortf  The  Federal  share  of  establinhing 
and  operating  such  centers  is  set  at  a  maximum  of  75  percent  of  the 
total  program  costs. 

Applications  from  interested  agencies  and  institutions  were  received 
Itj  the  Ottice  of  Kducatiou  on  May  29^  and  funding  procedures  are  now 
in  progress  to  award  initial-year  grants  by  June  30  1974. 

Tlie.  four  programs  described  above  comprise  the  Student  Special 
Services  progran\s  administered  by  the  OfUce  of  Kducation,  The  ^m- 
eral  purpose  of  tlie  progratns  is  to  expand  educational  opportunities 
to  achieve  equalized  educational  opportunities,  particularly  for  low- 
income  Americans.  Although  the  four  programs  share  a  comnion  focus 
on  1o\v-incoihe  students,  tliey  deal  with  diit'erent  levels  of  educational 
goals  and  aieeds.  Talent  Search  seeks  to  encourage  and  assist  students 
\yith  financial  and  cultiu'al  needs  to  loarn  about  educational  career  op- 
tions  and  available  finajunal  aid  resources  to  secure  that  educational 
future.  Upward  Bound  directs  its  activities  toWard  the  students  who 
o  re  iiutuvtiro  of  their  af'ademic  potential,  and  who  hick  both  the  niotiva- 
Jictx  and  the  ncadeniic  and  personal  skills  necessary  to  pursue  success- 
fully postsecondary  education*  seeking  to  correct  specific  deficiencies 
and  to  prepare  theJ5e  students  for  postsecondary  enrolhnent, 

Theprogi'ani  of  Special  Services  for  Disadvantaged  Students  focuses 
on  ]>ostsecondary  students  enrolled  or  accepted  for  enrollment  in  a 
\*ariety  of  institutions  and  who  are  in  need  of  remedial  and  supportive 
services  to  enable  them'  to  enter,  re-enter  and  successfully  sustain  a 
program  of  postsecondary  education. 

Ihe  acti  vities  of  an  Education  Oi>porfcunity  Center  are  well-defined 
in  the  legislation.  The  characteristics  of  an  effective  center  will  in- 
clude: (i)  the  identification  of  a  specifiic  geographic  area,  and  (ii)  the 
creation  of  an  eflective  delivery  system  of  program  benefits  and  ac- 
tivities for  the  residents  of  that  area.  Measurements  of  a  center*s  effec- 
tiveness will  include  the  number  of  persons  receiving  counseling  for 
take  advantage  of  the  educational  benefits  of  the  GI  Bill  to  enroll 
ment,  as  well  as  procedural  activities  associated  with  successful  admis- 
.  sions  applications.  The  centers  have  specific  goals  of  improving  the 
**college-going^  rate*^  of  the  residents  of  an  identified  area,  and  an  im- 
proved retention  rate  for  the  students  enrolled  at  postsecondary  in- 
stitutions within  the  immediate  range  of  that  area. 

It  is  of  some  im|)ortance  to  add  at  this  point  that  although  the 
Statutes  do  not  specifically  authorise  the  Office  of  Education  to  fund 
projects  for  veterans,  the  Office  of  Education  did  receive  a  special 
appropriation  in  1972  to  develop  Special  Veterans  Talent  Search/TTp- 
ward  Bound  projects  to  aid  those  veterans  who  have  been  unable  to 
take  advantage  of  the  educational  benefits  of  the  01  Bill  to  enroll 
in  postsecondary  education  by  employing  the  Upward  Bound  tech- 
niqueloward  this  group  of  disadvantaged  citizens. 

While  the  Talent  Search  activity  was  directed  toward  "outreach-'— 
to  help  veterans  with  the  myriad  que^ions  posed  by  their  educational 
and  no-educational  needs— several  thousand  veterans  have  been  able 
to  complete  the  Special  Programs  or  receive  the  services  of  these  pro- 
grams and  to  enroll  in  postsecondary  educAtional  activity. 
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11.  OPERATIONS  OP  THE  STUDENT  SPEOIAt  SERVICES  PROGRAMS 

A.  Funding  of  projects 

The  Talent  Search,  Upward  Bound  md  Special  Services  for  Dis  . 
advantaged  Students  programs  are  administered  under  grant  or  con- 
tract agreements  between  the  U.S.  Commissioner  of  Education  und 
participating  agencies,  origanizations  and  institutions  of  postsecond- 
ury  education^  Under  tlie  terms  of  these  agreements,  the  grantees/con- 
ti'atcors  plan,  develop  and  carryout  programs  designed  to  identify 
qualified  youtlis  from  low-income  families,  prepare  them  for  a  pro- 
gram of  postsecondary  education,  and/or  provide  special  services  for 
such  stuclents  wlio  are  pursuing  programs  of  postsecoudary  education. 

Until  lUTl,  these  three  programs,  which  are  sometimes  referred  to 
as  tlie  Trio  programs,  were  administered  from  the  central  U.S.  Office 
of  Education.  On  January  1,  1972,  the  autliority  for  tlie  administra- 
tion of  the  programs  was  delegated  to  the  Kegional  Offices  of  Educa- 
tion, giving  them  responsibility  for  the  evaluation  of  proposals,  fund-^ 
ing  decisions,  grant  and  contract  negotiations,  and  the  monitoring  of 
funded  projects. 

.  Proposals  are  submitted  aimualljr  to  the  regional  offices.  Each  pro- 
posal is  read  by  a  panel  of  experts  in  the  education  of  disadvantaged 
students,  including  two  non-l^*ederal  readers  and  a  number  of  the  Oh 
Kegional  OlUco  program  stall'. 

After  rf> viewing  these  evaluations,  the  regional  stall*  requests  a  third 
non-Fedoral  evaluation  if  there  i^li  wide  divergence  of  opinion  about 
u  proposal.  Those  recommended  for  funding  are  approved  by  the 
Kogioiuil  Commissioner  of  Education. 

During  the  1975^1-74  funding  cycle,  a  multi-year  approval  system 
was  implemented  for  these  programs.  This  system  is  designed  to  allow 
applicants  to  project  goals,  objectives,  work  plans,  and  activities  over 
a  a-year  period.  Continued  funding  for  the  full  multi-year  cycle  is 
always  contingent  upon  the  availability  of  funds,  a  successful  prior- 
year  performance,  and  an  administrative  decision  that  continuation  is 
ill  the  best  interest  of  the  Government.  Successful  applicants  binder 
this  system  must  reapply  in  each  succeeding  year  as  iioncompetiug 
continuation  applicants*  ,  ^ 

Koughly  96.0  percent  of  the  total  program  funds  are  allocated  an* 
nually  from  the  central  office  to  the  regional  offices  to  support  regular 
projects.  About  8.5  percent  of  the  program  funds  are  retained  by  the 
central  office  to  support  demonstration  and  service  projects  which  arc 
national  or  inter- regional  in. scope.  These  projects^  which  are  a  mech- 
anism for  implementing  innovative  concepts  for  the  education  of  the 
disadvantaged  or  providing  national  services,  are  funded  and  moni- 
tored by  the  central  office  in  conjunction  with  regional  personnel. 

The  funding  history  of  the  programs  from  their  inception  is  at- 
tached as  table  1  (Talent  Search) ^  table  2  (Upward  Bound),  and  table 
(J  ( Special  Services  for  Disud vanta|?ed  Students) . 

Regulations  including  crit6l'la  for  the  Educational  Opportunity 
Center  projects  were  published  in  the  Ecderal  liegister  on  April  21), 
1974.  A  total  of  180  proposals  was  received  at  the  central,  office  on 
May  29^  1074. 
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A  pan^O  of  uon-FiHltM'nl  oxpot'ts  in  the  oclucatiun  of  the  dlsadvan-  ; 
tajjod  was  invited  to  join  with  tlio  Ottico  of  Education  to  evaluate  these 
proposals  for  a^ew  program  activity.  Ten  to  li}  proposals  will  be 
recommended  for  fundmji>*  as  pilot  projects  during  the  first  year  .of 
pro{{ram  operations,  Coa^vressional  notifications  of  these  projects  will 
bo  made  prior  to  June  30, 1974. 

/i.  Management  of  projects  • 

Projects  are  monitored  to  see  that  pach  is  ineetinj;  its  approN  cd  ^'oals, 
objectives,  work  plans,  and  activities.  Monitoring  is  accomplislied 
thron^h  on-site^  visits  W  regional  office  personnel  and  professional 
site  visitors,  regional  and  State  meetings^  and  workshops  conducted  by 
regional  office  stafFj  and  regular,  reports  to  both  the  regional  aiicl 
central  offices, 

0^  liepovting  of  projects 

Because  of  the  variations  amon^,  the  program  goals,  each  of  the 
prog^rams  has  special  reportinj>*  requirements  in  addition  to  common 
requireinents  for  quarterly*  mid-year,  and  annual  reports  covering 
progress  in  meetiiig  project  goals  and  objectives,  disbursements^  and 
property  transactions. 
Special  reporting  requirements  are  as. follows: 
Talent  Search !  Semiannual  statistical  reports  covering  background 
of  clients^  educational  status^  and  project  accoinpHyhments.  These  are 
summary  reports^  although  projects  are  required  to  maintain  indi- 
vidual records.  , 

Up^vard  Bound  \  Reports  covering  individual  student  demographic 
data  as  they  enter  and  lea-ve  the  ijroiect.  Periodic  surveys  attempting 
to  track  academic  progress  of  individual  students  and  to  update 
records. 

Special  Services:  Semi-annual  statistical  reports  covering  back- 
gro\uid  of  iDarticmants,  educational  status,  project  activities  and  stu- 
dent retention.  These  a^e  summary  reports,  although  projects  are 
required  to  maintain  individual  records. 

Educational  Opportunity  Centers  t  Quarterly  statistical/narrative 
reports  covering  information  on  participants  as  well  as  tracking  prog- 
ress  the  project  is  making  in  attaining  its  objectives. 

Z?.  Demand  for  the  programs 

One  available  measure  of  known  demand  for  the  Student  Special 
Services  programs  is  the  nmnber  of  proposals  received  annually  by 
the  U.S.  Ofiice  of  Education.  Tables  1^  2,  and  3  contain  this  informa- 
tion by  program  so  that  one  may  compare  thef  number  received  Avith 
the  number  funded* 

The  Office  of  Education  is  often  asked  to  define  the  potential  popu- 
lation to  bo  served  by  these  programs.  It  is  difficult  to  arrive  at  a 
precise  figure.  The  low-income  population,  14-  to  Sl-year-olds^  accord- 
ing to  the  latest  Census  figures,  is  85984*000.  We  must  add  to  this  group 
an  unknown  number  of  additional  students  eligible  for  program  serv- 
ices, including!  (i)  the  physically  disabled;  (ii)  those  in  "cultural 
need^*{  and  (lii)  the  ^*over  21**  group  that  will  include  high  f^chool 
and  college  dropouts  as  well  as  those  who  have  never  enrolled  in  post- 
secondary  study  programs* 
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The  sttttleiit  populdtion  citwently  served  by  tlio  Student  Special 
Services  Programs  is  2Q^,0p0  which  represents  less  than  7  percent  ot 
the  known  ehgible  population. 

m,  TiiK  liVAWA'noN  or  the  wiograms 

The  evaluation  of  the  Student  Special  Programs  is  based  on  thl'ee 
general  sources  of  information:  (A)  on-site  evaluations  of  projects ^ 
(B)  regular  reports  submitted  by  the  projects  aaid  maintained  in  tli.e 
management  information  system  of  the  Office  of  Education;  and  (G) 
special  studies  contracted  by  the  Office  of  Education  or  undertaken  by 
other  agencies.  Some  of  the  detailed  accomplishments  highlighted 
by  the  management  information  system  are  included  ui  Table  4 
through  10. 

Highlights  of  the  data  accumulated  to  date  indicate  that! 

1.  Between  69  percent  and  '83  percent  of  the  Special  Programs  clients 
and  students  are  from  families  with  incomes  of  less  than  $G,000  pel' 
year.  . 

•3.  Except  for  clients  in  the  Talent  Search  components  o'f  the  Special 
Veterans  projects,  77  to  SA.  percent  of  the  persons  served  are  fi-om 
nou-wliite  minority  populations. 

3.  Out  of  a  combined  total  of  125,238  regular  and  special  veterans 
Talent  Search  clients  served  in  1972-73, 98,600  individuals  were  placed 
in  postsecondary  schoolsj  assisted  in  entering  other  training  programs, 
returned  to  school,  or  prevented  from  dropping  out. 

4.  Upward  Bound  lias  a  creditable  postsecondary  enrollment  record 
of  71  percent  of  those  who  completed  tlie  program. 

5.  The  Special  Services  for  Disadvantaged  Students  program,  in 
addition  to  reaching  its  intended  low-income  population  (69  percent 
of  the  students  came  from  families  with  adjusted  incomes  of  less  than 
$6,000),  reported  that  90  percent  of  its  students  have  remained  in 
iind/or  successfully  completed  the  program,  8  percent  left  for  reasons 
beyond  the  control  of  the  student  or  the  project,  and  2  percent  left  as 
academic  or  administrative  dismissals. 

6.  Approximately  3,000  physically  handicapped  students  were  as- 
sisted in  the  Special  Services  for  Disadvantaged  Students  Programs. 

7.  Talent  Search,  while  it  performs  many  additional  education 
functions  difficult  to  quantify,,  was  successful  to  the  extent  that  87 
percent  of  its  regular  clients  and  61  percent  of  the  veterans  served  by 
the  program  Were  placed  in  postsecondary  institutions  or  accepted  for 
enrollment  in  the  16972-73  program  year. 

Fuithcr  program  evaluation  has  been  conducted  through  contrac- 
tual arrangements  or  Undertaken  by  government  agencies.  The  Special 
Services  for  Disadvantaged  Students  program  has  recently  been  the 
object  of  a  two-year  study  by  the  Educational  Testing  Service,  Prince- 
ton, New  Jersey.  Although  the  final  report  has  not  yet  been  submitted 
to  the  Office  of  Education,  the  draft  has  been  studied  aiid  used  in  the 
preparation  of  new  program  Regulations.  • 

The  ETS  study  indicates  that  the  Special  Services  Program  is  a 

Sosltive  force  in  effecting  institutional  change  to  meet  the  needs  of 
isttdvantagfed  students  on  the  campus.  The  study  also  suggests  that 
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individual  student  porfonnunce  tends  to  bo  a  function  of  the  attitude 
of  tlie  njstitution  toward  students  who  laolc  skills  that  allow  them  to 
compete  with  tlielr  peers. 

The  report  does  offer  several  recommendations  to  the  Office  of 
Education: 

First.  Institutions  tliat  are  funded  must  make  absolutely  certain 
that  institutional  objectives  are  compatible  with  the  needs  of  the  dis- 
advantaged students ; 

Second.  Institutional  lines  of  authority  must  be  specified  to  assure 
response  to  the  needs  and  problems  of  disadvantaged  students; 

Third.  A  special  and  extraordinai-y  elt'ort  nutst  be  made  to  insure 
that  students  are  aware  of  the  supportive  services  available  to  them 
through  the  program  and  through  the  institution. 

Fourth.  There  must  be  realistic  assignment  of  budgets  to  tasks  and 
activities  so  that  programs  do  not  take  on  too  many  activities,  or  serve 
80  many  students  that  the  program  is  A'itiated. 

Fifth.  There  is  need  for  careful,  thoughtful,  and  specific  measurable 
program  goals  and  objectives } 

and  meet- 


rogi-am  evaluation  and  renewal  must  be  based  on  stu- 
dents being  able  to  reach  a  retention  or  performance  rate  that  equals 
that  of  the  nondisadvantaged  student ; 

i)ighth.  Monitoring  of  programs  must  be  given  a  higher  priority; 
and 

Ninth.  The  student  eligibility  requirements  must  be  tightened  as 
many  students  in  the  program  were  found  not  to  need  the  academic 
portion  of  the  program. 

^Il'^'*-'^®,  W"""9"<^^"*^ions  are  presently  under  consideration  by  the 
Oflice  ot  Education.  • 

Talent  Search  and  Upward  Bound  Programs  are  now  the  subject 
of  a  2-year  study.  The  results  of  this  study  will  be  available  in  early 

In  reference  to  other  governmental  studies,  the  General  Accounting 
pihce  has  made  an  investigation  of  14  Upward  Bound  projects  located 
in  three  regions.  The  results  of  this  study  were  made  available  to  the 
Congress  on  March  T,  1974. 

The  GAO  report  offered  many  constructive  suggestions  to  the  Office 
of  Education— suggestions  that  were  overdue  in  many  areas.  The 
establishment  of ^  dear  measurable  objectives  will  be  implemented  in 


who  do  not  meet  the  risk  and  income  criteria. 

With  respect  to  other  issues  raised  in  the  GAO  report,  I  should  like 
V^T'^  ^l^f.  subcommittee's  attention  to  the  official  response  from  the 
Office  of  Education,  dated  May  SC. 

At  tins  point,  Mr.  Chairman,  1  would  be  pleased  to  respond  to  any 
questions  you  might  have.  *-  i  j 

[Tables  follow!] 
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TABIE  l.-TAUNT  SEAflCH 


  fiscal  yeaf--       •  :        _  ' 

1960      1967      1968      1969      1970   *^1971 1     1972  1  ^79731 


Rmdsrequest^Bd (thousands)   $7,723  $10,907  $14,771  $18,500    $14,647  $II,8S4  $21. 2S8  $17,834 

ObllgationsOhoUsands),, $2,000    $2,492  »$3,884    $3,876     $5,000    $5,000    $6,000  $6,000 


Proposals  received                        130  176  22B       254        192       <3>       223  234 

FfOjects  funded                              42  50  72        66       .84        90      n66  117 

tddents  served  » 50. 000  &  62, 500  $  97, 500  ^93.90!)  M25,000  125,000  125,000  U25,400 

Average  cost— 
Perstudent,  

Per  project                       $47,619  $49,840  $53,944 


Perstudent  MO     «$40     «$40     «$10       «$<0       $40       $48  $48 

   "  $58,727    $59,524  $55,556  $36,145  $51,282 


t  Progratn  resiflniiized  Jan.  1, 1972. 

i  Amount^ayailable  $3,900,000  due  to  $100,000  savings  requested  by  administration. 
9  Not  available. 

•  4  67  veterans  pr 3  acts  counted  In  both  Talent  Search  ani  Upward  Boun'J  this  year  only, 

•  Estimated.  Limited  staff  prif vented  dat^  collection  prior  to  fiscal  year  1971  Fiscil  year  1973  datJHnot  available  until 
program  year  closes  June  30, 1974, 

TABU  2.--UPWARD  BOUND 
1965       1966       1967       1968       1969      1970    I97n      1972  >      1973  1 

Funds  requested 

(thousands)    (2)        (a)        (t)        (t)       )<«)    $37,188  $50,000    $73,377  $49,227 

Program  funds  * 

(thousands)   4$2,400  4  $24, 900  «  $28,200>  4  $31,600    $30,600  $28,300  $28,500  »'$33.600  $38,331 

Proposals  received...     .    36        292        348        355        ,445       424       500        895  497 


Pro  ects  funded.            n?  4  218  4?49  4  285  300  292  302  «  378  416 

Students  served          4  2,061  4  2o,333  422.440  425,368  25,740  27,346  28,142  '  33, 809  1 427,900 

Average  cost*** 

Perproject  $141,176  $114,220  $113,253  $110,877  $102,000  $96,917  $94,370  $88,868  $92,141 

Perstudent         4$i,t64  4  $1,225  4$l,257  451,246  $11189  $l!035  $11013  $994  « $1,374 

t  Program  regionalized  Jan.  1, 1972. 

3  Not  available. 

if  Excludes  administrative  ^unds. 

4  Prior  to  fiscal  year  1969  program  was  under  OEO  auspices.  Data  on  program  funds,  number  of  projects  and  students 
served  secured  from  Qreenleigh  reports 

4  $1,400,000  to  fight  to  read. 

467  veterans  projects  counted  in  both  Upward  Bound  and  Talent  Search  this  year  only. 
^^'^  The  20 percent  matching  of  Federal  funds  wa^  eliminated  bv  Public  Law  92-318,  June  23, 1972.  Orants  for  fiscal  year 
1972  had  already  been  negotiated.  The  increased  cost  per  student  served  and  reduced  number  of  students  reflects  the 
iniPiementatlon  of  full  Federal  funding. 

>  An  additional  25.000  veterans  will  receive  outreach  and  counseling  services  only.  They  are  not  included  in  the  total 
students  served  by  Upward  Bound  to  avoid  gfoss  distortion  of  cost  per  student. 

TABLE  3.-SPECIAL  Sfif^VICeS 


Funds  requested  (thousands). 
Obliiiatlons  (thousands)......, 

Proposals  received....  

Projects  funded  

Students  served.;  «... 

Average  cost*- 


Per  student. «4« 
Per  project  


1970 

19711 

197^1 

19731 

$90,000 
$10,000 
424 

.  121 
30,000 

$63,321 
$15,000 

m 
190 
51,500 

$40,123 
i $14  175 
420 

'  208 
62,400 

$44,086 
$22,998 
485 
i  322 
4  100,000 

$82,644 

.  $291 
$78;947 

4  $230 
$71,422 

?I2S'in?«fi'?«3H»d  Jan.  1,  972. 
i  1825,000  to  right  to  read. 
)  Not  available.  .     .  ^ 

4  Estimated.  Program  year  closes  June  30i  I974i 


286 

TABU  4 
(in  percent] 


TS 


Eligibility  criteria  family  income 


  $S<new  students  only) 

1971-72      1972-73      1971-72  1972-73 


TS/U8 
vets* 
1972-73 


Eligibility  criteria: 

tow  family  Income  

cji!lt^/aeog,  isolation  , 

OlscreVlon  of  p61l 

Physical  disability  

.  Noneof  tnese  , 

Not  reported*.  

Family  Income  (new  students  only): 

Oto  $2.999  

13.000 10  15,999,  
6,000  to  $7  499  
71500  to  $8.999  - 
9,000  or  more:  
lot  reported..*...  «... 


NA 
NA 
NA 


NA 

19 
29 
6 
3 
2 

41 


73 

83 

75 

19   

13 

11 

4 

5 

9 

0 

\ 

0 

io 

33 

32 

39 

42 

37 

15 

8 

14 

.  a 

7 

I 

5 

7 

2 

7 

4 

61 
3 
35 


56 

\l 

5 
S 
I 


TABU  5 

|ln  percent) 

£tHno*rdClal  background 

TS 

1971-72  1972-73 

SS 

  TS/UBvets 

1971-72      1972-73  1972-73 

Black....  

American  Indian  

Oriuntai  American.......  

Spanish  descent: 

Mexican  American*.. ......... 

Puerto  RIcan...  

Other*  ^  

\vhlte  (other  than  Spanish  descent). 

Other  

f^ot  reported..*.  ^  


43 

51 

55  . 

49 

9 

U 

5 

7 

1 

1 

2 

1 

14 

15 

14 

16 

4 

4 

5 

? 

I 

18 

16 

I 

2 

2 

.  0 

0 

.  2 

1 

0 

8 
2 
0 

0 


TABLE  6 

TS 

1971-72 

1972-73 

Vets,  1972-73 

-  Program  accomplishments 

.  Number  Percent 

Number  Percent 

Number  Percent 

postsecondary  placement!                           ...  ^, 

Enrclledln  college                             28, 638        23  30, 997 

Accepted,  but  not  yet  enrolled   22, 313 

Placed  In  acti on.  etc.  -   1 736 

Placed  In  Armed  Forces  training  programs  *   442 

Drop'Out  prevention  and  return}  .     ,  .          «...         «  «  «a4 

Beturned  to  etamentary/secoiidary  school           1. 684        i  1 161 

Returned.to  postsecondary  jcnpoi.  — r£5A  r  Itl^ 

Placed  in  high  school  equivalent  or  GEO  program.    4, 530         4  3, 857 

Placed  in  adult  basic  education  drograms. .  .*   1 592 

Prevented  from  dropping  out  (all  levels)  -   8,725 


32 


9,670 
3  650 
288 
27 

.  213 
1.878 
3,480 
356 
2,245 


0 

1 
8 
IS 
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TABLE /.-UPWARD  BOUND 


Fiscal  year- 


output  measures  1965 1 


Percent  distribution  of  students  aided 

by  gross  family  Income  category. . , .  100. 0 

Otofi,999   (42.5) 

$3,000  to  $5.999   (47.5) 

$6,000  to  $7.499   (7.5) 

$7,500 to $8,999   '  (0) 

$9.000 or  more  ^   (2.5) 


t  Data  not  yet  available. 

TABLE  8.-UPWARD  BOUND 

Fiscal  year*-^ 

Output  measures 

1965     1966     1967     1968     1969     1970     1971     1972  1973 

Percent  dlstrll)Utlon  of  students  aided     \.       ^  .^^  ^       ,  «       ^  >iv 

byethneraclalcategory   NA   100. 0   100.0   100. 0   100.0   100.  o   100. 0   100.0  (») 


American  Negro..   (52.0)  (51.6)  (54.4)  (54.5)  (55.6)  (51.5)  (56.8) 

Amerlcanlndlan   \4.l>  '(4.1   '(4.5   '(6.oS   (6.35   (7.9  (5.6 

SMf* Ame'lca"^^   -  -   J^h   S'tl   A*U   All  SS*S>  M*l\ 

(4.2). 


Spanlsh'Surnamed Amer can   (7.4)   (?.85   (9.35   (9.4)  J9.5i  ao.85  (9.r 

jfrhlte American  (33.lS  (3U5   29.6)  (kl)  (25.75  (28.45  (23.0, 

Other  J (3.4)    (1.9)    (1.5)    (1.3)    (0.9).  (0,5)  (4.2 


*  Data  not  yet  avaltabte. 

)  In  1966|  Oriental  Americans  were  Included  In  the  3.4  percent  "Other"  category. 

}tatimU  Upward  Bound  pt^Hkcoondurv  siatMlos  i9(J5-75* 

1.  Number  of  former  Upward  Bound  students  who  have  graduated 

from  high  seh(>oL-.-M-.**.-—  — — ^^^^^^^^^^^^^^^^^^^^^  fl7»410 

2.  Kumber  of  former  students  who  planned  to  enroll  at  a  2*  or  4*year 

college  ^^.^^   4a,5?T 

2u»  Percentage  oi!  high  Mohool  graduates  who  planned  college  eurotlnient^  11 

3.  dumber  of  former  stttdents  who  matriculated  at  a  2*  or  4-year 

edlege    JIT,  376 

au.  t*ercentage  of  high  school  graduates  who  niabi.  -Ulated  into  college..-  03 
8b.  Percentage  of  students  who  planned  enrollment  who  matriculated--^  02 
4«  Number  of  students  who  planned  enrollment  at  a  postsecondary  in- 
stitution other  than  a  2-  of  4*year  college—-— ——————         8, 100 

4a.  Percentage  of  high  school  graduates  who  planned  other  postsecond- 

ary  enrollment-*^*.-----^-.-----------"--"-.-——— 6 

5.  Number  of  former  students  who  nmtrlculuted  at  their  own  host 

Institution    u  — 1«,027 

0.  Number  of  former  stitdeiit^M  who  matrlculuted  at  an  Upward  Bound 

hofeit  lnstitutif>n  other  than  their  own— — 7, 203 
T.  Number  of  students  wlio  nmtrictilated  at  Institution  which  does  not 

currently  host  an  Upward  Bound  projects— 14,080 
S,  Number  of  former  students  who  matriculated  at  u  2-  or  4.year 

college  ..--.---.-u--.-«a------.-«.--^--^-..^.---  -  37i376 

{).  Ntimber  of  students  last  reported  as  enrolled  in  college—-———  1»»  800 

10.  Numbt^r  of  former  students  reported  graduate.*;  of  a  2\vear  college^.-  301 

11.  Nttttiber  of  former  students  reiK>rted  holding  a  baewilaureate 

degree  -u-u-a-M—^—  «-„.....-.-.:.-w— — -.a.^-M—  1, 8<4 

12.  Number  of  former  students  reported  attending  graduate  or  profes- 

sional schools-*.-----— ^^'^ 
18,  Percentage  of  college  ntatviculants  who  were  either  roportwl  still 

enrone(i  or  graduated  frotii  college*.— 87 

ta'h<»  tioattideoiutnfy  eftrqUmmit  data  cited  nbovc  doe«  iiot.reHect  Infdrmatlott  oh  fofmer 
t?t)W«fd  Botmd  sitidtmta  who  decided  to  dbtttia  a  imstaecoadttry  educAtlott  somctltne  nfter 
tl  I'V  irjft  th^  progrtttth  aiiice  m  Offloe  of  BJdUdfttlgti  doe«  not  wajntala  ctuttaot  with  mid  i 
mdlvlduiil  mm\t  nfter  lie  it^iivos  tlio  MOfc'mm,  inforwiitlou  on  atudenttt  who  tmiiflfoi*  eaP 
k^m  or  Avho  drop  out  of  aohool  tdmporutiiy  iu  alBo  logti 
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TABLE  tO.-^SPECIAL  SERVICES,  RETENTION  IN  PROGRAM 


l^f  $  Id 

107  Ml 

Reasons  for  ledving  program 

NurfiDor  0? 
students 

Percent 

Number  of 
students 

Percent 

10,9 
1.8 
U9 

6.944 
1.288 
2,147 

ll.S 
2,1 
3.5 

14,6  . 

17.0 

13.7 

6.383 

10.« 

28.5 

16,762  ■ 

27.8 

Tablk  11  ' 

Dependent  18  to  Si  year  oUts  not  enrolled  in  coVvrfCt  not  high  school  graduates 

hg  family  inmmet  Idll 

(Percent  of  ngo  group  not  onroUodi  not  hl^h  school  graduate] 


Family  income: 

All  lnoome^--.M— .     ^^-^•^  14 

0  to  $2,9tH)—      ^  39 

$3»000  to  U,m  L   .   32 

l?ri,000  to  $7,40f>  1   18 

.  $7X)()0  to  $9,009   13 

$10,000  to  $HW>9   7 

$15,000  ami  ovor--.-  -  ^  ,    3 

DeDcndent  18  to  2//  j/car  otd3  attending  coUega  hg  family  ineome,  1911 

^     ,  tl^ercont  of  rtgttgrotli)  In  College] 

Family  Itioomt*:  , 

All  iticome  ^  3S 

0  to  $2,909...   15 

$3,000.  to  $4.909.-.   .    21 

$5,000  to  $7,499   2.S 

$7,500  to  $9,099.-.   84 

$10*000  to  .$14,999   ,   42 

$16,000  nml  over^—  .m-.^.^.-;..--...  58 


TABLE  12>-SP£CIAL  PROGRAMS  TOTAL,  PI6CAL  YEAR  1973  FUNOtNO 

(Program  year  1973-741 

t..uAUA  H  .J  Number  Of  Averago,     Number  of 

Requested  Punded  (irojects  award  students  t 

California                              $15,109,461  $5,318,610  65  O)  43,345 

flOfldA                                       2.R7.907  1.965  423  25  U  6  718 

llljlOls*..*                                  5,926,689  2,360  629  23  U    '  U  540 

Jdlana                                       1,680,816  1,065.793  12  h)  3  243 

Michigan                                      3,771,494  1  979  213  23  (i)  6  237 

Sow  York.                                   5  427. 585  5  087  048  49  hi  17  126 

Nortt)  Carolina                              2.930,260  2.280  676  29  h)  7  444 

Oregon...........  .....4*.....*     1,483.108  698,839  13  0)  2  855 

PenWartia  !  :     4  006  520  2.224  726  30  M  6  559 

Pu^rloRICO  V.     1.169,731  1,091,691  12  \i)  I'M 

[  Aggregato  of  eslimates  for  ea^h  of  the  orogramsi 
^See  average  award  for  each  of  the  programs. 
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TABLE  13.-TALENT  SEARCH,  FISCAL  YEAR  m  fUNOiNQ 
(Program  year  1973^741 


Requested 


Number  of 
Funded  projects 


Average 
award 


Number  of 
students^ 


California   165  959  ^loMH  H  50'738 

□ana.:.   66.649  64,340  1  64.540 

Mich  gait   306,787  105,000  2  52,500 

NewXk                   .  .  -   460,260  376,907  8  47,113 

North  Carolina.    130.805  .120.500  2  60,250 

Oregon,....   2.U399  .77,943  3  25,981 

Pennsylvania   447,354  63,000  3  54.333 

Puerto  Rico,*   3  110,000  110,000  I  110,000 


12. 286 
2.030 
7,037 
1.287 
2. 100 
7,538 
2.410 
1, 559 
3.260 
2,200 


t  Estimated  at  $50  per  student.. 
2  Request  amount  v^as  funded. 


TABIE  14.--SPECIAt  SERVICES,  FISCAL  YEAR  1973  FUNOINQ 
IPfogram  year  1973-74) 


Requested 


Number  of 
Funded  projects 


Average 
award 


Number  of 
students  t 


California   ^HMtl  080, 977 

Florida  ^   905,683  3  905,683 

iBl::::::...:   3,420,952  825,958 

Indiana   '  525'11?  3?1'282 


t  Estimated  at  $227  per  student 
3  Requested  amount  was  funded. 


24 

4 
9 
16 
12 
5 
9 
7 


86,707 
64  691 

104,370 
83,500 
83  778 

103,694 
78  444 
45.884 
54  333 
89,286 


TABLE  15.--UPWARD  BOUND  FISCAL  YEAR  1973  FUNOINQ 
IProgram  year  1973-?4l 


Requested 


Funded 


Number  of 
piojects 


Average 
award 


9. 167 
3.990 
3,643 
I  471 
3,322 
7  379 
4  147 

1  Oil 

2  1S4 
2,753 


Number  of 
students  t 


California  

Florida   'S§H§^ 

Illinois   ^'IIIWa 

[mm   ,  807,424 

Michigan   H§§'?2§ 

NewYoil^   MllM 

North  Carolloa   ^'JS?'??? 

Oregon...   ^  xSlsS? 

Pennsylvania   2,085.777 

Puerto  flico  :   377.223 


$2,624,212 

958,265 
1.181  806 

667,453 
1.120  213 
3,035  039 
1.218.850 

391,473 
1.572.726 

356  691 


30 
9 

11 
7 

12 
25 
15 
5 

18 
4 


87,474 

106  474 

107  437 
95  350 
93.351 

121.402 

81,257 
78.295 
87.374 
89  173 


1,910 
698 
860 
485 
815 

2.209 
837 
285 

1.145 
260 


t  Estimated  at  $1,374  per  student. 
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Mv.  O'Haka.  Thank  you  vovy  ninoh.  T)v.  Speannnn, 

Dr.  Speni'inan,  does  oiu!  of  yom-  tables  hove  liavc  to  do  with  the 
funding  history  of  these  prop;rn ms  ? 

Dr.  Si>EAi!MAX.  Tables  1, 2,  and  a  show  (his  >rr.  Chairman.  In  table 
1,  the  first  lino  represents  the  amount  of  funds  requested  bv  institu- 
tions annually  from  10G6  thrnudi  .1i)7.'5.  Foi-  exiunple.  iii/in7«.  the 
institutional  or  agenov  request  for  l-'edci-iil  Funds  as'HS  $1 7,8:34 .ono. 

The  obligations  of  the  Federal  appropi'iation  on  that  line  was  $0 
miUion.  Wo  received  2«4  pi'oposnls.  Wo  wore  able  to  fund,  from  this, 
117  jiroposals.  The  number  of  students  served,  and  that'is  a  total  num- 
ber for  all  117  projects,  represents  125,400,  at  an  average  cost  of  ijiiS 
per  student,  and  an  average  cost  per  project  of  $ol. 282. 

That  information  is  pretty  mnch  duplicated  in  tables  2  and  !3  with 
respect  to  the  Upward  Boimd  progrnm  and  the  Special  Services  pi'o- 
|!;ram.  For  example,  in  107?),  in  Upward  Bound,  we  received  reqtU'Sts 
ui  the  amount  of  $49  million.  The  appropriation  was  $:]S.«;ri  million. 

Wti  received  497.  proposals,  funded  41f).  sci'ving  27.<.)00  students  at  an 
average  cost  of  $1,?)74  per  student,  at  ah  avei-age  nroiect  cost  of 
$92,141.  . 

In  the  Special  Services  Pi'ogvam.  refei-ring  onlv  to  107;),  there  M-as 
a  request  for  $44  million.  We  obligated  $22 jms.nno.  I  cannot  acconnt 
for  the  loss  of  that  .$2  million.  The  umnbei'  of  proposals  received,  4.So. 
We  funded  !322  to  serve  100.000  stndents  at  an  average  cost  pei'  student 
of  i';2;>0.  and  an  average  project  cost  of  5^71.122. 

^fr.O'IlAifA.  What  is  the  funding. •situation  for  1074? 

Dr.  Si'KMniAX.  The  1974  apprnprhuion  is  pi'oci,=;clv  the  .<!!ime..  with 
the  addition  of  $8  million  to  im])1emenl  the  new  Fdncntimial  Oppor- 
tunities renter  pi'ogi'am.  So  we  are  lalkliig  id)out  $70.:VU  million  for 
all  four  programs.  ' 

^fr.  O'IIaiia.  Tlie  current  budget  I'equests  a  re — - 

D'*.  Si'KAr;:MAX.  That  is  also  the  197")  budget  I'eque.st. 
^  ^fr.  O'TTaua.  One  of  your  pi'ograms  involves  getting  out  informa- 
tion. Tour  Kducational  Opportnuities  ('entei's  iuvolve'disseminatlnjjf 
information  with  res))ect  to  ftn.-uicial  and  academic  assistance  avail- 
able for  pcrtious  residing  in  such  ai-cis  desiring  to  pursue  a  pi'ogi'am 
of  postsccondary  education. 

ITow  many  of  these  ceiUei-s  do  you  now  have  ? 

Di',  Si'KAri^irAX.  Xoiie  at  the  in-esetU  time.  One  hundred  eighty  pro- 
tiosals  wei'e  I'eceived  on  May  20.  and  evaluated  between  ,Tnne  2  'and  o. 
We  {dan  to  have  the  pi-ografn  operalioiial  on  .Tnlv  1  bv  funding  12 
Ceiiters  thi'ongliont  the  coUMtry.  Thei'c  will  be  a  center  i'n  each  of  the 
,  region?  nf  the  ollice  of  Fducal  ion. 

Ml*.  O'TIaua.  When  you  tallc  about  aivas  with  nnijor  concenti-ations 
of  low-mcome  populations,  what  sl/ie.  ai'eas  ai'e  you  talking  abouts 
inetropnlifnn  areas,  cities,  neigliboi'hoods?  AVhat  order  of  inagnitudo 
«re  we  talking  about  ?  Ai'o  tl)ey  counties  oi"  parts  of  cities? 

Dr.  Si«MAt!irAX.  We  are  talking  about  parts  of  cities,  rural  and  urban- 
are."s  that  efnbi-Mce  n  significant  poi'tion  of  low  income  youth. 

^ir.  O'ltAtiA.  In  othei'  words,  in  the  D.C.  area  you  might  ha\'e  such 
(I.  center  in  .Southeast? 

Dr.  Sf'K  vttMAN*.  rori'ect. 

'Sh\  OltAtJA.  And  then  if  thei'e  i.-^  a  hid  in  Xoi'thwest  who  wanted  iu- 
fornnitiou.  wlmt  would  happen  then  ? 
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and  the  amount  of  funds  allocated  to  one  ceJitor,  to  be  able  to  eflec- 
t  voircover  an  entire  area  the  si/.o  of  the  District,  but  we  won  d  like 
fo  h«  aWo  to  make  the  center's  activities  known  to  all  of  the  citi;5ens 

^'^it  pl^iSL  M.  Chaiman,  I  might  mtejj^t  an  add^^^ 


anti  wo  wm  uo  vL-ry  caretully  xu.*w„.»f^  .v.v  -„  -  -  v  .  p„  ,  , 

does  do;  does  it  tend  to  bo  restrictive  in  the  sense  fliat  tlie  tentei  s 
.'oo"Tai)hi«  location  limits  tlve  clientele  served,  or  can  one,  in  a  maioi 
ooncentration  of  low-income  population,  serve  a  larger  geographic 

'^"riiat  is  one  of  the  criteria  we  use  in  evaluating  the  proposals. 

Mr.  O'llAKA.  1  ha\'e  been  looking  at  the  accomplishments  ot  the  pro- 
•n-ams  and  I  am  wondering.  I  see  no  reference  in  here  any whtere  on 
higliUj?!its  of  data  accumulated  to  date  that  has  to  do  with  student 

''^7'tt'e  no'l'eference  in  here  anywhere  to  control  groups.  Have  you 
atteniDted— it  may  be  indeed  that  90  percent  of  the  students  wlio  have 
boen  assisted  in  special  services  for  dfisadvantaged  P^'ogyi^^l^jv^ 
tuained  in  and/or  successfully  completed  the  program;  9o,600  placed 
in  postsocondafy  schools,  assisted  in  entering  other  programs,  returned 
to  school,  or  prevented  from  dropping  out.  '  .    .         ,  . 

Talent  Search,  uT  percent  of  its  regular  clients  and  Gl  percent  ot 
the  s-eterans  served  by  the  program  were  placed  or  accepted  tor  en- 
rol huent  in  postsecondary  institutions.  I  am  wondering  to  what  extent 
that  would  exceed  a  control  group  from  similar  backgrounds  wlio 
weren't  receiving  assistance.  „  , 

In  other  words,  I  think  the  best  measure  of  the  e%tiveness;oi  the 
pi'ogranis  is  to  what  extent  they  are  assisting  people  in  achieving  re- 
sults that  would  not  otherwise  be  achieved.  ...  ii. 

Would  there  be  considerable  numbers  doing  these  things  it,  there 

^^''l)l^'?mI^^     'Stv.  Cluiirman,  I  would  like  to  ask  Dr.  .Tones  to  re- 

J.SSHioscarch  Triangle  Institute  of  North  Carolina  is 
iindoftaking  a  control  study  of  the  Upward  Bound  proo;ram  as  a  part 
of  an  overall  study  of  both  Talent  Search  and  Upward  Bound  under 
OIC  contract.  The  design  and  information  will  become  available  with 
the  final  report  due  in  late  1975.  ,   ,   ,  i    *  m 

It  is  r)resentlY  iini)ossible  to  design  a  control  study,  for  Talent 
Si.arf'h,  Descripti\'c  information  about  the  clients  in  any  single  project 
is  not  available  for  control  purposes.  The  Il.T.I.  study  will  describe  the 
clients  j  once  this  is  (.'ompleted,  it  may  be  possible  to  design  a  control 

^*^"rfie  reasons  for  this  are  understandable.  The  average  Talent  Searcli 
i.roiecfc  works  with  three  tlistinct  groups  of  clients  J  feecondary  and 
college  dropouts  in  a  signilicant  age  spam  graduating  seniors  in^need 
of  linnu'diate  assistaiice  in.gaining  admission  to  a  m)stsecondary  insti- 
tution together  with  assistance  in  obtaining  ftnancml  aid ;  and  students} 
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below  tho  12th  {£ViMh  whonood  eflfcctive  career  coiuiseling  to  mako  iiv- 
telhffent  career  cleciHions,  particularly  oounsoling  that  seeks  to  advisa 
stuclonts  about  the  necessary  prerequisites  for  an  adequate  secondary 
school  backjjrouncl  for  postsecondary  education.  Talent  Search  also 
soisos  sttulents  of  cultural  needs.  Until  these  {jroups  are  described,  a 
control  study  is  extraordinarily  difficult. if  not  virtujilly  impossible, 
to  design  from  the  "matching"  needs  of  an  adoquati'ly  constructed 
control  group. 

Individ ual  programs  have  conducted  internal  experiments  with  con- 
trol groups.  Altlioufyh  we  have  never  formali^d  these  project  studies, 
thoi'o  IS  solid  evidence  that  projects  are  achiovinjj  their  objective  of 
postsecondary  placement.  Those  in  control  jjroups  do  not  proceed  into 
postscoondarv  education  unless  there  is  an  effective  oounselini?  program 
available  m  hijjh  schools,  or  students  have  access  to  a  Talent  Soardi- 
type  oporntion. 

The  universal  reports  we  receive  from  project  directors  indicates 
that  Iwjxh  school  counselors,  with  unusually  heiivv  student  loads,  often 
in  excess  ot  TiOO  students,  cannot  deal  with  individualized  needs  of 
students,  purtuMilarly  those  from  disudvantaf;ed  back^jrounds.  Coun- 
selors tend  to  prefer  to  work  with  advantaged  students  and  M-ith 
achievers,  project  directors  believe.  There  is' also  a  suspicion  that 
counselors  are  more  than  ever  before  concoriied  with  attendance  and 
not  with  future  educational  planning.  In  other  words,  counselors  are 
oonccrned  with  dropout  prevention  and  not  with  career  educational 
options. 

The  rpward  Bound  program  did  fund  a  highly  sigiiiacant  control 
experiment  in  19C8-0D  before  .the  creation  of  the  'Special  Services  for 
Disadvantaged  Students  program  in  tho  Higher  Education  Amond- 
ments  of  1968.  The  T^niversity  of  New  Orleans—then  Louisiana  State 
TTiiiversity  at  Xew  Orleans— experienced  a  severe  problem  with  enter- 
ittjEf  freshmen  froin  disadvantaged  backgrounds  who  had  double  de- 
ficiencies in  both  English  and  mathematics.  Admission  to  a  State  insti- 
tution of  imhov  education  in  Louisiana  required  onlv  a  high  school 
diploma  and  tuition. 

T  StVlr^J!  P?}'^^^^^  Student.^  with  double  dcficiencie.'S  who  entered 
LSUNO  tailed  at  tho  end  of  tho  first  somoster.  In  a  decade,  less  than 
1  percent  had  graduated  from  that  institution. 

Ootnputers  perfectly  matched  two  groups  of  students  for  the  con- 
trol. Forty 'two  students  were  placed  in  a  special  Upward  Bound  pro- 
gram ot  general  studios  for  one  semester,'  the  control  group  of  42  en- 
tered regular  freshman  classes. 

Our  last  report  on  those  students,  March  lOTB,  is  significant; 

*'/?<>tenffo)i  Rate,  of  the  WO!)  G&mrttt  ^tndm  Upward  Boxiiul  Pm' 
mm..''--^r)  percent  ot  tho  1069  general  studios  program  (a  small  group 
of  double  remedial  students  who  wero  given  tutoring  and  academic 
supportive  services)  are  still  enrolled  in  higher  cducation—28  percent 
at  Lot  NO,  7  percent  at  other  colleges. 

Of  the  control  group  »  percent  are  still  enrolled  at  LSUNO.  Nono 
are  enrolled  at  other  institutions. 

Tho  control  group  was  matched  carefully  with  the  Upward  Bound 
gi-oup  not  only  as  ACT  scores  in  English,  mathematics,  and  compro* 
hciision  scores,  but  as  to  high  schools,  neighborhoods,  si^^o  of  fam- 
ily, and  disadvantaged  status  by  incomo. 
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The  above  statistics  show  that  the  Upward  Bound  program  im- 
proved the  chances  of  remaining  in  College  for  the  poorly  prepared 
disadvantaged  student  from  5  out  of  100  to  35  out  of  100»*^ 

Di\  Phillips*  AVe  do  have  some  independent  study  that  M\\  Spear- 
man has  been  reviewing.  Perhaps  he  can  relate  some  matewals  from 
that  study  to  the  question. 

Dr.  Spkahman.  When  we  examined,  in  a  study  on  socioeconomic 
rates  in  dropouts  and  retention  rates  amon^  individuals  who  go  to 
college^  we  examined  a  study  on  the  probability  of  young  people,  men 
going  into  postsecondary  education  from  the  lowest  socioeconomic 
status,  thut  is,  from  incomes  of  zero  to  $2,&00«  The  probability  is  about 
six-hundredths  percent.  For  women  it  is  about  seven-hundredths  per- 
cent. When  we  move  that  up  to  the  upper  socioeconomic  level,  the  prob- 
ability of  men  pursuuig  postsecondary  education,  or  avoiding  dropout% 
is  about  48  percent,  as  compared  to  B4  percent  for  females. 

So,  in  essencej  our  data,  while  lacking  the  precision  of  refiued  control 
techniques,  indicates  that  the  rate  of  college  attendance  for  young 
people  who^  income  is  less  than  $6,000  exceeds  to  some  extent  the 
predicted  rate.  In  round  figures,  this  would  be  approximately  15  per* 
cent  for  individuals  whose  mcome  is  less  than  $6,000  per  year  as  com- 
pared with  48  percent  for  those  whose  family  income  exceeds  $10,000.  . 

80,  there  is  something  like  a  diii'erence  of  times  the  opportunity 
for  postsecondary  education  for  those  individuals  who  are  from  the 
upper  socio-economic  scale.  • 

Mr.  O'ilAftA.  My  point  is  I  think  there  are  a  lot  of  Members  of 
Congress  that  are  not  completely  convinced  that  the  program  is 
achieving  results  different  than  those  that  would  be  achieved  without 
it. 

We  can  see,  for  instance,  by  looking  at  some  of  the  statistics  in  the 
report  of  the  Commission  on  the  ITunding  of  Postsecondary  Educa- 
tion that  there  has  been  an  increase  in  the  humber  of  students  from 
the  lowest  income  groups  who  are  continuing  on  hi  postsecondary 
education. 

1  am  not  sure  but  what  people  possessing  the  characteristics  of  those 
that  you  go  out  and  identify  and  assist  in  some  area  where  your  pro- 
gram doesn^t  operate  might  not  be  going  on  in  the  same  percentages. 

j;r.  Phillii*s.  You  are  really  questioning  the  marginal  utilitv  of  the 
program.  In  otlior  words,  the  program,  let^s  say  the  national  figure  is 
Hoinethinjj  like  15  percent  of  those'^under  $3,000  income  would  go  on  to 
college,  liiat  is  the  census?  data. 

You  are  questioning  does  the  availability  of  something  like  Talent 
Search  raise  that  rate  to  20  or  25  percent,  or  does  it  simply  mean  that 
the  same  percentages  go  on  regardless  of  whether  they  iiave  access  to 
this  program*  * 

Mr.  miAUA.  That  is  right. 

Dr.  VnihiAVB.  1  think  the  only  answer  we  can  give  you  on  that  right 
now  is  we  do  have  this  IITI  study  underway  which  is  A  fairly  compre- 
hensive 2*year  study.  It  does  contain  within  it  a  plan  whereoy  we  can 
test  the  postsecondary  participation  rates  of  the  people  served  by  the 
project  as  opposed  to  those  that  are  not  served  by  the  projects,  and 
we  may  be  able  to  give  you  some  data  early  in  1076  on  that  question. 

Mr.  'O^Maha.  ControUnig  the  thiiig  in  such  a  way  as  to  have  similar 
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|)(>p»latlon  in  each  j;mup,  tliut  is  the  material  that  I  don-t  find  horn 
I  have  that  same  trouble  with  the  level?5  of  tlie  Great  Lakes. 

IWfiH  how  a  lot  of  mv  constituents  are  being  flooded  out  and  they 
say.  **0'Hara,  what  have  you  done?  You  haven^t  accomplished  any- 
tliinfj  because  we  are  still  under  water."  I  ti^^*  to  explain  to  them  that 
the  water  would  be  4  to  5  inches  hij?her  than  it  is  today  had  it  not  been 
for  my  efforts,  but  when  you  are  under  water  thoy  think  4  or  5  inches 
isn't  all  that  important.  *         '  ,  ^      ^  ,     ^  ' 

Maybe  our  efforts  are  like  OlIaraVvciTorts  in  the  Great  Lakes.  I  am 
not  havinjr  much  of  an  impact,  you  see.  Maybe  the  levels  of  the  lakes 
are  controlled  by  precipitation,  runoff  days  of  sunshine  and  a  lot  of 
other  tilings  and  the  mere  puny  eftbrts  we  make  aren't  an  effect  in  the 

outcome.  ^   i.       .  i    li  * .  i 

Maybe  that  is  tlie  same  situation  here.  "We  are  deahng  with  all  kinds 
of  cultural  factors  and  causing  people  to  change  their  living  patterns. 
Maybe  we  aren't  makhig  much  of  a  difference.  That  is  what  I  want  to 
trv  to  lind  out.  ,    .  - 

*I  would  like  to  have  vour  response  to  the  GAO  study  submitted  for 
the  record,  if  you  conld,  on  problems  of  the  Upward  Bound  program. 
Dr.  PitTLLTrs.  Mr.  Chairman,  I  believe  our.  first  response  is  contained 
in  the  back  section  of  the  volume  yon  have  in  your  hand. 

Mv.  O'Haha.  Do  youhave  a  further  response? 

Dr.  PiiiLLms.  There  is  a  further  response  dated  May, 26,  which  goes 
into  greater  detail  and  we  will  make  copies  of  that  available  to  you. 
We  clid  an  initial  response  and  then  we  studied  further  and  did  a 
followup. 

[The  document  referred  to  follows :] 

BtTEOTlVfiNESS  0^  THE  lIl*WAnD  BoUND  PROOUA^t  IN  Pn£Jl?A!«NO  DlSADVANTAOED 
STODENTS  FOtt  POSTSECONDARV  BDUOA'riON 

In  tho  prenmlnnry  iWoni^o  to  the  study,  the  Department  concurred  that  a 
need  eJclsts  to  strengthen  many  aspects  of  the  administration  of  the  Upward 
Bound  Projjrani.  We  are  Working  to  wynehroniy.e  all  aspects  of  the  tasks  Involved 
to  accomplish  the  Improvemetits  l!i  time  for  Mscal  Year  1070  funding. 

Basle  operational  procedures  to  assure  project  compliance  with  grant  terms 
niid  rottdftions  and  With  participants*  economic  eUglbUlty  can  be  estabUshod 
fairlv  (lulckly.  The  more  tlme-dGmanding  recommendations  concerning  such 
things  as  need  analysis*  achievement  test  and  measurement  of  motivation  will 
rpqtilrc  considerably  more  attention  and  wlU  not  be  completed  as  rapidly.  In 
short,  several  improvetnents  can  be  effected  for  this  year's  funding.  Others  which 
Involve  changes  to  the  basic  structure  of  the  program  and  a  systematic  restruc* 
ttirltig  will  progress  more  slowly  and  will  require  specialised  staff.  • 

Within  the  frame  work  of  a  fottrtecn-month  Work  plan,  the  Oftlce  of  Educa- 
tion Is  working  to  effect  operation  of  the  basic  management  principles  and  prac- 
tices recommended  In  this  study,  l^he  plan  includes*  development  of  a  statement 
of  goals  and  objectives,  mission  statemenhs,  descriptions  of  the  tasks  required 
to  Utit^lement  the  other  recommendations  and  milestones  establishing  dates  for 
ecunptetlon  of  the  various  tasks, 

IMie  Department's  updated  coinments  to  CJAO's  recommendations  follow : 

ttKCOAtMEJ^DAWOJT  NO.  1 

OAO  rmmnettds 

MnhtUh  dmti  mmmmhU  dhjecHm  for  the  VpwuM  Bound  Promm  ^^>(t 
poNodtd  mUcstmes  to  mvAmr^  tho  etfectlvme^^s  of  the  program  Ui  ammptkhlnff 
the  oh)eottiw$  us  rm^trcd  Mi  ttKW'H  Opmtkmil  Ptamim  Smiem.  AUo^  develop 
ffuidettnes  requMnff  that  the  projeeis  eniahtkh  simitar  ohjectim, 
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DcpurtiMiit  aommentH 

'  Tho  Olllcu  of  Mluentlou  is  uhipuHng  a  policy  stutemont  doslgnea  to  dui'U'y  the 
lUtei*ventlou  stvategy,  gonenil  piu'poso  and  spoolflc  objectives  of  the  Upward 
Bound  Pvogfum.  inUs  statement  .server  as  the  basic  guide  for  directing  Imple- 
mentation  of  the  other  rcconiniendatlous  and  for  general  operation  of  the  pro- 
grain.  The  eontenta  of  this  staten^ent  are  to  be  translated  into  guidelines  through 
whleh  we  will  require  projects  to  establish  similar  objectives.    .  . 

nKCOM^^tKNaATION  m*  8 

GAO  recommends 

Devvtoi)  {fuldeJhws  requMm/  projoots  to  (J)  inirfom  and  docummt  coiniffve^ 
hcnslvo  nvvd  msessmcnt  on  all  studmts,  inetuding  their  motimHon  icveU^  (3) 
doHion  a  vnrriouUm  to  meet  the  needs  idenUfled;  mid  (8)  periodioally  m€<(Hnre 
the  prof/ress  made  in  meethig  these  needs,  The  ffuideUnm  should  also  inetiide 
(idditlonal  ouidunee  to  assist  the  projeets  in  aeGomplisUng  these  thret^  require* 
mvnis. 

Department  comments  .         '  ' 

Points  one,  two  and  three  oC  this  reeonunendatlou  have  been  written  Into  draft 
regulations  whleh  are  now  being  reviewed  by  OK's  Olllce  of  General  Counsol. 
They  will  be  puldlshed  well  in  advance  of  the  Fiscal  Year  1075  fmuiing  activity. 
Guidelines  to  assise "lil'ojects  in  accomplishing  these  three  reaulrements  can  best 
be  done  by  educational  specialists  who  have  had  recent  and  direct  education  and 
experience  in  working  to  ijnprove  students'  educational  abilities.  Stich  Individ- 
uals could  make  valuable  contributions  to  national  and  regional  013  staff  capat 
liilitles  to  provide  training  for  projects.  OK  is  committed  to  acquiring  the  services 
of  specialists  to  the  nmjcimum  exteiit  wlilcb  available  resources  perr  ^Jt*. 

UKOONfMENDATIOX  NO,  3 

GAO  recommends 

!mpvom  the  Upward  Bound  Management  tnformation  System  so  program 
manngers  are  provided  ieith  the  data  needed  in  deoeloping,  pUiming  and  emtuat* 
ing  the  Up'iCnrd  Hound  Program.  The  sgstem  should  provide  program  managers 
the  data  needed  to  {1)  assess  the  speeifio  edueationat  needs  of  stitdaitSt  (2) 
identtfg  the  major  prohtems  thai  must  he  dealt  ioitht'(3)  dei>ise  speetftc  strategg 
for  oiicreaming  these  pyoWemSf  (7/)  imptement  in  education  program  responsive 
to  students*  needs^  {S)  measure  progress  made  toward  meeting  stated  goatst  and 
(0)  assess  the  effeeti'Oeness  of  the  program  and  each  project* 

Department  comments 

Tlie  study  calls  for  a  radical  change  In  evaluation  strategies  for  the  Upward 
Bound  t)rogrnm.  Since  the  progranrs  luceptlon,  evaluation  has  been  based  prU 
marlly  on  students*  entrance  and  retention  in  college.  The  study  suggests  that 
the  soundest  grounds  for  evaluation  Is  the  measurenient  of  growth  which  students 
e\-perlence  from  their  participation  In  Upward  Bound.  Tliis  has  benefits  in  terms, 
of  costs  because  the  program  eVnluatlon  can  take  place  while  indivldiml  projects 
still  have  direct  access  to  the  students  as  oiiposed  to  trying  to  track  them  after 
they  have  left  the  project.  At  the  same.tlnie,  It  would  ai)peJir  that  the  Office  of 
Education  will  become  much  more  deeply  Involved  in  curriculum  t)lannlng  nnd 
Implementation  whleh  requires  resources  for  acquiring  the  services  of  .specialists, 
In  the  past»  We  have  relied  upon  the  expertise  of  Up'vard  Boutut  grantees  for  this 
nspect  of  program  development* 

Prelindniiry  considerations  of  this  reeonunendatlou  Indicate  that  these  actions 
are  required : 

1,  l)etermlne  the  skills  and  motivation  necessary  for  .^urcess,  not  only  in  a 
traditional  four*year  collegiate  curriculum,  but  in  the  broad  spectrum  of  po.st* 
secondary  education  as  it  is  presently  described  In  legislation, 

2.  TransUite  into  measurable  learnUig  activities  those  skills  and  motivations 
which  win  serve  to  remedy  the  specllte  dellelencles  that  individual  need  analysis 
Ifnlicates  are  present. 

As  discussed  in  our  response  to  a  draft  of  this  report,  we  let  a  contract  to 
deterndne  the  essential  Infornuitlon  needs  for  effective  management  of  tiie  three 
(Trio)  programs  at  all  levels— project,  regional  and  national.  Once  adequate 
data  has  been  dc^veleped,  the  Olllce  of  Education  will  develop  an  Objective  and 
'  Operating  Plan  for  lmplementlni(  the  Intent  of  this  reconnnendatloni 
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RECOMMBNPA'TJON  N0«  4 

OAO  recommends 

Strengthen  the  monitoring  program  to  enmre  that  all  proieots  operate  in 
acoor^anee  with  national  Intent  and  that  the  stated  objectives  of  the  projects  are 
realistic  and  are  being  accomplished  v>ithin  the  cwpevtcd  time  frame, 

Departnmt  comments 

Tbe  outcomes  of  recommendations  one»  two  and  three  will  have  a  noticeable 
effect  on  the  strength  of  the  monitoring  program,  esixscially  in  terms  of  insuring 
that  projects  are  operating  in  accordance  with  national  intent*  In  the  meantimts 
each  regional  office  is  making  efforts  to  strengthen  their  monitoring  program  by 
implementing  a  management«Dy«obJective  system  at  the  project  level  Grant  terms 
and  conditions  will  require  that  each  project  (1)  analyjse  the  target  population, 
(2)  clearly  state  project  objectives,  (S)  perform  comprehensive  need  assessment 
for  each  student,  (4)  develop  project  work  programs  based  uiwn  individual 
student  needs,  (5)  develop  implementation  plans  for  each  objective,  (6)  perform 
self-evaluation  of  project  work  programs  and  (7)  make  periodic  review  of  fiscal 
and  progress  reports* 

As  the  Office  of  £klucation  requiret:^<jnts  of  projects  become  more  precise  and 
standardiised,  the  time  and  expertise  required  for  project  monitoring  increases. 
Present  staff  strength  in  regional  offices  may  have  to  be  supplemented  to  insure 
that  each  project  is  adequately  monitored.  Ways  in  which  some  of  the  monitoring 
activity  can  be  done  through  project  reports  are  being  considered  as  we  begin  to 
plan  for  changing;  the  management  information  system, 

HKCOMMEN0AT1ON  KO.  $ 

GAO  recommends 

Devitop  guidelines  requiring  regional  offlccs  to  take  steps  to  ensure  that  proj- 
ects select  students  in  accordance  tolth  the  selection  guidelines  and  document  the 
basis  used. 

Department  comments 

We  concur  that  such  guidelines  are.necded,  and  appropriate  language  has  been 
incorporated  in  the  program  regulations* 

GAO  recommends 

Provide  projects  with  guidelines  defining  an  naademic  risk  student  in  terms  of 
achievement  measures  such  as  standardimed  achievement  tests  and  grade  point 
averages, 

Department  comments 

While  we  agree  with  the  need  f6r  a  more  precise  definition  of  the  term  ^'acad- 
emic  risk,"  we  would  hesitate  to  limit  its  definition  to  . .  terms  of  achievement 
measures  such  as  standardised  achievement  tests  and  grade  point  averages**^  We 
believe  that  these  kinds  of  criteria  cannot  adequately  identify  the  type  of  student 
that  Upward  Bound  is  intended  to  help.  some  tlme>  the  office  of  Education 
has  been  considering  how  to  best  define  an  academic  risk  student  for  the  purposes 
oi!  deciding  who  would  benefit  more  from  participation  in  the  Upward  Botind 
Program,  with  the  prociseness  needed  for  uniform  application  nationwide.  This 
matter  will  continue  to  receive  careful  attention,  particularly  In  discussions  with 
experts  in  compensatory  education,  until  it  is  resolved. 

0 AO  recommends 

Include  an  editing  process  in  its  computer  program  which  mutd  automatimtty 
identify  students  who  do  not  meet  academic  rink  and  income  criteria,  so  regional 
offlcals  can  take  mre  timetg  corrective  action, 

Department  comments 

We  concur.  With  respect  to  academic  risks,  we  will  Include  appropriate  checks 
when  the  criteria  mentioned  above  have  been  developed.  With  respect  to  income 
criteria,  such  steps  have  already  been  taken.  In  June  the  tJl)Ward  Bound 
information  system  identified  the  problem  of  students  not  meeting  itu^me  guide- 
lines and  the  Keglonal  Directors  of  Postsecondary  liklucntion  were  directed  to 
take  corrective  action.  Additionally,  in  Aptil  1973,  the  Upward  Bound  information 
system  implemented  a  procedure  to  identify  individuals  reported  over  income 
guidelines.  As  a  i*esult  of  these  efforts,  the  number  of  students  over  poverty  guides 
lines  has  been  reduced  from  14%  as  reported  in  1072  to  the  twint  that  only  i%  of 
current  regular  Upward  Bound  students  es^ceed  ellgltllity  criteriai 
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O'Haka.  In  their  study  they  did  an  analysis.  It  is  their  appendix 
1,  an  analysis  of  the  association  between  program  exposure  and  col- 
lege enrollment  and  college  retention.  „ 

In  effect,  they  Hnd  they  (a)  can't  figure  out  liow  effoctiye  the  pro- 
gram  has  been'in  achicvnig  its  goals  of  equipping  the  students  with 
academic  skills  and  motivations  necessary,  and  they  nidicatp  that  the 
retention  rates  were  overstated  and  really,  that  they  aren't  terribly 
impressive.  .  ,    . 

I  know  you  have  studied  this.  I  would  like  to  have  your  comment 

1  it 

Dr.  Speakman.  The  OAO  report  focused  only  on  14  institutions  and 
three  regional  offices.  I  think  it  is  important*  Air.  Chairman,  to  point 
out  that  we  are  dealing  with  a  shift  in  the  objectives.  We  are  caught 
in  a  period  where  there  is  a  shift  in  the  objectives  of  the. program  in 
1974,  which  are  slightly  different  than  those  objectives  established  in 
1966  at  the  program's  inception.      ,    ,  ,  .    ,  . 

In  1966,  when  the  program  was  funded  in  the  Office  of  Economic 
Opportunity,  the  clear  objective  of  the  Upward  Bound  project  direc- 
tor was  to  assist  young  people  in  pursuing  college,  in  attending  college. 

In  1972-73,  we  began  to  shift  that  emphasis  from  colleges  and  uni- 
versities to  institutions  of  postsecondary  education  so  that  a  broader 
array  of  options  would  be  provided  for  young  people.  Project  direc- 
tors worked  on  the  assumption  that  entry  into  the  project,  correction 
of  deficiencies  at  the  high  school  level,  and  placement  into  college  con- 
stitut<jd  the  end  of  the  tracking  process,  We  are  totally  dependent 
on  the  mercy  of  registrars  and  admissions  personnel  to  provide  in- 
formation Regarding  the  success  and  continuation  of  our  former  stu- 
dents during  the  3-  or  4-year  period  in  which  they  are  enrolled 
in  institutions  of  higher  education.  Sufficient  funds  have  never  been 
available  to  track  our  former  students  through  college  by  any  other 
mechanism.  ^  ,         , .        .  x- 

We  see  this  as  a  real  challenge  and  do  not  object  to  initiating  a 
tracking  procedure  for  this.  There  are  two  issues  we  are  trying  to  re- 
solvo  with  GAO  in  this  whole  matter.  One  is,  do  you  track  through 
summary  information  which  is  considerably  less  expensive,  or  do  you 
track  it  longitudinally,  which  can  I'un  an  estimated  $1  million  to  create 
a  system  to  do  this,  or  greater  than  that  amount,  because  you  are  deal- 
ing with  an  annual  rate  of  27.000  young  people  who  are  attending 
more  than  1,400  institutions  of  postsecondary  education? 

And  so,  the  tracking  procedure  for  determining  the  capability  of 
the  successes  of  young  people  over  a  9-month  proprietary  school,  or 
2-year  junior  or  community  college,  or  4-year  college  bcco.-'^fis  an  ex- 
tremely difficult  process.       ^  4 . 

We  are  aware  of  the  difficulties  and  we  are  now  engaged  in  discus- 
sions  attempting  to  resolve  how  best  to  define  "the  measures  of  success.'' 
Do  we  use  rate  of  attendance  or  do  we  use  completion  of  course  of 
study?  There  is  some  merit  in  both  positions  when  you  are  dealing 
*  with  students  who  have  been  denied  an  opportunity  to  have  some  kind 
of  protracted  view  of  a  new  world  of  postsecondary  education. 

I  think  ,ve  have  to  turn  the  corner  in  this  matter.  I  would  like  to 
extend  that  just  a  little  bit.  We  arc  developing  an  intenm  strategy 
to  look  at  thm  programs  vci'y  cai'efully  as  they  affect  the  1970's  and 
lOSO's. 
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_  We  have  been  sohcduled  for  a  program  review  with  the  Office  of 
Management  and  Bndget  on  July  2.  The  Office  of  Education  has  also 
estabhshed  a  task  force  to  de\'olop  an  integrated  policy  statement  for 
lalont  Search,  Upward  Bound,  Special  Services  for  Disadvantaged 
btiuients,  aimhe  Educational  Opportunity  Center  programs,  to  assist 
tlio  Ofilco  of  Education  in  the  delineation  and  articulation  of  goals 
and  obji'ctives  for  these  student  support  programs.  In  addition,  wo 
are  al?io  developing  plans  for  a  national  work  uonferonce,  including 
representatives,  hopefully,  from  your  staff,  HEW  and  0MB  to  work 
with  us  and  with  individuals  from  selected  institutions  in  the  countiw, 
to  explore  a  national  strategy  for  programs  for  the  disadvantaged  m 
postsecondary  education  for  the  1970^s  and  1980's.  When  we  ?eturn 
before  your  commitceo,  we  will  be  pleased  to  share  with  you  our  best 
thinking  about  a  national  strategy  for  the  liext  decade  instead  of 
continuing  to  rely  upon  a  strategy  developed  for  the  1960's. 

too,  Mr.  i  hairmaii,  Ave  are  aware  of  the  discrepancies  in  our  system 
and  wliat  CrAO  found  m  the  14  Upward  Bound  projects  it  visited.  Wo 
are  taking  advantage  of  this  report,  and  our  response  to  it,  to  open  up 
tlie  wlio  e  miestion  of  adequacy  for  the  next  decade.  In  this  way,  we  can 
coiToct  both  short-  and  long-range  goals  and  objectives. 

lv  \'  Vl"^  ^^^y  encouraged  at  the  course  of  action  you  have 
outlined  Jicre.  I  think  that  is  excellent,  because  I  do  think  there  exists  a 
groat,  need  to  really  give  a  thorough  evaluation  to  tlio  programs  and  to 
the  difterent  aspects  of  the  prpgijams  so  we  can  sort  out  and  find  out 
just  which  are  the  must  eftective  ways  of  providing  assistance  to  the 
tai'»;et  groups  these,  programs  are  aimed  at. 

1  hero  IS  no  sense  :.n  our  spending  money  on  one  method  of  providin'*- 
assistance  if  we  can  determine  that  another  method  is  much  more  eft'ec* 
ti ve  and  wo  could  get  more  people  more  effectively  for  the  same  amount 
ot  money.  *^ 

I  ani  really  very  anxious  to  see  a  hard  evaluation  done.  1  would  like 
to  work  with  you  in  putting  together  plans  for  an  evaluation  and  hone 
"i^f  !^  "ocessary  money  to  do  that  necessary  evaluation  because  some 
of  It  will  be  fttirl^y  expensive. 

It  is  going  to  in\;olve  having  to  follow  students.  It  is  much  the  same 
sort  ol  problem,  of  course,  as  with  Job  Corps  and  vou  know  the  Job 
Corps  progi^am  suftered  greatly  from  not  being  able  to  come  up  nnd 
say,  "Wo  followed  these  people  and  here  is  what  wo  found,"  and  vou 
have  a  control  group  and,  'aiere  is  what  we  found." 

With  the  kind  of  data  wo  had,  which  wasn't  very  good,  you  couldn't 
donionstrato  the  Job  Corps  kids  wore  doing  any  better  than  the  non- 
Job  C(M'ps,  so  I  want  to  make  sure  we  have  some  effective  evaluation 
and  that  wo  are  doing  the  right  thing. 

It  S?S^'^^",Vlf  '"'.^     ^^^^^  momentarily  for  another  committee. 

Mr.  O'Haka.  Thank  you  very  much.  We  will  be  talking  to  you  again. 
Wo  were  hoping  he  would  bo  back  in  time  to  question  y  ou  because  ho 
did  have  soino  (luestions.  1  don't  imagine  this  is  the  last  time  vou  are 
going  to  be  here.  j'wu  »io 

pr.  SrMAiiJtAN.  1  hardly  think  so. 


sei 

tunity 

er|c  6/u 
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the  Upwai'cl  Bound  pi-ogrnm  while  on  the  stall  of  Norfolk  State 

College.  '..      ,  . 

•  Mr,  Fisher,  we  would  very  much  like  to  hear  from  you, 

STATEMENT  Or  MiLES  MARK  FISHER  IV,  EXECUTIVE  SECRE- 
TARY,  NATIONAI.  ASSOCIATION  TOR  EQUAI  OPPORTUNITY  IN 
HIGHER  EDUCATION 


w,o  iMiiiuxmi  xvoi^wvxu.xv...     v^qual  opportunity  in  Highel 

I  wish  to  thank  you  for  the  opportunity  to  present  testimony  before 
this  committoe  and  command  you  for  setting  aside  time  to  consider 
Special  Programs  for  Students  from  Disadvantaged  Backgrounds 
known  as  the  "Trio  program"  including  educational  talent  search,  up- 
ward bound  program,  and  special  services  for  disadvantaged  students 
in  college. 


out  financial  barriers  and  limited  only  by  the  desire  to  learn  and  ability 
to  absorb  such  an  education.  Our  Nation^s  economic,  political  and  social 
security  demands  no  loss."       \  ^  l-  1.1. 

Tlie  Commission  on  Financing  Postseconcjary  IJducatipn  in  the 
United  States  in  its  concern  with  education  beyond  the  high  school 
level  dealt  with  problems  of  student  access,  choice,  opportunity  anci 
achievement,  which  point  to  some  of  the  underlying  assumptions  oi 

these  programs.  .  .       .     ,11.  j!i.t. 

These  programs  have  made  a  significant  impact  on  the  lives  oi  thou- 


^^Somo  students  went  on  to  college,  while  others  did  not  go  to  college. 
However,  because  of  this  opportunity,  their  lives  will  never  be  the 

^^SoinStltutions  accepted  the  studente  from  their  own  programs 
while  others  did  not  accept  certain  students  from  thoir  own  programs. 
I^oi-  most  students,  their  aspirations  and  motivations  have  been  ex- 

teiuk'd  beyond  recall.  1  j... 

Toda^•,  wo  are  c{)nfronted  with  some  of  the  most  complex  educa- 
tionai  pvobloms  that  this  Nation  has  ever  faced.      ,  ' 

It  appears  that  the  primary  and  secondary  levels  of  education  are 
worse  ^low  than  they  were  in  1954.  The  hostihty  that  exists^  along 
with  the  pj'oblems  oi  urban  living  have  compounded  the  situation. 

Tlie  iueouities  of  the  system  fail  to  address  the  standards  of  ex- 
clusion. Qualifications  are  set  to  the  disadvantage  of  certain  segments 
of  the  population.  To  continue  this  concept  is  to  exclude  disadvan- 
taged people  from  higher  education.    ,  .    .     .  . 

Present  goals  can  bo  reached  by  realuiing  that  something  has  to  be 
done  to  compensate  for  the  disablement  of  the  disadvantaged  by  this 
system. 
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now  than 
-d  generate 

—  —  .  „  „^  »v«v»v-«««  «» large  cities  have 
'been  mangled  aijd  crippled  nitellectually  because  of  the  natiu'e  of  tlio 
educational  environment. 

Alternative  ways  of  relating  to  these  students  must  continue  to  bo 
explored,  lest  we  literally  consign  generations  of  students  to  nonexist- 
ing  positions  and  welfare  roles  within  the  body  politic  of  our  society. 

'lo  predicate  tor  the  postsecondary  experience  has  not  been  ade- 
quately addressed  when  students  continue  to  move  through  the  system 
who  caimot  read,  write,  and  add  at  the  secondary  level. 
,  1  he  1  alent  Search  program  is  also  greatly  needed  at  this  time.  This 
program  should  be  amended  to  include  the  search  for  the  new  "push- 
out  who  IS  being  sent  away  from  our  schools  for  various  and  sundry 
reasonsm  some  instances  ne  ver  to  return. 

Much  potential  leadership  is  being  lost  in  this  situation.  College 
dropouts  who  are  smartening  from  unsuccessful  ventures  in  an  alien 
environment  might  also  be  reclaimed  and  given  a  second  chance. 

llie  bpecial  bervices  programs  for  disadvantaged  students  in  col- 
leges must  continue  supporting  the  Upward  Bound  and  Talent  Search 
thrust  in  colleges.  Increased  student  support  programs  do  not  preclude 
the  need  tor  quality  programs  at  the  level  where  they  would  do  the 
most  good. 

It  will  take  various  approaches  to  tackle  the  problems  of  a  diverse 
group  ot  people  as  we  have  in  this  country.  What  Avorks  will  depend 
111  many  instances  upon  who  is  in  charge  of  tlie  works. 

As  lio  programs  are  without  their  problems,  we  must  be  careful  not 
to  assume  that  the  consolidation  and  elimination  of  programs  is  the 
panacea  for  existing  programs. 

Intangible  measures  defy  assessing  in  these  types  of  programs  be- 
cause the  results  in  many  mstances  come  to  fruition  in  the  future. 
AVhat  is  caught  is  sometimes  more  important  than  what  is  taught. 

Additional  observations  on  these  programs  are  as  follows  t 

1.  That  these  programs  should  be  expanded  to  include  more  of  the 
needy  students  wiio  would  qualify  and  to  keep  abreast  of  the  broadened 
base  of  student  assistance  eligibles. 

2.  That  regionalization  ot  programs  may  work  to  the  detriment  of 
large  numbers  of  students  in  rural  and  outlying  areas  of  the  south  as 
well  as  large  numbers  of  students  in  the  large  urban  areas. 

a.  That  a  commitment  should  be  indicated  by  the  institutions  having 
these  programs  to  accept  their  own  program  product  as  opposed,  to 
preparing  them  to  send  them  somewhere  else. 

The  special  programs  for  students  from  disadvf*ntagcd  backgrounds 
have  as  their  major  thrust  the  preparation  and  support  of  students  in 
their  quest  for  the  postsecondary  experience. 

These  programs  ,  are  capable  of  continued  expansion.  Maintenance 
of  the  status  quo  in  funding  means  deficits  in  purchasing  power  and 
services. 

In  these  programs  we  will  never  know  the  hope  that  has  been  gen- 
erated in  the  lives  of  students,  the  cycles  of  poverty  that  have  been 
broken,  and  the  lifting  of  families  to  new  levels  of  existence. 
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The  so  programs  should  bo  continued  hi  the  days  ahead,  refinod  in 
thoir  oflfpctiyeness,  and  offerod  as  a  bridge  over  troubled  watsi-s  to  the 
thousands  of  qualifying  youth  in  this  countrv. 

Before  I  conclude  my  remarks  I  would  like  to  call  your  attention  to 
ail  institutional  survey  which  I  am  in  the  process  of  doing  of  the  his- 
torically black  colleges  and  universities  of  the  Nation,  where  I  asked 
five  questions  of  each  institution  concerning  the  "trio"  programs. 

I  will  give  you  an  example  of  one  of  the  responses  on  the  survey 
that  I  hope  to  complete  in  the  very  near  f iiture.  I  will  be  glad  to  share 
the  results  with  you.  Then,  I  would  like  to  foUowup  with  a  copy,  at 
least  a  little  discussion,  about  the  "pushouts"  that  I  mentioned  earlier 
in  my  discussion. 

This  institutional  survey  came  from  one  of  our  institutions.  There 
were  five  questions  asked.  The  first  question :  "How  has  this  program 
helped  your  institution?"  "This  program"  means  "trio"  programs t 
T'pward  Bound,  Special  Service,  and  Talent  Search.  ^  - 

The  resi^onse  was  as  follows:  Upward  Bound  and  Special  Services 
are  both  tremendous  assets  to  LeMoyne-Owen  College.  Upward  Bound 
is  helpful  in  that  it  brings  prospective  college  students  on  to  the 
campus,  givinji  them  precoTlege  experience,  which  has  been  proven  to 
be  a  valuable  aid  in  recruitment  efforts, 

"In  addition  to  recruitment  it  also  helps  to  broaden  the  college's 
appeal  and  image  to  the  community  by  work  with  high  school  princi- 
pals, teachers,  and  counselors. 

Many  community  leaders  serve  on  the  program's  community  re* 
source 'board.  They  have  proven  to  be  quite  helpful  by  donating  their 
time,  energy,  and  otiiei'  resources  to  the  college,  Upward  Bound,  and 
Special  Services.  The  Special  Services  program  is  especially  helpful 
in  that  it  helps  the  same  kind  of  student  we  are  involved  with  in 
Upward  Bound.  .  . 

Once  that  student  actually  enrolls  in  tlie  college  the  Special  Services 
program  is  helpful  to  the  college  in  that  it  provides  extra  tutors, 
counselors,  and  educational  materials  to  students  having  difHculty 
with  the  regular  college  curriculum. 

It  is  a  further  aid  to  the  college  in  that  it  frees  other  college  resources 
that  would  normally  be  used  to  tutor  and  counsel  Special  Services 
students.  , 

T  asked  a  second  question !  "How  has  this  program  lutrt  your  in- 
stitution?" The  response  is,  to  the  best  of  my  knowledge.  Upward 
Bound  and  Special  Services  have  had  no  negative  effects  upon  the 
college. 

The  third  question !  "AVliat  arc  the  chanpjes  that  you  sec  that  are 
necessai*y  to  improve  tlic  program  nhd  make  it  effective  ?"  The  response 
was,  the  only  changes  I  see  at  this  time  that  could  help  Upward  Bound 
and  Special  Services  would  be  larger  student  enrollment  with  appro- 
priate budget  increases. 

The  fourth  question!  "What  should  the  Congress  know  about  this 
program  ?"  I  feel  that  the  Congress  should  know  that  these  programs 
arc  iiec.ded  and  that  they  are  doing  what  they  are  supposed  to  do  in 
terms  of  actual  program  proposals,  student  achievements  and  post- 
secondary  placement  for  Upward  Bound. 
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Both  Upward  Bound  and  Special  Services  are  extremely  important 
parte  of  the  education  experience  of  maiiy  of  our  students* 

Finally,  the  fifth  question :  "What  do  you  see  as  an  alternative  to  this 
program?'^  The  only  alternative  that  l.see  is  to  make  the  game  pro- 
grams bigger  and  better  in  terms  of  iservices  to  the  students.. 

I  would  like  to  move  on  to  share  with  you  the  whole  notion  of  the 
**pushout."  Tlie  ."pushout"  notion  has  be6n  discussed  before  tlie  sub- 
committee of  Mr.  Hawkins,  and  the  Southern  Regional  Oouncil  did  a 
Gtudy  on  tlie  "pushout^^  problem  which  has  implications  for  the  Na- 
tion because  there  are  many  young  people  who  are  being  sort  of  cast 
out  of  institutions  because  of  the  nature  of  the  desegregation  situation 
in  many  of  the  institutions* 

The  students  are  suffering  from  alien  environments  which  they  have 
no  control  over  and,  in  many  instances,  tliey  are  put  to  extreme  kinds 
of  c  ^advantages  which  result  in  their  being  expelled  from  school  or 
pushed  out  of  school. 

This  is  something  I  think  these  types  of  programs  that  we  are  talk- 
ing about  today  can  help  serve  as  a  bridge  to  rectify  some  of  these 
kinds  of  inequities  that  are  being  carried  out  on  students  that,  in  a 
sense,  are  not  res^)onsible  for  the  types  of  situations  tliey  may  find 
themselves  in  at  this  time. 

I  think,  as  far  as  I  see  the  situation,  that  these  are  the  kinds  of 
things  that  have  to  be  related  to  programs  such  as  the  "trio^^  programs 
in  terms  of  the  future  direction  of  minorities,  blacks,  low-income,  and 
other  types  of  similar  situationed  persojis  in  our  country  that  they 
deal  with  in  the  future. 

Aw  O^Haka.  To  what  extent  are  the  historically  black  colleges  in- 
volved as  contractors  under  any  of  these  programs? 

Mf*.  FisiiEi^  I  think  they  are  quite  hivolved  in  the  programs.  The 
information  indicates  to  me  that  in  1972,  in  the  Talent  Search  pro- 
gram, tiiere  were  18  black  colleges  involved;  in  the  Upward  Bound 
program  there  were  68  colleges' involved ;  and  the  Special  Services  pro- 
gram, there  were  about  45  involved. 

In  1973,  in  the  Talent  Search  program  there  were  about  histitu- 
tions  involved;  tlie  Umyard  Bound  program,  there  were  \JO-plus  insti- 
tutions involved;  anci,  in  Special  Services  program,  tliere  were  more 
than  56  institutions  involved. 

So,  I  think  the  black  institutions  are  doing  well  in  t^.rms  of  involve* 
ment. 

Mr.  OllAkA.  It  seems  to  me  that  black  itistitutions  are  in  a  uniquely 
mialified  position  to  suggest  program  improvements,  ways  in  which 
the  program  might  be  made  more  efFective.  Do  you  care  to  provide  us 
with  any  sucli  i^uggestions?  We  would  be  very  happy  to  have  them. 

Air.  tisHiiii*  As  soon  as  the  survey  is  returned  by  the  itistitutions  I 
will  compile  the  data  and  see  that  you  get  a  copy  ot  the  fiudin^^Si 

Mr.  OIIaiu*  1  should  think  they  would  be  in  a  good  position  to 
suggest  some  improvements*  It  seems  to  me  that  one  ol  the  problems  we 
had  with  motivating  youngsters,  especially  youngsters  from  families 
where  there  is  no  tradition  of  scholarship  or  college  attendance  or  e\*en 
higli  school  graduation,  has  been  maKing  the  learning  experience 
relevant  to  kids  from  those  kinds  of  backgrounds. 
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As  yon  know,  that  is  a  problom  in  our  elementary  and  secoiulary 
schools.  I  think  one  of  our  problems  in  ^^t^tting  tlie  youngsters  from 
such  backgrounds  to  continue  on  and  finish  secondary  scliool  and  go 
on  to  ^ostsecondavy  school  involves  that  problem  more  than  anvfrhing. 

I  think  black  cotlegos  have  done  quite  a  good  job  in  making  theif  ex- 
perience relevant,  trying  to  attract  young  people  and  motivate  them. 
But  I  thhik  more  has  to  be  done  along  those  lines  as'' well 

Xot  everybody  wants  to  go  to  Harvard.  Even  if  everybody  in  Amer- 
ica had  enough  money  to  go  to  Hai'vard  they  wouldn^t  choose  to  do  so. 
I  have  found  in  my  own  experience  one  of  the  really  important  things, 
and  this  is  one  of  the  important  roles  the  black  colleges  play,  is  pro- 
viding rele\*ant  x)pportunities,^a  variety  of  relevant  opportunities. 

I  think  we  are  getting  to  a  situation  now  where  for  older  students  or 
students  who  are  not  turned  on  by  the  traditional  kinds  of  pbstsecond- 
ary  education  that  we  are  providing  a  greater  variety  of  opportunities. 
I  think  that  is  a  very  important  factor  in  increasing  enrolhnents. 

That  is  one  of  the  things  I  was  talking  aborit^  but  I  am  not  sure  what 
is  producing  increased  enrollments  from  low  income  groups.  I  think 
several  tilings  are  goin§  on  all  at  the  same  time. 
Financial  assistance  is  becoming  available.  We  have  these  "trio''  pro- 
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it? 

Mr*  FisHEH.  I  think  it  is  probably  a  little  bit  of  all  of  them.  Each  of 
these,  in  some  way,  is  impacting  this  change  in  that  direction.  I  used 


through  the  program  on  the  college  campus. 

They  were  really  turned  on  and  fired  up,  I  think.  This  was  a  great 
motivating  factor.*^This  encouraged  them  to  move  through  their  work 
at  Norfolk.  They  were  getting  what  they  felt  \vei*e  relevant  experiences 
and  reading  relevant  materials. 

Mr.  O'Haua.  I  know  all  my  father's  family  ended  up  going  to  post- 
secondary  education  but  they  all  went  on  to  programs  tha't  led  to  a  par- 
ticular career^  a  particular  occupation. 

Some  of  them  ended  up  in  law  school,  medical  school,  teachers  col- 
lege, but  every  single  one  of  them  ended  up  in  something  that,  when 
you  got  out  you  Imcf  a  profession  or  an  occupation. 

When  you  are  talking  about  bringing  into  postsecondary  education 
people  wliose  parents  have  iie\*er  been  involved,  yon  have  to  be  able  to 
(lemonstrato  some  kind  of  career  objective,  something  along  those  lines. 
Mr.  Dellenback,  I  know  I  am  rushing  you. 

Mr.  l3KLLKNiiACK»  Let  me  just  make  a  general  stattnnent,  less  respon- 
sive to  Miles'  testijnony,  which  I  am  halfway  through,  and  I  anpre- 
ciate  and  which  1  will  study  the  rest  of  the  way,  but  I  note  the  thrust 
basically  of  it  and  your  i*eal  contributions  to  the  committee-s  work  in 
the  past 

This  whole  area  of  dealing  v/ith  the  disadvantaged  is*  in  my  mind, 
om  of  tlm  most  critically  important  tasks  that  we  on  the  Education 
Committee  havo  to  deal  with.  I  feel  very  strongly  about  that* 
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You  at  e  aware  of,  in  effect,  the  reverse  impact  of  something  Hke  the 
DeFunis  situation  and  we  want  to  be  very  careful  thflt  as  we  go  for- 
ward with  legislation  in  all  of  these  fields  that  we  do  not^  in  our  desire 
to  achieve  any  worthwiiile  goals,  revei'se  the  impact  of  the  unconstitu- 
tionality* 

I  think  for  a  long  time  the  procedures  involved  in  education  were 
unconstitutionally  adverse  to  the  detriment  of  minorities*  In  our  striv- 
ing to  straighten  it  out  and  to  brin^  about  real  equality  we  face  terribly 
dimcult  conflicts  between  two  principles. 

If,  at  the  moment,  there  is  a  disproportion  of  involvement  in  ednca* 
tion,  teaching  professions  and  all  soiif  ^f  things  between  the  minorities 
and  nonnnnorities  we  want  to  bring  that  up  to  a  proportion. 

But  the  increments?,  if  we  add  them  in  the  amount  necessary  to  bring 
about  a  rapid  roi^toration  of  anything  like  equality,  or  at  least  pro- 
portionate equality,  means  that  we  must  be  disproportionate  in  the  in- 
crement, which  means  that  for  somebody  who  is  in  that  increment  that 
person,  as  in  DeFunis,  raises  an  objection  and  says,  "This  is  unfair  to 
me  as  an  individual.^* 

Our  task  must  be  somehow  to  work  out  that  particular  problem.  I 
see  it  in  these  particular  programs  we  have  been  looking  at  this  mdrn- 
ing«  I  see  it  in  0LEO«  I  see  it  in  each  of  these  programs  about  which 
both  the  chairman  and  I  feel  very  strongly  because  we  want  this  goal 
to  be  achieved,  and  it  does  seem  to  me  that  our  road  has  to  be  one  of  the 
utilisiation  of  sound  criteria,  which  I  think  relate  to  the  concent  of  the 
disadvantaged  because  if  we  really  concentrate  programs  on  the  disad*^ 
vantaged  but  do  so  in  a  way  that  does  not  discriminate  on  the  grounds 
of  these  various  thin^*  we  will,  in  effect,  be  doin§:  both. 

We  will,  because  ot  the  fact  that  a  high  proportion  of  the  disadvan* 
ta^ed  fall  within  these  groups  we  are  trying  to  aid,  if  we  can  just  stay 
with  criteria  of  disadvantaged,  we  can  still  apply  all  of  the  guarantees 
of  equality  5  equality  of  opportunity  and  application,  and  help  bring 
aboat  a  redress. 

It  may  not  be  as  vapid  as  some  of  us  might  like  to  see,  but  it  will  be 
on  a  sound  basis  which,  in  the  long  run,wiirbe  beneficial. 

That  is  not  really  a  questiom  it  is  a  comment.  Do  you  have  any  input 
that  you  would  make  on  that,  because  it. runs  all  through  today^s  testi« 
mony,  as  well  as  programs  of  a  similar  nature. 

jSIr.  FtsH^n.  One  of  the  disturbing  facts  that  tie  in  with,  say  the 
Ihmm  decision  is  that  it  was  hoped  that  after  Brown  that  certain 
kinds  of  things  would  happen  that  would  take  care  of  many  of  the 
problems  that  were  operating  in  this  country  with  regard  to  students 
moving  through  the  educational  system^ 

Twenty  years  after  Brmn  we  find  that  we  are  probably  in  a  worse 
fix  because  there  are  so  many  different  kinds  of  subleties  that  are  un*- 
dercutting  the  movement  of  students  from  the  early  entry  points  of  the 
educational  system  to  the  postsecondary  experience* 

One  of  the  things  that  has  to  be  done  is  to  address  the  total  j^icture. 
If  we  focu^i  on  the  postsecondary  experience  without  really  seeing  the 
linkages  and  really  putting  that  piece  together  then  we  won^t  have,  in 
the  future,  students  able  to  move  through  the  postsecondary  ejtperi- 
ence,  if  something  isn*t  done  early  in  the  game. 
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And  it  goes  all  the  way  back  to  the  whole  thing  of  nutntion.  In  the 
early  stages  of  child  development,  as  you  know,  there  is  a  correlation 
between  nutrition  and  brain  development  and  things  of  this  nature. 

So,  if  you  don't  have  the  lunch  programs  then  the  student  can  t  do 
well  in  school  and,  consequently  the  student  will  begin  to  move  away 
from  the  basic  things  that  he  or  she  is  there  for.  A  hungry  child  can't 

Ali  of  these  kinds  of  problems  I  see  as  factors  which  compound 
what  we  are  dealing  with.  If  they  are  not  there  and  there  are  not  cer- 
tain kinds  of  programs  to  pick  up  where  the  system  falls  down  then 
I  think  what  we  mV  see,  if  a  decision  such  as  DeFunis,  which  is 
probably  going  to  come  back  to  the  courts  in  another  year  or  two,  is 
a  situation  not  hi  the  best  interest  of,  say,  minorities  and  others. 
If  it  goes  against  them,  what  you  will  have  in  the  future,  if  tlie  ele- 
mentary and  secondary  system  pipeline  is  not  put  in  place  properly, 
will  be  the  disproporationate  numbers  of  blacks  and  low  income 
minorities  at  the  professional  leve^  such  as  doctors,  lawyei;s  and  the 
like.  The  gap  will  be  wider,  because  the  p.-edicate  for  negotiating  the 
higher  education  system  is  a  sound  elementary  and  secondary  system. 

If  people  aren't  taught  to  read,  write,  and  have  the  necessary  skills 
to  negotiate  the  system  then  when  they  arrive  at  this  point  they  will 
have  been  tracked  out  .of  the  system.  One  of  .the  things  that  disturbs 
me  is  that  in  our  full  employment  economy  that  presupposes  4-per- 
cent unemployiiient,  one  of  the  critical  issues  today  is  unem^pymeiit. 
According  to  our  system,  unemployment  is  going  to  be  here.  The  ques- 
tion is  one  of  who  is  going  to  be  unemployed? 

Mr.  Dellenback.  If  you  deal  with  4  percent  or  any  other  per- 
cent it  is  ar  average.  It  is  not  only  a  case  of  who  is  going  to  be  unem- 
ployed, but  if  you  start  breaking  it  down  into  subgroups  you  may 
find  one  subgroup  is  2-percent  unemployed  and  another  one  is  5)- 
tiercent  unemployed,  and  then  they  average  out  at  4  percent.  . 

Mr.  Fisher.  And  if  certain  kinds  of  competencies  and  prepared- 
ness as  not  ct  rried  out  for  minorities  at  a  certain  level  then,  in  a  sense, 
these  are  going  to  be  the  places  where  they  are  going  to  end  up;  wel- 
fare rolls,  and  exclusion  from  the  whole  mainstream  of  the  Aniei-i- 
can  situation.  We  will  find  ourselves  20  years  from  now  debating  the 
issue  and  saying  we  thought  we  Were  riding  the  crest  of  moving  more 
people  into  the  mainstream.  , 

We  will  find  out  somewhere  along  the  way  something  went  wrong 
and  we  are  worse  off  now  than  we  ever  were.  I  think  this  is  where  we 

might  be  going.  .  ,  .    ,  ^  »^t. 

Mr.  Dellenback.  I  find  myself  certainly  in  strong  agreement  with 
what  you  are  saying.  You  are  aware  this  subcommittee  has  a  limited 
iiirisdiction  and  you  are  not  suggesting  that  because  of  the  fact  we 
can't  solve  all  oi  the  problems  in  the  postsecondary  level  that  we 
should  ignore  the  postsecondary  level  and  concentrate  everything  on 
the  elementary  and  secondary.     .    „  ,  ,  , 

You  are  saying  '.ve  have  got  to  do  all  of  it  at  the  same  time,  but  we 
can't  do  it  just  at  the  postsecondary  level.  We  have  to  lay  the.ground- 
work  for  it  m  the  elementary  and  secondary. 

Mr.  FistiER.  Yes. 
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^Ir,  DKLLKXUAru,  I  am  sure  Jim  and  I  are  both  in  solid  agreement 
on  this.  That  which  we  can  get  our  hands  around  at  the  moment  are 
pieces  of  legislation  like  this,  which  are  within  the  scope  of  this  sub- 
comnuttee.  You  have  to  eat  the  meal  a  bite  at  a  time.  It  means  all  the 
vegetables  as  well  as  the  meat. 

The  special  subcommittee  will  now  stand  in  adjournment  until  10 
a.m.  on  Monday,  when  we  will  meet  in  room  226L  . 

[Whereupon,  at  11 :80  a.m.  the  subcommittee  recessed,  to  reconvene 
at  10  a.m.,  Monday,  June  17, 1974.] 


•  Camfornu  State  Univkrsity,  Chico, 
„     '   ■   ,  Ofiico,  Valifornia,  May  g,  m^. 

Hon.  James  O'Haba, 

•  Chaimun^  JIiph4'i*  fMumthti  Suhcommiitee, 
Jfouse  of  JiepremitattvoH,  Wnshtnfftont  D.€. 

imxH  sir:  I  woulrt  Uke  to  take  this  opiwrtunity  to  sliaro  with  yoii  my  obwrvn* 
Hons  in  regards  to  tlie  enaofment  of  the  Educational  Amendments  of  1972. 

Whiio  I  fJiink  that  the  idea  of  direct  financial  assistance  to  students  Is  an 
adniiruhle,  perhaps  oven  necessary,  goal ;  in  tlie  case  of  Basic  Educational  Oppor- 
tunity Grants,  the  ideal  and  the  actuality  are  far  removed.  Under  the  present 
system,  stndent.s  nmy,  in  some  cases,  find  it  necessary  to  stihmit  tliree  or  more 
discrete  appHoations  for  flmmcial  assistance.  They  nnist  complete  one  application 
for  assistance  for  Hupplemental  Educational  Opportunity  Grants,  National  Direct 
Student  I^ans,  Work-Study  and  nursing  loans  and  scholarships,  one  for  Basic 
Grunts,  one  for  Federally  Insured  I.oans,  etc.  All  of  these  applications  request 
approximately  tlie  same  information.  It  apppears  as  if  tlie  inclusion  of  the  Basic 
(Jrants  Program  has  merely  increased  tlie  amount  of  pa!>er\vork»  frustration,  and 
administrative  time  n^jcessary  for  n  student  to  receive  the  money  he  or  she  needs 
for  education. 

To  those  who  would  answei*  hy  saying  that  the  substitution  of  Bask*  Grants 
and  Federally  Insured  Loans  for  the  REDO  and  NDSL  piograms  would  eliminate 
much  of  the  duplication,  t  wotild  point  out  that  the.se  programs  do  not  eliminafo 
the  need  for  a  federal  Work  Sttidy  Program,  nor  do  they  insure  eciuitahle  treaf. 
nu'Ut  for  all  students. 

Many  students  prefer  to  Work  as  nuu^h  as  |>osslhle  during  their  college  vears 
to  alleviate  the  6ften*staggerlng  debt  they  will  be  faced  with  after  graduation. 
Work-study  provides  valtmble  training  and  experience  for  them,  often  enabling 
them  to  achieve  better,  more  rewarding  jobs  after  graduation.  Matiy  students 
wotild  lose  these  bem^ats  if  a  AVork-Sttuly  program  were  funded  onlv  through 
the  state,  esiieclally  In  those  states  fimmcially  unable  to  bear  such  a  burden. 

The  Federally  liisured  Student  Loan  Program  Is  not  a  viable  substitution 
for  the  National  Direct  Student  Loan  Program  simply  because  the  banks  make 
the  rules  for  it  in  accordance  with  bank  policy. 

Many  lending  iastitutions  in  our  area  will  mt  make  loans  to  freshmen,  to 
students  wifh  unpaid  National  Direct  Student  lioans,  to  student  over  twenty-flve, 
nor  to  students  wilhotit  a  previously-established  depositor  relationship.  With 
policies  such  as  these,  lending  institutions  will  not  be  able  to  umt  student  needs 
through  the  gtiaranteed  loan  program. 

it  appears  to  me,  the  philosophy  underlying  the  Educational  Amend- 
nients  of  1072  is  the  right  of  each  person  to  a  higher  education  at  the  Instituttoa 
of  his  or  her  choice  nnd  the  guarantee  of  funds  -to  achieve  this  goal»  then  perhaps 
It  Wf)u!d  he  more  feasible  for  th6  federal  government  to  use  the  Basic  Grant 
and  applications  for  all  major  financial  assistance  programs,  grants,  loans, 
nnd  Work-Study.  Although  one  can  foresee  many  dlfllcv.uies  If  this  were  implc- 
mented,  nevertheless,  such  a  system  would  eliminate  the  vast  amounts  of  paper* 
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work  admlwlstmtlve  tiiiio,  una  ease  the  frustration  of  students  ana.pareuts  who 
WW  mSe  se^     con»i)llc'ati.d  applications,  only  to  he,  too  often,  di  Win  ei^^ 
The  Sm^^  itself  sensitive  to  the  needs  of  students  and  theii' 

onSs  thSh  the  legis  atlou  that  will  eliminate,  for  the  most  part,  the  reaulre- 
Kt  of  a  Ss  test  for  ti^e  federally  Insured  Student  Program.  I  trust  that  this 
Srn'  wiTeveStually  smooth  the  pKth  to  higher  e<lucatIon  for  all  who  desire  It. 
Sincerely,  Kathlken  M.  Bbistow, 

Assistant  Dii'cotor  of  Fimnoial  Aid, 


COKOHESS  OF  THE  UNITED  STATES, 

HotTSB  OP  RBPBESBNTATIVES, 

Washington,  D.O.,Maroht,197/i, 

Hon.  James  g.  O^Haba,  „ .  „ 

Olmlrtmn,  Special  Subcommittee  oti  Education, 

Cannon  House  Office  Bultdtnff,  Washington,  D,0.,  ,     ,    ,  , 

Dear  Mr.  Chairman  :  Enclosed  for  your  conafileratlon  and  review  is  a  copy  of 
correspondence  I  have  received  fi'om  Mr.  Sldnefw.  Farr,  the  President  of  the 
SKssoclatlon  of  Student  Financial  Aid  Administrators.  Attached  to  the 
le  ter  is  a  S>8  ion  p^^  outlining  the  concerns  of  this  group  with  respect  to 
the  formula  used  to  compute  Maine's  allotment  of        f or  financ  al  aid. 

I  would  appreciate  any  Information  you  may  olEer  ©nth©  Posriblllty  of  amend- 
tne  OP  eliminating  the  statutory  state  allotment  formulae  mentioned  which  has 
luwrimlnS  affin^^^^  I  would  also  be  Interested  In  knowing  If  your 

cSE  planf^^^^  legislation  of  this  type  In  the  near  f«ture.  Any  addl. 
ttonal  comments  you  may  wish  to  make  will  also  be  Welcomed.  Should  you  wish 
to  respond  directly  to  Mr.  Parr,  however,  I  hope  you  will  send  me  a  copy  of  your 

teply.  .  .  ' 

Witli  thanks  and  warm  wishes, 

Sincerely  yours.  PtrrEB  N.  Kybos, 

Memhef  of  Congress. 

Enclosure. 

MAINE  Association  oe  Stuoent  Financial  Aid  Au^nmimm,^^^^^ 

^cfuitSh  ipeSfutoommtttec  on  Education,  Oannon  House  Office  Buitdtng, 
Washington,  D.O.  .  ■        .  . 

DEAR  CoNOREssMAN  KvKos !  As  President  Of  the  -is^fclatiott  of  Stm^^ 
Fim  ncial  Aid  Administrators,  1  respectfully  present  to  you,  on  behalf  of  our 
AssoStloth  threnclosed  position  paper  which  describes  a  problem  that  con- 
tlmipstnkeet  adversely  our  ability,  as  Maine  Institutions  of  higher  learning, 
to  Sls^ur  stSts  We  seek  your  help  In  correc«ng  this  situation,  renuest- 
ihi?  that  approtii'late  steps  be  taken  through  yo**'' OfCe.  . 

Ti  e  paper  was  prepared  by  Mr.  Walter  Moultou,  Dtrect&p'of  Student  iinancial 
Aid  at  Bowloln  College,  at  the  request  of  our  Association  and  approved  unanL 

""volfr  SllSuS^^^^^^  Congressional  delegation  have  been  given  this 

posl t  on  paper,  as  well  as  Commissioner  Ott  na  and  the  leadership  of  the 
National  Association  of  Student  Financial  Aid  Administrators. 

We  thank  you  for  your  consideration  of  our  request  and  any  appropriate 
action  which  you  take  In  Its  regard. 

^^^^^^^^^y*  Sidney  W.  Farr,  President, 

Knclosure.  ' 

A  Position  Paper  Concernino  the  Inequities  of  the  CtiRKENT  State  AtLOT* 
AiSr  Form™  ^or  tme  Distribution  of  FEhEHAt  Funds  to  tkb  Na-wonai, 

SIrECT  SWDEN?  LOAN.  TttE  COUEOE  WoRR.  STUDV  AND  TKE  StJWLfiMBNTAt. 
EDUCATIONAL  OmRTUNITY  ORANT  PROGRAMS 
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PftESBNTEIJ  BY  THE  MAI.NK  ASSOCIATIOW  OF  STOOBNT  PlNANCtAI*  AID  ADMINISTRATORS 

^  Now  thftt  we  hnve  submitted  our  requests  for  Supplemeutary  Educational 
Opportunity  Grants,  College  Work-Study  and  Nattonnl  Direct  Student  Uan 
!!"*T  107^-73  and  the  annual  appropriations  nesotiations  which  determine 
the  funding  levels  for  these  programs  have  been  concluded,  we  feel  it  is  Impera- 
tlve  to  alert  you  . to  a  historical  inequity  in  the  method  of  distributing  this  aid. 
Appropriated  fujids  are  distributed  among  the  states  at»d  the  basis  of  allotment 
formulae  vfhlch  are  statutorily  mandated.  While  the  formulae  vary  somewhat 
according  to  program  they  have  as  a  common  base  the  number  of  persons 
enrolled  In  InsMtutions  of  higher  education.  Ultimately,  such  enrollments  reflect 
the  total  population  of  the  various  states  which  leads  to  a  disproportionately 
higher  share  of  available  funds  going  to  the  njore  densely  populated  and 
.«f ?i  .  ^¥  ^?;'^nse  of  the  poorer,  more  sparsely  populated  states.  As 

„l"l*u  *  &  programs  and  request  higher  levels  of  assistance, 

and  as  eligibility  for  aid  has  been  extended  to  half-time,  vocational  and  pro- 
r»r  etary  school  students,  the  Imbalance  In  distribution  Is  accelerated.  In  Maine, 
this  pJienomenon  can  be  dcmonfltrated  over  a  three  year  period  in  which  national 
appropriations  have  been  moi'5^6r  less  constant! 


m-n  1972-73  1973-74 


I  USOE  D8n«l  Mptoved  requasts! 

/Kffiu    m807,000     $1,220,105,000  $1,534,715,000 

2,  AlloMkie:"-" '^•^^^•^  »8;'32.000 

/mmK^'*'*'  • ''"UOaOOO        766,500,000  766,500.000 

W   3,164,000  3,465,000   jlmOOO 

3.  Allsimjn/  it  a  ootcenUgB  of  requsit  <2  divided  by  I)!  ~  ~  :  =:====3 

(J'UnljMSMMS   7a  £3  rn 

<")  •   71  15  35 

.While  Maine  did  not  lose  ground  as  rapidly  In  1073-74,  that  is  only  because 
ti.t  Cpmmlss  oner  of  Education  used  his  discretionary  authority  to  supplement 

S„«  i"ifiLii'luS"^T*?i*^'^  ^  "^l^l'P?  t">sed  progranjs.  No  ,sueh  relief 
was  available  with  National  Direct  Student  Loans,  howevel*.  The  allotment  as  a 
R^l*"^!*^*  request  In  that  program  was  60%  for  the  United  States;  in  Maine 
the  percentage  was  18%,  lowest  of  any  state  In  the  country. 

Maine  and  similar  states  are  In  an  uncomfortable  position  to  say  the  least, 
ifJJ^.'S!!^*  prepare  for  progressively  smaller  shares  of  federal  appropriations  In 
1974-70  and  subsequent  years  unless  corrective  action  Is  taken. 
♦»Z "iliu?- "^/f**  "'l*?^  federally  sponsored  student  aid  programs  is  one  solu- 
problem,  but  probably  not  a  viable  one  If  recent  history  is  a  reliable 
1 -XJ^'ll'-^.t'  T     the  Maine  Congressional  delegation  to  introduce  amend. 
SF«Sl"Jl«il'^  *^®h2.'^^.S2?  ^^'"IsiMsslonal  session  abolishing  the  statutory  state 
allotment  formulae.  TheOflBoe  of  Education  itself,  on  several  occasions,  has  pro- 
i«f  f  n'.J  Institutions  in  the  nation  would  receive 

avttllaMe  vls-a-vls  their  panel  approved  requests  versus  the  amount 

i.rtSi«i^f1iS«L*u««^l"^  legislation  Is  necessary  to  assume  that  students  and 
ediionMonal  Institutions  are  trwted  equitably  In  the  d  str  butlon  of  Available 
Site!  f*?^^5Ll*^'  ^«  doubtfuljat  state  allotment  formulae  were  evS 
Yn  ♦ifn/'^Mr*  i^AZ  tWxW**  discriminant  to  receiving  federal  aid. 
lii  K  the  face  of  Inadequate  appropriations  over  the 

m!UZItf^^'  A^''^^l^^^^i^^^^  t'^nslstently  In  recent  years  to  eliminate 
discrimination  on  the  basis  of  race,  creed,  color  and  sex.  With  this  in  tnlnd  It 

:hffi5*htt«Mt!lS,^  the  state  iSwB  HWellt  ihw  Js^to 

SniSi^*  «  detemlnant  for  yecelvlng  federal 

toarrlejf  exists  to  student  entitlement  In  the 
?MfmteiS''i?*t^*J^f/'W'i2^  ^4?  feasonahle  to  eliminate 
f5Ll*?  ?2&%?ilili^®*JS??,*!  ^*?^  "^'wce  equal  educational  opnor. 

2  !Llt%S?^MiteI^!!li?**'.^®"*  PMgifftms,  a  method  of  dlstrlbut- 
jtig  the  avAiiable  funds  which  works  at  cross  purposes  to  that  oWeeltve  shonid 
be  etlmtnated.  We  urge  yo«  te  take  action  en  Wmatter  SSw. 
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(In  thousands  of  dollars) 


1972  1973  1974 

National  direct  student  loan  program: 

''""^Unhed  States  •   387. 165  533,  S3I  682, 789 

MaVne..^^^^^^^^^^^   I  -   1.891  3,556  6.574 

Panel  recommendation:  ... 

united  States   337, 154  451, 169  576, 969 

Maine   li8U  3,473  6,569 

^""tttt^^   286,000  '  286.000  286,000 

Maine*   Ii229  1,239  1,189 

College  work-study  program: 

Funds  requested*.  -ii  eii^  ^e<. 

United  States   345,642  453.544  543,656 

Maine  ,   i.750  3,436  6,081 

.  Panel  recommendation:  ...  ... 

United  Stales  •  305. 569  407. 655  489, 650 

Maine  -  '  i»706'  2,676.  6,017 

Funds  available:                                           '  ««n  aha  ««« 

United  Slates   237, 400  270, 200  270, 200 

Maine    1»190  1342  2,726 

Supplemental  educational  opportunity  grants  program; 

Funds  roquested:  ..^  ,_,  ... 

United  States  -  - ...  -  -   296, 000  420, 960  555. 094 

Maine   1»049  2,607  7,429 

Pant!  recommendations:  AeAAai  «»i  4«a 

United  States...  ....   259,084  361,281  486.096 

Maine   959  2,504  5,546 

Funds  available: 

Uilted  States   177,700  210,300  210,300 

Maine...  -   745  884  2,365 


ilUMllOLUT  UNIVEKSITY,  AUCADIA  CaUFOKNIA 

ItKSOtV'im   CAtUNO  FOU  IMl'KoVfi.MKNT  OF  THfi  CURUBNT  STUDENT  FlNANCTAt, 

AID  CHAOS 

Whereas,  the  Co!igre«M  of  the  United  States  has  often  been  undttly  slow  in 
ooini)leting  action  on  proposed  student  financial  aid  legislation,  and 

Whereas,  the  federal  adnanlstrntlve  bureaucracy  has  been  unbelievably  tardy 
in  publishing  regulations  for  established  programs  (final  regulations  are  not 
yet  published  tot  programs  established  In  mld4972),  and 

Whereas,  the  several  leglslative»  administrative,  and  regulatory  bodies  (Con* 
gross;  California  State  Legislature;  federal  Office  of  Student  Assistance;  Cal^ 
fornla  State  University  and  Colleges;  and  the  California  State  Scholarship 
and  tmn  Commission)  have  spewed  forth  an  astounding  jumble  of  often  con** 
fiicting«  ttsualty  complex,  and  practically  unintelligible  application  fornix, 
eligibility  and  reporting  requirements,  policies  and  procedures,  and  Informational 
material,  and 

Whereas,  the  sum  total  of  above  actions  and  inactions  has  resulted  in  an 
ever-growing  financial  aid  bureaucratic  snarl  that  has  caused  undue  confusion, 
palU)  and  suffering  to  students,  parents,  educators,  administrators,  and  coun« 
selors,  as  Well  as  encouraging  dishonesty,  cynicism,  and  disrespect  for  the  political 
and  educational  Institutions  of  our  country. 

Therefore,  the  Student  ITlhanclal  Aids  Committee  of  Humboldt  State  Unl* 
verslty  begs.  Implores,  pleads*  and  beseeches  the  above  legislative,  administrative, 
and  regulatory  bodies  to  simplify,  consolidate,  and  clarify  student  financial  aid 
programs;  to  administer  th^m  in  a  timely  manner;  and  to  move  toward  the 
entitlement  concept  (as  In  the  Basle  Grant  Program)  and  away  from  the  '^Wel* 
fare  Departments^  approach  (as  In  the  overly  complicated,  fragmented,  over« 
lapt>lng,  and  contradictory  myriad  of  existing  student  finandal  aid  programs). 

JAOIC  AtTMAN,  Dtmtof  0/  PtMiiOtat  AMi 

(and  d  others). 
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Hi;MiioT/r  Statr  Univkusitv. 
Areata,  Caltfonita,  AiiHl  2fh  lOVf. 

To  J  Those  eoneornert 

vV  8tMW.triRn  ovicHvncw  ov  A  i»ossim.io  j'Inancial  aid  stuuctuuk  Of  THK  vvwm 

A  rtwolutton  of.  vvltMm  is  not  of  jiiueh  vnluo  if  lUtornativt^s  are  not  proposotl. 
Tho  following'  altiMimtlvos  mm  mudi  pvoforablo  to  mo  ovin*  what  we  now  have  i 

All  need  annlysis  done  centnilly  (through  IniprovtMl  HEOG  nysteni)  free  to 
student  and  family;  Family  Contribution  Figure  available,  upon  miuest,  to 
instttuttons  and  state  programs. 

Basle  Kdueatlonal  Opportimlty  Grant  (BEOG)— fully  funded. 

Supplemental  Kdueatlonal  Opportunity  Grant  (810OG)— elimimited. 

Federnlly  Insured  Student  I^onns  (FISL)--no  Interest  subsidy,  0%  to  student 
with  h^overmnent  paylU}.^  1)alanee,  Available  to  also  ftnul  hli;;her  than  standard 
btulii^i'ts,  replace  unavailable  Family  CantHbutlon  Figure  or  expected  Student 
Kmpl<»ynient  ContrlbutloUr 

National  Direct  Student  Loans  (NDSL)^(rio  new  federal  numey)  or  Work- 
Study  ( WS)— avaUable  only  by  following  formula  i  Standard  l^ud«et  less  BK(  Ki» 
Family  r^mtrlbutlon  Fl«fure,  Student  Employment  Contribution,  and  other 
resources  (Social  Security,  VA  benefits,  state  awards»  BIA  grants,  institutional 
grants  and  schohu'shlps,  AFDC,  etc.)  rs$800  or  more, 

AdmniaffeH 

h  Emphasis  e(m1d  he  placed  on  obtaining  full  BEOG  funding. 

2.  Financial  aid  programs «would  l>econ)e  understandable. 

3.  Only  one  need  analysis  document  would  nee<l  to  he  tiled  and  at  no  cost  to 
applicant. 

4.  System  could  be  administered  with  a  smaller  bureaucraoy  than  now  exists 
at  the  institutional  level. 

fi,  Available  aid  would  he  distributed  on  a  much  ntore  consistent  and,  there* 
fore,  equitable  basis* 

0.  Financial  aid  ccnnseling  could  take  place  on  campuses  Instead  of  present 
overwhelming  and  complex  paperwork  i>iM)cesslng  re<iulrements. 

7.  Federal  emphasis  could  concentrate  on  providing  a  TIMELY  BEOG  system. 

DtMtdmntaffes 

1.  If  BEOG  not  ftiUy  funded,  system  would  not  work  well.  However,  the  cur* 
rent  >Mystems  are  notAVorklng  well  at  all. 

If  you  feel  the  above  possibilities  and  the  attached  resolution  have  merit,  i)lease 
forward  (?oples  to  others  you  thitik  would  be  interested  In  them.  , 

Jack  Altman,  DU'ector  of  PUtanclal  Aid 


SvkAot^sM  tlKivEnsity, 

On^lCK  Ot*  S'ntntiKT  At^^AlaS,  AcTIVITIKS  and  OUOA^^lJiATtON-S, 

iiyruvUHet  iV.y.,  May  lOVf* 

tlon.  SxmH  G.  O^Uaka, 

Vhalman,  Hmm  ffpevlat  SuhmnmUtee  on  Mucatimi  Cnmtm  House  ButtiUny, 
WuHhlnfftm,  D.O. 

Dkau  Mn.  OUaua  1 1  recently  conducted  a  survey  of  black  students  at  Syracuse 
University  and  thought  you  might  be  Interested  In  some  of  the  findings. 

T8%  of  tlie  resiM)ndents  were  receiving  financial  aid  and  of  the  22%  who  were 
not,  88%  say  tlmt  they  at)i)lied  tot  aid  but  were  denied.  Of  those  i*ccelvlng  aid, 
00%  are  getting  hmn  aid  and  44%  are  receiving  aid  through  work  study  (no 
analysis  was  made  to  determine  the  t)ei'centage  getting  both  loan  aid  and  work 
study). 

Financial  considerations  were  viewed  by  6T%  of  the  respondents  as  a  problem 
area  i  while  80%  of  tl\ose  working  felt  tlmt  this  had  c^^v,  if% ;  theli*  Ol^A  to  be 
lower  than  it  would  have  beeuotlierwlsei 

Most  of  the  black  undergraduate  students  are  a(l.alti:ed  to  the  University 
through  special  admission  twllcy  and  arc  thus  *4ilgh  risk*^  To  have  to  solve 
financial  situations  tlirough  loans  and/or  workstudy  creates  added  frustration 
and  anxletiesi 
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Nm'K ;  The  (lnt«  won  «ath«ml  on  the  uuaori,M'uauute  hluek  student  ixunilatidn 
at  Syvacuse.  It  conslstod  ot  lol  vosponst^s  which  a»|n'est»nts  t20%  <>f  tlic  huiek 
uurtergmdunte  poindtttlon.  The  Sample  was  fi«%  I'enHile  and  M%  male  and  con- 
sisted of  10%  seniors  (low),  23%  Juniors,  83%  sojihoniorfs,  and  34%  treshmen. 

HowAun  G,  Adams, 

San  Jobi'j  Statk  VNivKUStrv, 
Hon.  James  OTlAUA,  • 

Vhatmmh  Mucution  Snhoommltteet  V.S^  JIoim  of  BeprcsontaUva^t  M  amhwtmf 

..... 

Dkau  Conokrssman  0'Ha«a  \  I  would  like  to  discuss  two  possible  ehun^es  in  ouv 
student  finundul  aid  programs.  . 

J.  SWPWJMENtAliV  EimcAtlONAt  omUTVNITV  OUANT  (SEoO) 

I  would  suggest  broadeninj?  the  concept  of  what  is  uu  accoptahle  nuUching 
sotirci  of  aid.  The  current  practice  is  obviously  Uaiiting  and  somewhat  contra- 

^' For^exaniple,  NDSL,  but  not  FISL,  is  acceptable.  Yet  tlie  FISL  program  is  now 
the  largest  single  stttdent  aid  program  at  our  institution  and  nationwide.  If  a 
sttident  had  a  previous  FISL  and  Is  now  eligible  for  SEOO  under  the  new  gtiide* 
lines,  it  seems  illogical  to  match  with  ah  NDSL  instead  of  a  FISL  (asstnaing  a 
loan  Is  the  only  practical  source  of  matching) .  ..  . 

Some  might  argtte  that  the  FISL  is  not  a  program  controlled  by  tlie  Instlttitlon. 
To  my  knowledge,  however,  most  lending  Institutions  send  the  checks  directly  to 
the  school  for  distribution.  There  is  also  the  instlttitlou's  responsibility  to  certify 
stttdent  need*  keep  accurate  records,  and  coordinate  all  outside  resources.  In  nmny 
ways,  there  Is  no  difference  between  FISL  and  BKOO  or  state  scholarships  as  far 
lis  Institutional  control  and  distribution  Is  concerned. 

1  would  also  question  the  necessity  to  see  College  Work  Sttidy  Instittitlonal 
Jobs  as  the  only  employment  acceptable  for  nmtchlng.  Why  not  allow  any  Job  tluit 
helps  the  student  meet  educational  expenses?  .  .       '  ^ 

In  brief,  I  would  suggest  emphasis  on  meeting  the  sttulent's  ftiU  need  from  all 
sources  if  he  Is  eligible  for  SBOG.  This  would  Include  Veterans*  Benefits,  Social 
Security,  FISL,  Disability,  outside  employment,  etc.  All  of  these  resotirces  are 
now  coordinated  or  known  to  tlie  Financial  Aids  Officer.  The  important  point 
should  be  that  the  financial  aid  package  Is  a  realistic  one  and  does  not  Impose  a 
nmtehing  source  that  Is  really  not  to  the  student's  best  interests. 

2.  COtttiJOE  Wottk  STtJDY  . 

The  CWS  Program  t>i*ol>ably  provides  the  most  benefits  of  any  flnandal  aid 
tH'ogram.  Students  are  imrnmlly  placed  in  jobs  that  relate  to  their  academic  or 
career  goals.  The  college  and  the  community  obvlotisly  benefit  from  the  additional 
manpower  at  minimal  cost  '  ^      .  *      ^       *  . 

My  concern  is  with  the  constant  tension  between  the  financial  aid  offices  seeing 
this  program  as  student  aid  and  the  student  and  employer  viewing  it  as  employ 
ment.  Since  students  are  currently  cleared  foi*  only  a  *ii)eclfled  amount,  they  can 
exhaust  that  entitlement  at  any  point  during  the  year*  (Tlie  elimination  of  the 
IS-hour  week  only  compounds  this  problem.)  '  *  .  ,  . 

If  the  financial  aid  office  terminates  a  student,  the  employer  and  student  are 
unhappy,  tt  the  student  can  Justify  additional  employment,  the  financial  aid 
office  nntst  revise  the  student's  entire  package*  These  countless  devls  ons  involve 
thousands  of  nmn  hours--ie<iuiring  veriflcation  of  ex!)enses,  adjusting  records, 
typing  new  awards,  posting,  etc.  ,         ^    ,  .... 

My  concern  is  that  this  approach  can  inculcate  a  "\Velf are  Syndrome/' Kvery 
nickel  earned  is  scmitinijsed  to  see  if  the  student  is  earning  too  much.  If  he  Is, 
then  one  of  the  following  alternatives  come  into  play.  .    * ,  . 

(1)  Hcitnef)  o//ie/*  tm^^  of  flnamm  aUt  (grants  and  loans)  which  represent 
"httfd  cash''  as  opposed  to  the  vagai'les  of  an/limir's  ny  foi*  tin  hour's  woW{." 
tow  income  students  are  reluctant  to  give  up  the  hard  cash  which  nornmlly  pays 
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their  feeft,  bookfl»  and  BiippUed*  and  at  least  part  of  their  monthly  room  and  hoard. 
Theite  are  **flxed''  outlays  that  nuist  be  niet«  On  the  other  hand,  Work  Study 
cim^H  can  vary  from  month  to  month  dei>endingon  the  number  of  hours  woi*Ued, 
aicknoss»  vacation^  employer's  needs,  the  need  for  additional  study  time,  eNnms, 
etc. 

(2)  Terminate  student  from  the  )oh,  This  obviously  is  least  satisfying  to  the 
student  and  employer.  It  also  implies,  due  to  the  required  cuaiHlination  of 
resources^  that  the  student  is  ineligible  to  get  any  other  tyiie  of  employment  since 
ho  must  report:  his  earnings.  If  his  total  earnings  then  exceed  the  college  budget, 
he  is  liable  to  repayment  of  any  amount  that  constitutes  an  overuM'ard. 

(3)  Ke\>l8e  the  stHdent  budoct  This  requires  a  careful  documentation  by  the 
student  of  all  his  expenses  and  submission  of  his  bills,  check  stubs,  etc.  Then  the 
counselor  must  sort  out  and  nnaly^se  all  these  materials  and  determine  which  are 
legitimate  educational  costs,  write  Up  a  lengthy  explanation,  revise  his  package, 

'  send  out  ft  new  award  level,  etc.  This  can  take  place  two  or  three  times  for  many 
HtudtMits  during  the  academic  year  (not  to  mention  summer  awards).  This  is 
obviously  the  correct  procedure  and  must  be  done  to  protect  the  institution  audit- 
wise  against  any  overaward.  However,  the  3%  administrative  fee  simply  does  not 
pay  the  actual  cost  of  any  si^able  program  and  the  ilnancial  aid  pfRcers  have 
literally  reached  the  breaking  point  with  all  the  added  responsibilities  (especially 
PISL)  which  do  not  allow  for  additional  staff  personnel. 

All  threo  of  the  above  alternatives  parallel  the  welfare  approach  with  the 
linanciul  aid  counselor  becoming  more  and  more  the  eligibility  worker  and  tlie 
student  the  dependent  client.  Since  work,  work  habits,  work  motivation,  and  work 
rehited  to  career  goals  are  so  vitally  Important  for  low  Income  students  (many 
of  whom  come  from  a  welfare  type  background).  It  seems  to  me  to  be  self* 
defeating  to  eXerclse  the  above  alternatives. 

I  would  suggest  consideration  of  the  following  po$;slble  option ;  If  a  student 
is  eligible  for  the  program,  lie  is  eligible— period.  No  amount  is  specified,  no 
revision  is  n«ce«saiy.  Knrning  records,  however.  Would  be  kept.  To  prevent  excess 
earnlngSi  student's  employment  would  be  limited  to  liV20  hours  per  week  which 
is  ft  reasonable  limitation. 

I  think  this  option  would  be  most  benefloiat  to  everyone  concerned  i  the  student, 
employer,  and  financial  aid  counselor.  It  avoids  the  welfare  syndrome,  encourages 
work  for  low  income  students,  and  possibly  rewards  with  some  discretionary 
earnings  those  who  do  Work. 
Sincerely  yours, 

RlCHARO  C.  V^AWi 

Assoolate  Director  of  FhtmcM  Aids. 


ComtVmtt  CottfiOE  or  BAtWMOttfi, 

Battlmorei  il/d.,  June  18, 

Ilnti.  (TAMes  0.  O'Ha^a, 

(Jhaimm^  House  Suheommlttee  on  Mucaiion  and  Labor, 
Wnshtnoton,  D,0^ 

Mv  Dm  Mtt.  O'HAttA  1 1  am  writing  this  letter  in  order  to  share  my  views  on 
current  deliberations,  on  specific  highei^  education  programs  that  expire  on 
June  80,  1075. 

My  comments  are  directed  to  the  following  major  points  \ 

1.  Basic  grants-^I  encourage  full  funding  of  basic  grants  In  context  of  full 
compliance  With  Oongressiomu  Intent  as  reflected  in  the  Kducatlon  Amendments 

of  iota. 

I  suggest  that  unexpended  BBOG  f und^  be  carried  ovor  to  the  next  fiscal  year 
as  requested  by  the  Office  of  tlduoation. 

1  urge  that  some  funds  to  institutions  for  admini^trativo  costs  of  the  BfiOO 
Program  be  earmarked  for  the  financial  aid  officer's  administrative  expense. 

2,  SKOCt— Although  I  concur  with  Representative  John  Dellenbaek  that  the 
SKOO  Program  ^'includes  ovor-rellance  on  experienced  financial  aid  officers  *  . 

t  believe  that  the  SSOO  Program  should  be  funded.  Costs  of  privato.post^ 
secondary  educational  institutions  are  such  that  ^ven  a  $1»400  BfiiOG  as  the  sole 
source  of  aid  does  not  make  the  high  cost  institution  as  accesslblo  as  the  public 
one.  If  we  <ire  to  have  equal  access  to  post^secondary  education^  then  SEK)0 
funding  will  be  required  to  mak^  private  education  even  slightly  compotttivei 
d.  KDSL-'l  encouraite  fundinia  for  the  Ut)Hh  Program  until  the  commercial 
lendittg  community  is  able  and  willing  to  absorb  the  additional  loan  volume  that 
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NDSL  . candidates  Will  create.  Possibly  with  NOSL  fut^aing,  in  the  next  thm 
years,  some  current  participating  institutions  could  have  w  estabUfiihed  revolvJ  cg 
loan  program  level  sufficient  to  meet  borrowers  needs. 

4.  OWSP~I  encourage  continue^  funding  for  the  College  Worlc*Study  Pro* 

8 ram*  If  education  is  to  be  '^preparation  jfor  life"  then  it  seems  essential  that  on* 
tie^Job  vocational  experience  would  be  a  retiulslte  for  education. 
1  wouW  ei^courage  a  greater  than  3%  of  expended  OSWP  funds  for  an  allow- 
able administrative^  expense.  Administrative  expense  ^s  necessary  to  provide 
more  otf^campua  employer  contact  and  better  integration  of  the  student's  worlc 
experience  with  the  academic  experience.  .  . 

I  encourage  Congress  to  permit  some  change  in  the  Work*Study  law  to  allow 
students  to  9tay  on  their  jobs  longer  than  their  financial  need  entitles  them  to 
under  the  current  College  Work«Study  Program. 

5.  Guaranteed  Loan  Progiram— For  the  economically  disadvantaged  student*, 
the  Guaranteed  Loan  Program  is  notj^  realistic  opportunity.  The  impoverished 
student  in  most  situations  does  not  have  an  account  at  a  bank  and  has  little  or.no 
established  credit  history*  Therefore,  i](iost  banks  are  inhibited  and  in  fact  op- 
posed to  making  a  loan  to  the  economically  disadvantaged  student  because  of  a 
lack  of  bank  support  and  the  potential  of  a  loan  default. 

6.  8om  other  sim^^tions  regatdino  the  student  ftmncial  aid  program.' 

.\.  Institutions  should  be  allowed  to  have  student  financial  aid  funds  carried 
over  by  institutions  from  one  year  to  the  next. 

B.  Although  there  exists  in  law  both  substantive  and  procedural  issues,  the 
procedural  problems  involved  with  the  administration  of  federally  funded  stu« 
dent  financial  aid  programs  are  paramount.  There  needs  to  be  uniformly  In 
student  needs  analysis  application  and  techniciue,  there  needs  to  be  tiniformty 
in  financial  aid  fiscal  reports,  there  ne^s  to  be  readily  available  currenit  manual^ 
on  each  of  the  federal  government  programs.  The  procedural  headaches  must^  be 
givcm  considernfion  if  the  fiimncial  aid  community  can  be  expected  to  serve 
the  students  financial  needs.  .  ' 

0. 1  strongly  recommend  that  Title  IV,  Sul)part  6  of  the  Higher  Education  Act 
of  tOftr)  as  amonded  in  1072  be  appropriated  at  a  level  of  $200  million  dollars. 

D*  Greater  funding  of  federal  stuUeht  financial  aid  programs  is  needed  be- 
cause- — » 

1.  Each  year  more  post*secondary  institutions  are  requesting  federal  stu- 
dent aid  funds  for  the  first  timoi 

2.  The  1072  Education  Amendments  extended  eligibility  for  all  student 
financial  aid  programs  for  the  first  time. 

8.  Institutions  which  have  participated  in  the  past  will,  have  increased 
student  financial  demands, 

7.  I  encourage  continued  funding  for  the  TRIO  Programs.  The  TRIO  Programs 
are  essential  to  assist,  encourage,  motivate  and  identify  exceptionally  needy 
students. 

Financial  aid  programs  are  not  an  investment  in  merely  an  individual  or  a 
society  or  a  specific  institution,  but  in  all  three.  Financial  aid  is  the  means  for 
providing  the  student  an  opportunity  to  attend  college  and  develop  his  educational 
capacity.  This  financial  aid  officer  believes  that  when  a  student  develops  to  his 
educational  capacity,  he  not  only  enhances  himself,  he  will  ordinarily  contribute 
to  his  institution  and  to  the  society  In  which  he  lives. 
Sincerely  yours, 

Dot^OtiAl^  S.  MAODoNAt!), 

Pinanelal  Aid  Ooordimtot, 


Thk  CoMMoKwmtk  OB*  MAssAcnvsms, 

tlNlVfcttSltV  0I»  MASSAOMtJSmS,'AritlKttSt, 

May  mfh 

HoUi  ikm^  Gti  o'tiAttA, 
Itomi^  of  Repr^mi<ii'tli)eB^ 
WashlngtoHf  i>.0. 

DteAtt  CoNOttfiSsMAJ^  O'HAtiAj  As  you  cotttittue  your  review  of  student  aid  pro* 
grams,  1  would  like  to  bring  one  particular  point  to  your  attention.  The  relation- 
ship between  social  security  benefits  and  federal  aid  programs,  specifically  the 
finale  Grant  Programi 
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I  am  enolftslnff  a  copy  of  a  flraft  chapter  X  have  written  for  lnolu«ton  in  the 
OoUoge  Scholarship  S^rvUtes*  Manual  for  Flnanttnl Af^  00m  Wt  as  It  is  ^ome» 
what  lengthjr  III  try  an*  restate  the  problem  ni6Ve  succinctly, 

Soctai  security  benefits  are  extended  beyond  Qge  18  (iip  to  age  22)  to  fulltlme, 
unmarried  students  of  parents  covered  under  the^Sbcial  Security  Act, 

The  Basio  Grant  Program  considers  the  soWal  security  benefits  received  l>y  an 
individual  student  as  the  student^s  resoutcd  and  reduces  BEOO  eligibility  as  a 
result  t  aid  administrators  are  likew^^e  suppoHcd  to  consider  social  security  bene* 
fits  although  the  Office  of  Ilducation  has  neVer  issued  a  defliiitive  statement  on 
how  the  benefits  are  to  be  counted.  ' 

The  problem  is  a  simple  one,  tlie  solution  is  more  complex*  As  you  will  note  on 
Table  I,  social^ecurity  benefits  are  not  sensitive  to  family  sisse.  At  the  minimum 
lienefits,  there  Is  no  difference  between  the  one  child  and  two  child  family.  At  the 
4iverage  and  maximum  benefits,  there  is  an  increment  between  one  and  two  ohil* 
dren }  but;  thereafter,  the  total  amount  received  by  the  family  unit  is  a  constant 
regardless  of  how  many  children  are  involved. 

.    TABLE  1.--S0CIAI  SECURITY  BENEFITS,  MARCH  1974 

Mother  i  and  children  to  age  ZZ . 


\  child  and   Z  children   3  children   4  children 
mother  and  mother  and  mother  and  mother 


Schlldren 
and  mother 


I.  FATHER  DECEASED 
Mlnlgiu^n  benefits  to  family^  $135.80  maximum; 

Average  benefits  to  family,  $418.20  maximum: 
Each^  

PI  A  304.961  WaxlVum'benefit*  to  f Vmllyl  XHzio 
maximum: 

Each..«  

Total  *  


$67.90 
13&.80 

$45.30 
135.90 

$34.00 
136.00 

iZU(i 
136.00 

$22.70 
136.20 

177.00 
354.00 

139.40 
418.20 

104.60 
418.40 

83.70 
418.50 

*  69.70 
418.20 

228.70 
457.40 

184.40 
553.20 

138.3a 
553.20 

110.70 
553.50 

92.20 
553.20 

^  Child  under  18  In  ca'o* 

^he  stated  purpose  of  the  extension  of  social  security  benefits  was  to  assist 
students  in  continuing  their  education*-*a  iinancial  incentive  and  support  measure. 
If  we  look  to  average  UeneHts.  nnd  consider  one  example,  the  problem  is  obvious* 

Assume  a  mother  and  3  children  with  social  security  as  the  only  income.  Tltey 
have  been  receiving  $418.40  per  month.  The  eldest  child  turns  eighteen  and 
.becomes  a  full«time  student.  Hmt  individual  is  noW  mailed  a  separate  check  for 
;$104.60  while  the  mother  and  other  two  siblings  receive  a  check  for  $31S.80.  Tlie 
student  reports  his  social  security  benefits  on  his  B£)OQ  application,  The  approxi<» 
mate  $050  reported  reduces  his  eligibility  by  a  like  amount,  ll^or  the  1073  process- 
ing year»  the  great  majority  of  our  social  security  recipients  did  not  receive  i)aslc 
grants* 

Tlius»  the  social  security  recipient  student  is  not  eligible  for  much  iinancial 
aid«  and  the  living  standard  of  his  mother  nnd  siblings  is  reduced. 

If  tile  Individttal  chooses  not  to  go  to  doliege  on  a  futl«time  tmsis,  then  the 
motlier  still  continues  to  receive  the  $418.20  for  herself  and  her  two  other  children 
and  the  eighteen  year  old  can  work  and/or  attend  school  pai*t.time  (with  poten- 
tially increased  aid  eligibility  as  social  security  benefits  are  not  counted)* 

The  ^ttevt  of  current  regulations  on  all  social  security  fatntltes  that  hnve  more 
dependontK  ^han  are  needed  to  reach  the  maximum  benefits  (more  than  one  child 
in  disabled  and  retired  caseS)  more  than  two  In  deceased  cases)  is  to  reduce  the 
student's  eligibility  for  aid  while  also  reducing  the  social  security  received  by 
other  members  of  tiie  family  unit  below  the  level  they  would  have  received  if  the 
.other  dependent  was  not  a  student.  The  regulations  make  It  economically  dis* 
^advantageous  f^r  a  soctai  security  recipient  to  go  on  to  coll6gf»«     .  < 
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I  can  800  two  po»8tble  ^oluHonH  to  the  problem. 

(1)  Trent  the  Hturteilt'H  nocUU  security  apart  from  tlie  family's.  The  family 
unit  including  children  under  IS  would  continue  to  get  their  nuixlmuni  entitle* 
ment.  The  .student's  social  security  would  be  addltlonali  monies  and  a  positive 
incentive  to  enroll  In  iMwt-secondary  educattoni 

(2)  Apply  a  student  increment  regulatiou  to  federal  student  aid  program^  i.e., 
information  is  collected  on  number  of  dependents  and  the  total  social  security 
income  of  the  family.  If  there  are  more  than  the  needed  number  of  deimndeuts  not 
counting  the  applicant,  then  no  social  security  benefits  are  charged  to  the 
applicant. 

Thus,  one  child  families  and  some  two  child  families  would  have  social  security 
cotmted  as  a  student  resource  as  it  is  now  but  larger  families  woidd  not  have  to 
suifer  an  Income  reduction  because  one  of  the  family  decided  to  go  to  college.  It 
is  probably  Imtmsslble  to  do  anything  about  Basic  Grant  regulations  at  this  time 
but  with  the  Inclusion  of  4*5  questions  on  social  security,  it  should  be  possible  to 
implement  a  student  Increment  approach  for  lOTr^-TO. 

As  a  temporary  measure,  we  are  advising  our  students  from  over  the  maximum 
sisse  families  not  to  apply  for  continuation  of  social  security  benefits  and  to 
indicate'  on  tlieir  HEOG  application  that  they  will  not  be  I'ecelvlng  said  benefits. 

1  hope  that  in  the  course  of  your  hearings,  you  will  find  time  to  consider  the  role 
of  social  s(K*urity  in  student  aid.  The  present  situation  obviously  forces  us  to  deal 
in  Injustices  and  terms  economic  disincentive  to  famlUes  as  student  assistance^ 
yet  another  area  wliere  rhetoric  and  reality  are  in  conflict 

Thank  you  for  your  Interest  In  student  assistance  programs, 
Sincerely, 

RicitAao  A.  Dent, 
Director,  Phanclal  Aid  8ervtce$, 

Enclosure4 

SociAii  Security  BEnehts 

Social  Securtty  payments  are  extended  be.vond  age  18  to  the  unmarried  sons 
and  daughters  of  deceased,  disabled  or  retired  parents  covered  under  thi^  Social 
Security  Act  if  those  sons  and  daughters  are  continuing  their  education  on  a 
full-time  basis.  Benefits  can  be  received  by  the  student  up  until  age  22  as  long 
as  they  retalti  full-time  student  status.  It  has  been  estimated  that  approximately 
840,000  students  in  this  18  to  22  age  group  redved  $865  million  in  benefits  pay- 
ments during  the  1073-74  school  year  (Sottrce--"Need  a  Lift**  23rd  edition 
American  Tieglon). 

The  two  tables  included  below  list  the  minimum,  average,  and  maximum  social 
security  benefits  available  to  eligible  recipients  as  of  March  1074.  An  examination 
of  the  tables  clearly  indicates  some  of  the  equity  problems  faced  by  aid  admlnis* 
trators  in  the  computation  of  need  for  social  security  reciplentSi 

TABLE  K--^OCtAL  SECURITY  BENEriTS,  MARCH  i9if4 

Mother  t  and  childrdn  to  agd  22 


1  child  aehtldren  3  children  4childrdn  Schlldrert 
and  mother  and  mother  and  mother  and  mother  dnd  mother 


I.  FATHER  DECEASED 

Milnlmum!lbeneflts  to  family,  $135.80  maxtmumt 

Each.w.^..w..^w^......  

Total**...*......-*--.  .**.**.* 

Averagd  benofits  to.family.  $418.20  maximum  t 

Each-*. -**^. ..*..*-. 4***4. *********  4 

Total  

eiA  304.90!,  Maximum  benefit!  to  family,  $553.20 
maximiimi 

Each,  .-*.*..wA...4.*.4.A 

TotaL.  *  


S67.dO 
135.80 

$45.30 
135.90 

/-■■ 
$34.00 

He.  00 

$27. 2d 
136.00 

$22.70 
136.20 

17:^.00  • 
354.00 

139.40 
418.20 

104.60 
418.40 

to.  70 
418.50 

69.70 
418.20 

228.70 
457.40 

184.40 
553.20 

138.30 
553.50 

110.70 
553.50 

92.20 
553.20 

t  Child  under  18  in  cere. 


316 

TABU  II 


Children  to  age  22 


2  children   3  children   4  children 
I  child  and   .      and         and  and 
Father     mother*     mothof*     mother*  mother* 


It.  FATHER  RETIRED  OR  DISABLED 

PIA  90.50:  Minimum  benefit?  to  family,  maximum 
$135.80: 

Each   

Total  

PIA  187.10'.  Average  benefits  to  family,^  maximum 
$286.10: 

Each  i  -  

TolaL  -  - 

PIA  304.90:  Maximum  benefits  to  family,  maximum 
$55320: 

Each  

Total  --v 


$90.50 

$22.70 
45.40 

$15. 10 
45.30 

$11.40 
45.60 

$9.10 
45.50 

187, 10 

49.50 
99.00 

33.  GO 
99.00 

■  24.80 
99.20 

19.80 
99.00 

304.90 

124.20 
248.40 

82.80 
248.40 

62.10 
248.40 

49.70 
248.50 

^  ^varage  ^nent^r^^^^^     beneficiaries  are  higher  than  to  retired  beneficiaries. 
Note:  Claims  filed  after  February  1974  by  student  beneficiaries  18  to  22  will  result  in  benefit  payments  going.ilirectly 
to  the  student  rather  than  to  mother  or  father. 

The  baaic  problem  with  social  security  benefits  from  a  financial  aid  ftdmln* 
istrator^s  point  of  view  is  that  social  security  is  generally  not  responsive  to 
increases  in  family  sUe.  If  you  will  note  the  minimum  benefits,  offered  the 
dependents  In  a  father  deceased  family— there  must  be  one  surviving  parent 
and  one  eligible  det)endent  to  reach  $135.80.  Once  that  figure  Is  Coached,  there 
is  no  increment  for  additional  children,  the  pie  is  merely  cut  into  smaller  slices. 
For  the  deceased  parent  family  tliat  receives  either  the  average  or  maximum 
benefit,  there  Is  an  Increment  between  1  and  2  children  ($04/montli  at  average 
benefits  and  $96/month  at  the  maximum).  However,  beyond  two  eligible  depend- 
ent  children,  there  is  tto  increase.  A  family  with  5  recipient  children  receives 
the  $ame  total  dollars  as  a  l  parent.2  child  family.  .i.  i.^ 

One  of  the  basic  precepts  of  all  need  analysis  systems  Is  the  attempt  to  treat 
families  In  like  economic  circumstances  eauitably.  Need  analysis  systems  are 
particularly  responsive  to  the  effect  of  family  size  on  the  ability  of  the  family 
to  contribute  towards  college  costs.  Social  security  Is  basically  Insensitive  to 
family  sl^se  differentials  and  therein  lies  the  aid  administrator's  paradox.  In 
attempting  to  solve  the  conflict.  Individual  aid  administrators  and  a  number  of 
state  agencies  have  attempted  to  design  approaches  that  Would  balance  the 
stated  interest  of  the  law,  i.e.,  that  the  benefits  are  intended  to  support  the 
1^22  year  old  students  with  the  reality  that  usually  there  Is  no  increase  In 
the  money  available  to  the  family  unit  to  carry  out  that  Intent. 

Tttfi  PAMILV  INCOMIS  A^mAOfl 

Social  security  checks  are  sent  monthly  to  the  surviving  parent  or  parents. 
Normally  all  eligible  dependents  are  covered  by  the  one  check.  The  money  there- 
fore tends  often  to  be  spent  by  the  family  unit  as  family  income.  Until  recently 
(February  1074)  there  was  o  change  In  the  check  distribution  pattern  for  eighteen 
to  twenty-two  year  old  recipients^  Unless  the  student  specifically  requested  that 
the  check  be  sent  to  him  or  her  personally,  the  student  was  still  Included  in  the 
one  monthly  check  sent  to  the  parent  and  the  Income  was  often  considered  by 
all  family  members  as  family  Income.  Aid  administrators  were  often  faced  with 
students  who  said— "you  can't  count  my  social  security,  I  never  see  lfc-lt*8^ 
needed  at  home."  Often  the  student  was  right— the  money  was  needed  at  home. 
In  order  to  compute  an  equitable  share  for  an  individual  student,  aid  adminls* 
trators  started  to  use  income  limits  for  family  units  under  which  social  secufity 
would  not  be  considered  available  to  a  student.  ,^^^k     ^    .  i  ^  ^ 

Some  institutions  used  the  Bureau  of  Labor  Statistics  (BI/S)  moderate  budget 
f^tandard  and  decided  that  unless  total  family  income  exceeded  the  moderate 
,  standard  they  would  not  count  social  security.  Many  other  aid  ofilcefs  and  a 
number  of  state  agencies  Uiied  fi  more  conservative  approach.  They  would  u«e  the 
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Ittiiome  levels  identiBea  by  BW  and  etate  labor  departments  as  those  levels 
where  famiUea  iwt,  emerged  from  poverty  and  would  consider  as  available 
only  the  amount  over  the  poverty  line.  For  example,  a  mother  and  three  children 
with  a  total  income  ^of  $6,000  in  a  state  whew  the  poverty  lev^^^  as 
$4,200  per  year.  The  ^  computation  would  go  S5,000-?4,200«$800  ►<presttmed  to 
be  available  social  security  benefits). .  Some  Individuals  would  divide  the  $800 
by  the  number  of  dependents  (8)  while  others  would  consider  the  entire  $800 
available  for  the  applicant  (assuming  that  a  straight  division  of  the  social  secu- 
rity benefits  would  have  been  greater  than  $800)  ^  ^ 

VbB  attempt  was 'to  apportion  the  amount  that  tne  student  could  reasonably 
have  available  without  forcing  great  disjunction  in  the  family  mlVn  living 
standard. 

There  were  often  times  where  the  mother  was  employed  or  where  a  step- 
parent was  in  the  pltcure  where  family  Income  was  substantial  and  yet  the 
student  was  not  given  any  of  the  social  security  Income,  Most  aid  administrators 
have  been  In  the  posltfon  of  advising  students  that  their  social  security  was 
going  to  be  counted  In  full  as  a  student  resource  and  that  the  student  might 
wish  to  ask  the  social  security  admjinisti?f^tion  to  mall  the  stp^ent  portion  of 
the  benefit  directly  to  the  student.  /  ^  ^^-^^  ^ 

As  of  February  1074^  social  security  checks  for  students  age  18-22  will  be 
mailed  directly  to  the  studerit  unless  the  student  requests  that  they  continue 
to  be  sent  to  the  parent  _  ,     ^         ^   ■  . 

This  change  In  pattern  will  cause  aid  administrators  another  dilemma.  If  the 
18  year  old  indicates  that  he  or  she  is  going  on  to  school,  the  family  income  will 
automatically  be  lowered  by  the  amount  sent  directly  to  the  student,  that 
amount  will  then  be  considered  as  a  student  resource  and  for  programs  like 
BEOG  will  automatically  reduce  the  student  entitlement. 

One  of  the  purposes  of  the  extension  of  benefits  to  the  18-22  year  old  stu- 
dent grout)  was  to  encourage  individuals  to  further  their  education  and  to 
provide  support  for  them  in  the  process.  In  reality  the  social  security  process 
can  be  a  disincentive  to  college  going.  If  ft  family  with  8  or  more  dependent 
children  1«  living  strictly  on  social  security  benefits,  they  are  by  definition  a 
low  Income  family.  No  parental  contribution  would  be  expected  from  most  of 
these  families*  Yet  by  the  act  of  going  to  school— the  family  Income  Is  reduced 
and  the  student  ellglblUty  for  aid  Is  dropped.  ^  \ 

Examples  Father  deceased,  mother  and  3  children  the  eldest  of  whom  Is 
turning  la  The  family  receives  average  social  security  benefits  of  $418.40  per 
month.  They  have  no  other  Income.  The  family's  total  income  is  $6020.  The 
CSS  Table  F  contribution  figure  would  be  negative  (-$310)  and  the  student 
applicant  would  have  full  need.  However,  because  the  income  Is  social  security, 
one^fourth  of  the  income  ($1256)  Is  attributable  to  the  applicant  and  Wn 
(0  months  worth)  of  that  Is  considered  a  school  year  resource  $940).  The  other 
family  members  (mother  and  two  children)  are  supposed  to  live  on  $3766  per 
year  while  the  student  applicant  starts  with  resources  of  $040  rather  than 
$0  as  he  would  of  if  the  income  had  been  anything  else  but  social  security^ 

If  the  eighteen  year  old  ha<1  gotten  a  Job  instead  of  going  to  school,  be  would 
have  had  whatever  he  earned  and  the  family  income  would  have  remained  at 
$6020  per  year  but  with  one  less  person  to  support  on  that  income.  The  Present 
resultfl  often  ate  inequitable  and  seem  to  contravene  the  intent  of  the  legislation. 

l»HfiS  SWDfiNT  INOftEMfiNl^  Ott  '*Wr  FOtf*  AmOAOH 

One  approach  that  seems  to  make  sen»e  and  to  support  the  incentive  base 
of  the  extension  of  social  security  benefits  to  students  is  the  "but  for'' 
prottch.  I.e.,  "but  for"  the  fact  of  the  18-22  year  old  student  status,  what  would 
be  the  benefits  received  by  the  family  unit.  If  the  student  Is  the  only  dependent 
child,  social  security  attributable  to  him/her  would  have  stopped  at  age  18 
but  for  the  student  statu^« 

This  Is  true  in  both  death  and  retired  or  dif^'^bled  parent  cases.  For  parent 
deceased  cases*  there  is  an  addttlonnl  Increment  , except  at  the  minimum  benefit 
level)  bpf^ween  the  firftt  and  second  dependent  child.  Note  the  average  benefit 
line  on  Table  I^the  difference  between  one  child  and  two  is  $418  minus  $364 
or  $64  per  month,  not  the  $180<4O  tndicf^ted  in  the  chart. 

This  approach  re^enforces  some  basic  pHnctples  of  need  analysts.  We  accept 
applicants  and  their  families  as  we  find  them.  We  do  not  penalis«e  larger  families 
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for  having  moi*e  qhildrett,  We  counfc  all  sources  of  income  and  do  not  discrimi^ 
nate  I  against  simqitlc  income  types  and  we  seek  to  treat  families  in  similar 
economic  circumstances  equitably* 

The  present  treatment  of  social  security  families  for  multiple  child  families 
does  damage  to  the  principles  of  need  analysis^  it  discriminates  against  social 
security  recipients  in  the  award  of  aid»  and  results  in  the  reenfdrcing  of  a 
disincentive  towards  college  going  in  the  guise  of  aiding  students* 

Bventually»  the  role  of  social  security  benefits  in  student  aid  will  have  to  be 
resolved  by  the  respective  federal  agencies  or  the  Congress.  Until  then  aid 
administrators  will  need  to  develop  approaches  that  will  not  penalise  social 
security  recipients^  and  those  approaches  should  consider  family  si^e»  other 
income  available  and  the  real  effect  of  considering  social  security  benefits  as 
direct  student  resources. 


Westboroxtgh  Juniob  High  School, 
South  San  FmiokcOf  Galif,^  May  Sit  1974, 

James  G.  (VHaba^ 

Chairman^  House  Education  suhoommitteet 
Bouse  of  Representatives^  WaBMngton^  D,0, 

Dbab  Mr.  O'Hara  :  I  am  writing  as  a  concerned  citijsen  and  as  an  officer  of  tlie 
South  San  Francisco  Community  Sdiolarship  Association  to  ask  for  your  assist- 
ance in  correcting  a  situation  which  has  been  exacerbated  rattier  than  alleviated 
by  the  federal  governmetit's  intervention.  I  refer  to  the  retltape  and  exi>ense 
associated  with  the  B.B.0.0.  Program.  It  is  resulting  in  qualified  students,  par* 
ticularly  tliose  with  middle  class  backgrounds^  becoming  discoUrage<l  and  deoid* 
ing  against  pursuing  college  educations.  Our  universities  are  having  to  lower 
their  standards  to  accommodate  students  with  low  academic  potential  because  of 
tlie  shortage  of  qualified  applicants  who  can  afford  a  college  education. 

We  cannot  ask  students  and  parents  to  expend  the  effort  and  the  money  needed 
to  apply  for  financial  assistance  ^vith  little  or  no  assurance  that  it  will  be 
forthcoming. 

Our  Scholarship  Association  Is  sending  you,  under  separate  cover,  conies  of  the 
forms  which  must  be  completed  in  order  that  a  student  be  considered  for 
financial  aid.  We  have  computed  the  application  cost  to  each  student  as  $91.25 
including  fees  to  be  paid  universities,  testing  agencies,  and  financial  aid  compu- 
tation  agencies. 

Please,  before  we  lose  a  generation  of  educated  leadership,  let  us  do  something 
about  this  problem. 
Sincerely  yours^ 

EimA  F«  nsLARios, 

Prlmlpal 


Co^eOBtlSS  OB^  T1II3  Uxim  STA'ffiS, 

House  op  UepresbntAtivks, 
Washinffton^  2>.c'.,  May  i//,  lOU. 

Hon.  CAttti  B.  Perkins, 

Chalmafii  House  Committee  on  PJducatlon  and  Lahor^ 
Washhwton,  D,C\ 

Dear  Mr.  Ciiairac an  :  I  am  enclosing  a  resolution  imssed  by  the  Western  College 
Association  urging  tlmt  major  adju^^tments  be  made  in  financial  aid  programs.  I 
hope  that  you  and  the  other  Members  of  your  Committee  will  give  every  con* 
sideration  to  the  views  expressed  by  this  Association. 
Sincerely  yours, 

CliET  HOtttlEtO. 

.  ]^nclosure. 

Western  Association  of  Scttooti?  ano  CottEOEs, 

Oakland,  VaUf.,  May  0,  l9Vi. 

Hon.  Cmet  MotiriEto* 
Wafihhifftofh  to*C\ 

t)HAR  Mr.  Uotstfmtn :  On  UuMi  22, 1974,  the  membership  of  the  Western  Col- 
lege Associatiott,  assembled  for  the  annual  meeting  in  Claremont,  California, 
passed  the  attached  resohition  and  asked  that  it  bo  reterred  to  you  for  appropriate 
attention.  We  are  certain  that  this  region  is  not  tilone  in  pleading  for  major 
adjttstments  in  the  financial  aid  programs. 
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'  Vol  y<itt^  fnfom^ttbm  the  Western  College  Association  indUdeis  Vlji  active  and 
66  .associate  metnber  ttastitutions  in  Californtat  Ati^i^a;  Quai^»  l^^^wait,  ,^aaho> 
N€iy^aa,Oi^fegon,$ndttah,  ^  »    : ,  ... 

W0  tmt  ttoat  you  ,and  your  associates  will  give  careful  attention  to  tbi9 
resolutioU*:..  , 
Sincerely,  ^       ,  . 

Snclosurei 

*  ,  ;         WESmi^  COUEOB  ASSqCXATlON,  , 
\  OARtANOt  OALIF^ 

'  *  "         OlaremmttOaUf^t  March  1914. 

KBSOLUTlOlf 

Whereas  the  cost  of  higher  education  is  escalating  to  a  point  which  is  iucreas- 
Ingly  depriving  all  but  the  economically  elite  of  that  education  \v1thout  outside 
financial  assistance ; 

^  Whereas  the  multiplicity  of  different  programs  for  financial  aid  with  different 
regulations  of  eligibility  are  so  confusing  to  those  they  are  designed  to  serve  and 
to  those  who  must  explain  and  administer  thein  that  their  effectiveness  is 
reduced ; 

Whereas  the  institution  of  tlie  mean]s  test  for  the  federally  guaranteed  loan 
program  has  made  ineligible  mjAnV  of  those  for  whom  that  program  was  designed ; 

Whereas  the  level  of  matching  parental  contribution  required  in  the  B$00 
.program  precludes  the  effective  Use  of  that  program  by  economically  deprived 
students*  particularly  minority  students; 

Therefore  be  it  resolved  that  the  Western  College  Association^  while  applaud** 
ing  the  original  intent  of  the  V&OG  i>rogram  and  the  Federally  Guaranty  Loan 
Program^  among  others*  urges  that  these  programs  be  adjusted  to  serve  better  the 
fttudents  for  whom  th^  were  designed ;  that  immediate  effort  be  made  to  coordi** 
nate,  give  internal  consistency  to»  and  reduce  the  multipltcity  of  different*  and 
often  conflicting^  requirements  of  federal^  state*  and  other  agencies;  and  that 
the  goal  of  such  action  be  to  provide  the  greatest  benefit  for  the  greatest  number 
of  qualified  students  who  need  assistfiince  with  the  least  administrative  com* 
plexity>  and  thus  with  the  least  diversion  of  available  funds  to  overhead  costs. 


SAW¥£1R«  CoMieOB  OP  BttSlNgSS* 

Los  AngeteSf  CaUU  Uaif  IS, 

jAites  O.  O'Haba, 

ClHUmUn^  CofigreaMonal  Committee  on  Education^  Bouse  of  Represetitatii)e^t 
WasMngtoHt  D.O, 

Dear  Mb*  O^Haba  :  It  Was  a  pleasure  meeting  you  at  the  recent  WASFAA  con- 
ference  in  Santa  Oru»»  California*  You  may  temember  we  talked  very  briefly 
prior  to  your  opening  speech  and  I  indicated  you  would  t>e  hearing  from  me. 

I  have  been  in  student'  aid  adhdnistration  for  thirteen  years  in  a  Califoi^ia 
pttblic  ttnii^ersity  prior  to  relocattug  at  a  proprietary  school  and  feel  compelled 
to  identify  some  legistatioii  which  I  believe  is  esctremely  discriminatory  insbfar 
as  the  student  aid, regulations  prevent  equitable  funding  to  all  students  in  our 
country.  ^  [  ^ , 

The  most  t^^cent  example  of  tW  dtscrlmtnation  1$  the  comparison  of  inittul 
ftud  renewal  SBOiS  distribution  i^efiected  itt  the  state  formula  announced  at;  the 
WASB*aA  conference; 

The  Higher  £ducatton  Act  of  ld?2  refers  to  the  "neediest  students*^  in  awarding 
S£)00*  M  reference  appears  regarding  the  traditional  preferences  of  fundtuK 
renewal  »tudent$  first  and  tlien  initial  SOOO  (BOO)  applicants*  If  HViOd'  is 
truly  intended  for  the  neediest  students  iti  our  country,  legislation  should  by  now 
reflect  this  intent  and  ftthdfhg  to  institutions  be  more  equitably  distributed  titan 
the  02,  percent  renewal  and  29  percent  initial  formula.  I  cohtend  that  this  insti- 
tutional funding  formtila  perpetuates  discrimination  against  the  "neediest  stu« 
dents'*  attending  proprietary  schools  who  have  been  dented  this  program  until 
last  year  and  who  witliout  this  prograth  have  been  forced  out  of  school  due  to 
lack  of  funds  and  who  are  now  only  e^ttended  token  assistance. 

1?he  opportunities  of  this  country  have  provided  a  new  type  of  tyt)ical  college 
student  quite  different  from  the  traditional  dependent  student  of  prior  years. 
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I  contend  oujr  typical  college  student  today  is  Mr.  &  Mrs.  America  made  up  of 
retummt;  veteran's,  old6i^  students  and  single  parents?  not  the  Independent  type 
denoted  In  HM  recently  nnnounced  Vermont  survey*  There  is  l^felslatton  for  vet- 
erans and  legislative  teehnljques  for  allowances  against  Veterans'  Income  and 
assets.  However,  nowhere  is  there  any  approved  allowances  for  singly  parents. 
Institutions  which  have  a  large  percent  of  these  bona  fide  independent  type's  are 
not  allowed  to  use  updated  Bureau  of  Labor  Statistics  in  their*  Institutional 
Applications  for  f undd  until  Ck>ngress  approves  something  othet*  than  OE  Admin* 
istrative  memo  2-T2  iigures.  Institutional  funding  is  not  realistic  and  li 
inadequate,  and  students  are  therefore  curtailed  in  opportunities. 

Lack  of  iip«dated  budgetary  and  application  guidelines  for  Institutions  are  pro« 
ducing  a  game  among  some  application  preparations  in  securing  funds  for  the 
student  by  way  of  inflated  enrollments^  needy  students  projections,  misrepre- 
sentation of  program  length  and  any  other  loophole  that  can  be  found.  In^titu*' 
tions  which  honestly  present  the  facts  without  playing  a,  gamp  can't  help  but 
question  the  application  process  in  view  of  how  some  institutions  mude  out  in 
panel  reviews  to  Washington.  I  contend  all  Institutional  Applications  with  high 
perconts  of  independent  students  should  be  recalled,  reviewed  for  bona  flde  inde- 
pendent students  and  refunded  appropriately  with  up*dat^  BL&  budget  incre- 
ments. Panel  reductions  in  enrollment  and  needy  student  figures  sltonld  be  sub- 
stantiated by  some  facts  if  institutions  must  substantiate  their  application  pro- 
jections. Further,  the  Institutional  Application  for  campus-based  programs  should 
be  redesigned  for  computer  analysis  and  include  only  an  institution  statement  of 
enrollment  projections,  program  lengths,  needy  student  percentage  distribution 
by  various  budget  categories  and  averaged  student  resources  backed  by  an  explicit 
narrative  and  catalogue. 

The  Basic  Grant  program  supposedly  intended  for  the  student  to  be  allowed  to 
attend  the  school  of  his  choice  contains  regulations  perpetuating  disprot>ortionate 
funding  to  students  attending  proprietary  schools  when  compared,  to  the  students 
attending  four-year  Institutions  as  follows .* 

1.  Students  at  four*year  institutions  can  apply  for  the  fiasic  Crant  each  year 
while  they  pursue  two  years  of  general  edu(;ation  courses  and  two  years  of  major 
requirements.  A  proprietary  school  student  enrolled  in  only  a  six  month  concen- 
trated program  which  expedites  his  or  her  «ntry  into  the  job  market,  is  allowed 
only  isix-eighths  of  a  traditional  academic  year  award*  Why  not  allow  these  six- 
month  programs  be  the  students  own  acad^mid  year,  and  allow  him  full  benefits? 

2.  Also,  a  student  attending  any  institution  in  which  his  final  three  months  of 
a  twelve  month  academic  program  ends  prior  to  a  new  fiscal  year  should  be 
allowed  an  accelerated  term  allowance  out  of  the  prior  fiscal  year  since  the 
student  is  no  longer  in  school. 

8.  Basic  Grant  regulationis  stipulate  eligible  students  are  those  who  haVe  a 
high  school  diploma  or  equivalency*  Other  programs  specify  that  students  are 
eligible  if  the  Institution  normally  admits  high  school  graduates^  It  is  conceiv- 
able that  needy  students  judged  to  have  potentialt  who  do  not  hMve  the  high 
school  diploma  or  eqUivelency  are^jbeing  denied  equitable  opportunities  in  this 
program. 

The  disi'rimination  In  the  Guaranteed  Loan  Program  lis  one  that  is  most  shock- 
ing. (Published  statistics  show  lending  institutions  invested  6  billion  dollars  in 
tkiu  program  during  1^T3.  The  federal  government  invefited  $201  million  in  the 
interest  subsidy  portion  of  this  program  during  1073.  Students  attending  propHe« 
tary  inistitutions  are  not  benefiting  from  their  tax  dollars  because  banks  were 
not  loaning  money  freely  to  proprietary  school  studefits  then  and  the  situation  is 
now  worse.  Proprietary  schools  are  Subjected  to  dea^  not  allowed  by  legislatton 
such  as  discounted  loans,  points,  etc.,  and  all  fir^t*year  \students  who  are  needy 
^redenled  freedom  in  the  selection  of  the  school  of  their  choice* 

t  contend  the  Guaranteed  Loan  Program  sliould  be  termittaled  and  subsidy 
fuiids  reallocated  to  expanded  d^mpus  based  programs  if  the  discrimination  is 
not  ended.  The  regttlations  do  give  the  banks  the  privilege  of  lending  their  pritiei* 
pal  to  v;liom  ever  they  want;  however,  I  cannot  believe  that  law  intended  to  opv*n 
the  door  to  the  situation  that  now  exists. 

Proprietary  schools  have  been  the  target  of  much  criticism  due  to  the  published 
default  information.  In  fairness  to  this  situation,  I  thidk  the  overall  inequitable 
funding  to  theHQ  students  may  be  partially  to  blame  for  defaults.  Needy  students 
who  are  not  interested  in  a  traditional  four^year  college  and  \vho  have  only  the 


6  w  .X 


321 

NDSU  ana/or  Fist  progrnmB'avaUable  to  them  may  have  had  to  drop  out  because 
oC  the  deficit  in  packaging  and  are  unable  to  pay  back  loans  because  tJiey  never 
benefltedi  as  do  students  In  other  institutions,  which  have  several  pi^agrams  mm 
ttfndlng  for  adequate  packaging.  . 

Students  in  proprietary  schools  are  structured  into  classes  for  their  programs* 
Students  at  other  institutions  are  very  often  allowed  to  wander  from  their  tib* 
J^ctlve,  taking  longer  to  complete  their  programs  and  at  the  t^ixpayers'  expense. 

I  have  previously  disagreed  with  comments  made  by  the  Administration  that 
the  financial  aid  programs  are  not  working.  I  see  now  that  they  are  not  working 
only  because  they  are  not  set  up  for  all  the  students  in  our  country.  I  believe 
these  programs  can  work  and  should  be  continued.  Perhaps  our  country's  repre* 
sentatives  are  not  availing  themselves  of  the  most  knowledgeable  student  aid 
administrators  from  all  sectors  of  education  and  therefore  only  the  obvious 
interests  are  being  recognissed.  As  a  taxpayer,  I  wish  to  see  my  tax  money 
equitably  dlstifibuted  among  these  students  who  are  our  country's  future  leaders 
regardless  if  they  choose  to  be  only  a  voting  citizen  rather  than  office  holder* 

Verytruiy*  ^  ^ 

Theresa  Babrv, 
Director  of  Student  Assistance. 


Tub  Mebchan^ts  National  Bank  of  Mobiie, 

Mobile,  Ala.,  May  l,mi. 

Hon.  James  0*Ha»a, 
Washingtonf  B.C. 

Dear  CoNORBSSMAfT  0*Haba:  This  is  to  express  my  Interest  and  growing  con- 
cern in  regard  to  the  Basic  Educational  Opportunity  Orant,  commonly  called 
thi*  B.  O.  G.  While  I  am  not  opposed  f-o  students  receiving  grants,  I  feel  the  grants 
should  be  given  on  the  basis  of  som(?  of  achievement,  t  am,  however,  very 
much  opposed  to  students  receiving  grafts  (from  our  tax  dollars)  and  never  com*' 
plotlng  school.  It  my  undri'standln^^  i:..it  the  majority  of  students  beginning 
college  never  graduate.  In  this  age  of  big  Government  spending  and  large  welfare 
programs,  many  of  which  are  later  abandoned^  discretion  should  be  the  key  word 
in  any  program  wh<^re  the  taxpayer's  hard  earned  dollars  stand  a  good  chance 
of  being  sqttandert'd. 

As  a  possible  solutiohi  submit  the  following  J  ^ 

Continue  the  program  as  it  is  basically  outlined  but  in  the  form  of  a  loan, 
Disburse  the  funds  on  a  quarterly  or  semesterly  basis  to  be  credited  to  any  out* 
standing  school  related  debt(s)  the  student  may  owe,  sttch  as  tuition,  room  and 
board,  books,  etc.  If  the  student  finishes  his  education  within  a  reasonable  period 
of  time  the  I6an(s)  may  then  revert  to  a  grant  and  the  student  would  be  relieved 
of  the  repayment  of  this  debt  If,  however,  the  student  doe$  not  complete  his 
education,  any  debt  Incurred  from  this  program  should  be  considered  a  loan  and 
repayment  by  the  student  should  be^n  within  a  reasonable  period  of  time- 

I  have  discussed  my  theory  of  the  B,  0*  with  a  numbei'  of  Financial  Aid 
Administrators  and  have  found  their  thinking  is  much  in  line  with  my  own. 

A  number  of  them  expressed  interest  in  a  larger  fun^iing  of  the  College  Work- 
Study  Program- 1  fully  endorse  this  program  fcnd  do  not  favor  Its  decline- 

Wle  I  do  not  have  a  vast  knowledge  of  all  ftt^jets  of  JPlnandal  Aid*  the 
thoughts  1  have  expressed  are  not  a  subject  ef  which  1  have  little  or  no  knowl* 
edge«  I  have  administered  the  Student  Loan  Department  of  my  hmk  for  over 
three  years.  1  am  in  constant  contact  with  financial  Aid  Administrators  of  various 
colleges  and  other  lenders*       ....        .         '         *         .  . 

I  would  appreciate  your  consideration  In  the  above  <matters  and  your  opinions 
tt^ould  be  of  interest 

Sincerely  yours,  ^  « 

ISiVomVi  BAUNfilS, 

AsBlsia^t  OasMer, 
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Univrrsity  op  Cincinnati,  . 
OinoimatifOhto.ApHlZSJOn. 
^Hon.  James  G.  0*H  ABA,  ■  . 

'OmgrcHS  of  the  United  States,  House  of  RepmentativeB^  Committee  bn  Bduca* 
Hon  and  X»a6or,  Special  Subcommittee  on  Mucatiout  Washington f  D.O, 

Dear  Mr,  O'Hara  :  This  IH  with  referenc»e  to  the  proposed  remilatlons  under 
^art  176  of  Tltl^  45  of  the  Code  of  Federal  Regidationa  j?overulug  the  operatlott 
x}t  the  Supplemental  Educational  Opportiuilty  Grants  Program. 

Please  refer  to  Section  176.2  (Deflnltlon«),  (r),  (3)  wlilch  describes  "Self- 
Hupportlug  or  Indei)endent  Student/\  The  section  stipulates  that  such  a  student 
**has  not  lived  or  iwill  not  live  for  more  than  two  consecutive  weeks  in  the  home 
of  a  parent  during  tlie  calendar  year  In  which  aid  is  received  and  the  calendar 
yttar  prior  to  the  academic  year  for  which  ald.is  requested/*  Thlsi  proposal  seems 
highly  restrictive  and  Unfair  since  It  would  prohibit  a  student  from  spending 
the  Christmas  vacation  period  or  a  part  of  the  «ummpr  with  his  parents*  It  Is 
also  inconsistent  with  current  regulations  governing  the  National  Direct  Student 
Loan  jind  College  Work  Study  Programs,  If  the  two  consecutive  weeks  residency 
prohibition  Is  approved  all  of  onr  Independent  student  financial  aid  awards  will 
have  to  be  recalonlated  and  based  upon  tHe  submission  of  a  Parents*  Oonfldentlal 
Statement  rather  than  a  Student  Financial  Statement.  This  additional  work 
would  be  an  extreme  hardship  tor  our  office  and,  we*re  sure,  many  other  financial 
aid  offices.  We  recommend  that  the  section  referring  to  two  consecntlve  weeks 
residency  Section  176,2  (rXJi)  be  deleted  from  the  regulations. 

With  respect  to  Student  Eligibility,  Section  176.11,  \  .  .  <*a  student  shall  be 
considered  In  exceptional  financial  need  if  his  expected  family  contribution  does 
not  exceed  50  percent  of  his  cost  of  education  at  the  Institution  in  which  he  is 
enrolled  or  acceplod  for  imrollment.**  Because  of  our  varied  fee  structure,  wo 
would  havb  to  check  each  application  to  determine  if  the  family  contribution  did 
exceed  50  percent  of  the  student*s  cost  of  eclucation.  SlncC;  we  process  nearly 
10.000  applications  each  year,  this  would  place  an  undue  hardship  on  our  ofilce. 
We  reconnnend  that  Section  176.11  be  deleted. 

Section  176.9.  Coordination  of  Student  Financial  Aid  Programs,  refers  to  loans 
made  under  Title  I V-B,  Higher  Education  Act  of  16*35.  In  Sections  176.9(c) 
(1)  and  (2)  it  proposes  changes  in  student  resources  depending  on  whether  loan 
amounts  exceed  expected  family  contribution  or  tiot.  If  this  regulation  is  ap« 
proved,  it  will  be  necessary  for  us  to  amend  our  financial  aid  awards  at  a  later 
date  as  a  result  of  changing  sttident  rmurces.  This  would  be  highly  undesirable. 
We  re(?ommend  the  deletion  of  Section  lV6.9(c)  (1)  and  (2). 

Under  Section  176.19(b),  Afildavit  of  Educational  Purpose,  a  legally  attthoriJ^ed 
person  may  notaridee  the  student  affidavit  provided  the  notary  '^does  not  take 
patt  in  the  recruiting  of  students  for  enrollment  at  such  institution.''  (This  needs 
clarification.) 

The  proposed  Section  176.12.  Expected  Family  Contribution  for  Dependent 
Students  states  in  (b)  (ti)  that  "tuition  incurred  by  such  dependent  children  who 
are  attending  elementary  and  secondary  schools  .  .  should  be  taken  into 
consideration  by  the  finaholal  officeii*  in  determining  the  amount  which  reasonably 
may  be  expected  to  be  mode  available  to  a  dependent  student  by  his  parent^*. 
This  would  seem  to  be  lncon^!f2tent  with  other  needs  analysis  systems,  includltig 
the  C8S»  ACT,  BEOG  or  Income  *^t\x  Method,  which  do  not  consider  elementary 
and  secondary  tultvm  costs  incurred  in  assessing  family  ability  to  provide 
edticational  ftmds. 

In  summary,  we  strongly  recommend  the  deletion  of  s  . 
Section  176.2(r)(8) 
Section  17fl.n(c)  (1)  (2) 

Section  1762(a)(8)  ... 
Regarding  Section  176.19(b)  we  suggest  the  publication  of  a  clearer  definition 
of  those  persons  who  are  eligible  to  notariise  the  student  affidavit. 
Sincerely^ 

IlAttttif  L.  Beck, 
Amotnte  Dmu  Mnmtiomt  Sm^i^lrei^i 
and  Dh'cetof'  of  Student  PlnancM  Aidi 
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NoBTH  Dakota  State  Univrrswv,  ^ 
Fargo,  N,  Dah, 

loim^^mvMQti^of^Basio  (h'ants,  Dmrtment  of  Health,  EdimUon,  and  WeU 
fare.  Office  of  Muoatlm,  WaaMnoton,  D.o, 

Dkab  Mr.  Voiot:  The  eagei'ly  awaltwl  "Bnslo  Gvant  I'ftyaient  Schedule'*  for 
1074-75  has  an-lved!  howevei-,  I  am  deeply  disturbed  by  the  in-ovlslons  of  the 
scheaule  which  dictate  that  actual  indlvldunl  cost  duta  be  established  and 
utilized  In  detflmlnlug  the  amount  of  the  Basic  Grant  stipend. 

Otw  office  him  delayed  sending- 1974-75  award  notices  to  students  Pending 
receipt  of  the  "Bttslc  Grant  Payment  Schetlule"  with  the  exiwtitatlon  that  the 
exact  amount  of  the  Basic  Grant  could  then  be  determined  and  speclhed  as  » 
resource  on  the  student's  award  letter.  This  was  considered  essent  al  to  eliminate 
(or  at  lett'st  lulnlmlKe)  sul>scqueut  adjustments  to  individual  aid  packages.  Be* 
.cause  of  lute  notification  of  BKOG  Awards,  most  l»T3-74  award  letters  mailed 
last  summer  did  not  Include  the  Basic  Grant  Award  and,  as  a  result,  hundreds 
of  aid  revisions  were  reiiulred  when  the  BS30G  recipients  arrived  on  campus  In 
the  fall.  These  revisions  generated  ttu  administrative  burden  of  near  chaotic 
proportions— we  do  not  relish  the  prospect  of  a  slmUar  ordeal  this  fall. 

In  spite  of  this  concern,  however,  we  discover  that  the  provisions  of  the  new 
"Basic  Grant  Payment  Schedule"  would  create  un  administrative  problem  or 
even  greater  size  and  complexity.  First  of  all,  there  Is  no  conceivable  method 
by  which  we  can  establish  Individual  room  aud  board  cost  figures  for  BBiOO 
recipients  uiiMl  late  sinnmer  or  until  they  arrive  on  campus  this  fall  t  conse- 
fluently.  we  will  he  compelled  to  either  delete  reference  to  the  BEOG  «•«  ybe 
award  letter,  or  establish  an  "average"  cost  and  calculate  an  estimated  BEOG 
stipend  on  this  basis,  lu  either  case,  we  must  ttgulu  anticipate  the  adm  u  stratlve 
confusion  of  adjusting  the  majority  of  aid  awards  nm^e  to  BEOG  reclp  en^^^ 

Our  overriding  concern,  however,  Is  the  increased  complexity  of  the  adjustmettt 
process  resulting  from  a  multiplicity  of  room  and  board  options.  For  example, 
a  »tttdeut  attending  <iur  Institution  next  fall  can  choose  from  a  total  of  flfty- 
aevpji  board  aud/or  room  options,  depending  upon  one  of  ten  i-esldence  halls 
selected,  S-dfty  or  7-dtty  board  contract,  single  or  double  room,  etc.  A  student  s 
selection  of  one  of  these  options  would  prescribe  the  use  of  one  of  eleven  separate 
cost  figures  for  the  BEOG  computation.  (Six  of  these  co^  figures  fall  below 
the  $1,100  room  and  board  standard  set  by  the  "Payment  Schedule,'' and  four 
are  above.)  These  eleven  cost  figures.  In  turn,'  Would  fit  Into  one  of  five  cost 
categories  on  the  "Basic  Grant  Payment  Schedule."  (The  problems  dlsettssed  here 
do  not  Involve  our  out-of-state  students  inasmuch  as  tuition  charges  for  these 
students  place  thorn  at  a  cost  figure  above  $2,100 1  however,  these  students  tepre- 
sent  only  1045%  ot our  aid  recipients.  Total  cost  figures  for  AtL  In-state  sttt* 
dents  at  ourlnstlttitlon  will  be  less  than  $2,100.)    .  -  ^.m  ».» 

The  prospect  of  accurately  determining  which  of  the  flfty^seven  options  will  be 
tmilaed  by  the  hundreds  of  Imllvldual  BEOG  recipients  expected  on  our  onmpuB 
this  fall  Is  staggering.  (When  I  called  our  Director  of  Houwlttg  to  explore 
methods  of  gathering  this  data,  he  threatened  to  hang  up  on  »Me  !)  I  hesitate  to 
even  suggest  the  likelihood  that  many  BEOG  recipients  will  utlllJSe  more  tMn 
one  of  these  options  during  the  course  uf  an  academic  .veay,  thei-eby  significantly 
altering  his  cducitional  costs  and  thus,  logioally,  afCectlng  the  amount  of  hl9 

miUaaUolf  o?a<?tual  cost  figures  will  also  create  the  near  incredible  situation 
whereby  a  BEOG  recipient  living  at  home  one  or  two  blocks  from  our  campus 
could  duallfy  for  a  Basic  Grant  stipend  $74  greater  than  a  recipient  llvljig  in  a 
double  room  lu  one  of  our  residence  halls  on  a  S'day  board  contract.  It  in  also 
significant  to  note  that  the  student  on  the  B-dny  board  contract  would  generally 
pay  cash  for  his  weekend  meals,  wh  rcas  the  student  at  home  could  pocket  the 
$74  and  eat  with  his  parents.  '    ^, 

Hopefully,  the  above  will  adequately  demonstrate  the  bewildering  complexity 
of  a  system  which  dictates  utilization  of  indlvldunllzed  cost  data  for  BKOG  com* 
tmtatJons  and  provides  reasoimble  evidence  that  more  realistic  and  worknMe 
procedures  irtiwt  be  devised.  ^ ,     . .  „  ,   .     .  *  xi.  i 

1  am  aware  tlmt  the  legislation  addressed  Itself  to  "actum  cost  of  attendance  • 
however,  It  nlfio  specifies  that  the  definition  of  this  cost  Is  "sttbject  to  regttlft. 
tiottS  of  the  Commissioner."  Aceordliigly,  I  would  urge  that  the  Commissioner 
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-pre«orlbe  coHt  stniidards  wlUdh  would  oimble  the  financial  aid  officer  to  establish 
the  exact  BEOO  stipend  prior  to  construction  of  a  total  aid  package.  I  would 
propose  that  this  could  be  accomplished  by  permitting  institutions  with  total 
cost  figures  under  $2,100  to  utilize  the  $1,800  standard  cost  figure  for  all  BEOQ 
recipients.  The  institutional  tuition  charge  would  be  added  to  this  cost,  permit* 
tine  the  aid  officer  to  Immediately  establish  the  exact  BBOO  stipend*  The  student 
could  then  be  notified  of  his  total  aid  package  and  the  confusion  and  administra- 
tive complications  of  subsequent  revisions  avoided. 

Although  the  thoughts  expressed  here  are  my  own,  I  have  visited  with  each 
of  the  aid  officers  at  the  public  Institutions  within  North  Dakota  and  I  can  report 
that,  without  exception,  they  anticipate  major  problems  in  establishing  Basic 
i?rant  amounts  for  1974-75  because  of  the  actual  cost  of  attendance  provisions 

the  "Payment  Schedule.'*  It  is  logical  to  assume  that  this  situation  will  pre- 
vail at  most,  If  not  all,  of  the  moderate  cost  public  intJtitutlons  throughout  the 
country. 

I  am  convincml  that  we  are  dealing  with  an  administrative  proldem  of  major 
proportions  requiring  prompt  corrective  action.  Your  careful  consideration  of  the 
thon«lits  I  have  presented  here  will  be  greatly  appreciated. 
Sincerely, 

Wayne  K.  Tesmrr, 
  Direotor, 

OoNNBCTiotrr  Association  op  STtinEJNT 

FiXANCIAT,  Am  AOMINISTKATORQ, 

May  SO,  m^. 

Congressman  .Tamrs  0.  D'Hah^, 
RdV^nm  House  Office  Buitdinff, 
WafihlngtMf  D*0*  .  . 

Dkab  Conorbssman  0*Hara  !  As  part  of  tlie  overall  review  of  Student  Financial 
Aid  programs)  the  members  of  the  Connecticut  Association  of  Student  Financial 
Aid  Officers  respectfully  request  that  particular  attention  bo  paid  to  the  opera- 
tional results  of  program  rulings  made  In  Wasliington.  The  Basic  Educational 
Opportunity  Grant  program  is  a  i^trlking  example  of  this  type  of  problem,  I  am 
enclosing  for  your  Information  a  resolution  prepared  for  the  Eastern  Association 
of  Student  Financial  Aid  Administrators  annual  meeting  at  Hyannis  on  6-*7  May; 
Because  so  many  public  institutloi^s  could  not  afford  the  luxury  of  delayed  pay- 
ments, the  resolution  did  not  leove.the  Executive  Council. 

Yottr  assistance  In  correcting  this  type  of  problem  will  be  greatly  appreciated. 
Sincerely  yours, 

P.  JeaOMa  OUNNINOHAM, 

President 

JBnclosure. 

BEOO  RdsotittTXON 

Whereas  USOE's  Program  Directors  have  refused  to  recognlae  the 
difference  between  a  direct  grant  and  a  college  administered  grant  and 

Whereas  the  V80B  BOO  Program  Directors  have  further  refused  to  admit 
to  the  Increase  In  administrative  duties  associated  with  determining  slsse  of 
grant,  requesting  payment,  distributing  funds  and  reporting  these  activities; 

Thi^refore,  be  U  Rfisnmdt  That  EASFAA'urge  its  members  to  utilise  the 
alternate  method  of  payment  and  send  each  and  every  Student  Eligibility  Keport 
to  the  BEOO  office  In  Washington  for  payment  of  the  Basic  Orant* 

.F^raOVS  FAtitS  COMj^ittNltV  OOLt£!0£S« 

l^erffus  FallBf  Mim^^  March  i,  Idl/h 

Hon.  SAiAm  0.  O'llAnA, 

Vhaimafif  Speolal  SuhocfmUHec  oh  MucdHdHi 

r/.fif.  etouB^  cf  B^pfcmtaHmf  WasMngton^  !).</* 

ryuh  Sifti  I  would  like  to  e^tpress  my  opp6sltlon  to  the  current  move  to  aouu* 
don  all  the  federal  flnandal  aid*  programs  that  are  and  have  been  working  very 
well.  To  substitute  the  Basle  Ot^portuulty  Orants  and  the  Federally  Insured 
Loans  for  the  coUege^based  programs  Is  unwise  and  there  are  several  reasons  why« 
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'  These  college*basea  programs  have  been  tried  and  tW  are  efilelont;  Over 
the»  years  there  have  iHjeri  some  problems  but  they  have  largely  been  wptkea 
out.  Basically,  if  all  these  college-based  programs  were  forwara-funded  1p  ade- 
quate amounts,  there  would  not  be  a  student  who  Would  have  to  quit  for  lack 

*^*By  "centralizing  the  awarding  of  funds  such  as  is  the  situation  with  Basic 
Grants,  everyone  gets  treated  as  an  application  rather  than  as  a  real^ive  appli^ 
cant.  This  is  apparent  in  several  ways  right  now.  Tl\e  fact  that  all  social  security 
benefits  are  treated  as  being  available  to  the  student  is  an  example.  In  many 
cases  .these  benefits  should  be  treated  as  family  income  and  the  fawily  contribu- 
tion based  on  this  total  family  income.  Because  the  funds  are  somewhat  limited, 
the  decision  was  made  to  limit  a>yards  to  $452  and  there  are  other  varying 
amounts  like:  $91,  $217,  etc.  No  financial  aid  officer  would  ever  award  in  that 
manner.  It  would  always  be  rounded  to  the  nearest  $25  and  several  awards  such 
as  $50  or  $75  are  not  awarded,  This  seems  like  a  small  point,  but  if  you  have 
100,000  Basi9  Grants  recipients  getting  $452  instead  of  $450,  there  would  be 
$200,000  that  Is  basically  over-awarded.       ^  ^  •  ^ 

In  the  ease  of  such  small  awards  such  as  $rX>  or  $70,  there  is  probably  no  real 
reason  to  make  such  an  award.  It  would  noi;  mean  the  difference  between  com- 
ing or  not«coming  to  school.  It  is  only  extra  monev  and  in  mnay  cases,  not  really 
needed.  If  this  same  money  was  handled  by  the  individual  college  financial  aid 
people,  it  would  be  used  in  such  a  way  to  provide  the  needed  funds  for  QoXK^gn 
attendance.  ^ 

If  funds  are  directed  away  from  the  colleges,  there  eventually  will  be  n\ucU 
fewer  financial  aid  officers  because  most  public  institutions  cannot  justity  a 
financial  aid  person  to  administer  the  other  funds  they  have.  If  this  lia;.«pens, 
students  will  not  receive  help  in  applying  for  funds  and  the  information  system 
will  break  down  completely.  This,  of  course,  will  mean  that  more  people  will  be 
hired  at  the  federal  level  to  fill  this  void.  Already  we  see  this  happening  with 
the  Federally  Insured  Loan  Programs.  Because  defaults  are  so  high,  the  Office 
of  Ekliu  ation  Is  asking  for  funds  to  hire  some  250  people  to  better  administer 
this  program.  _  '  \ 

It  is  obvious  that  the  Federally  Insured  Loan  Progi*am  is  going  to  be  more 
costly  than  the  college-based  loan  programs.  As  you  know,  the  default  rate  is 
much,  much  lower  in  the  N.D.S.L.  pifogram. 

We  can  see  in  the  first  year  of  operation  that  the  Basic  Grants  Program  is  far 
from  effective.  There  hasn't  even  been  the  expected  number  of  applicants  and 
college  financial  aid  officers  have  been  advertising  it  as  has  the  Office  of  Educa« 
tion.  The  fact  that  it  is  a  new  program  and  that  it  was  funded  late  can  account 
for.  some  of  this  but  not  all.  Students  are  more  prone  to  apply  for  aid  at  the 
college.  JUvm  though  we  try  to  encourage  them  to  try  for  a  Basic  Graut  they 
often  do  not  follow  through.  ^  ^     .  . 

In  short,  it,  is  my  opitflon  that  the  college  1>ased  programs  of  federal  fiiuanciat 
aids  are  far  more  responsive  to  individual  needs,  less  costly  in  the  long  run, 
more  efficient  and  potentially  more  beneficial  to  society  than  either  the  Federally 
Insured  Loan  Program  or  Basic  Opportunity  Granti^.  Why  discard  programs  that 
are  working  in  favor  of  programs  that  do  not  dtter  any  advantages  over  them? 

I  am  also  sending  a  copy  of  this  letter  to  my  own  Congres.'itman,  the  Honorable 
Robert  Bergland. 

Sincerely  yours,  .         .  ^ 

WNiVHmsrrt  ot»  OotottAno, 

doni^re^smati         G.  0*19A)^t 

Ghatmmi  Oonmtftee  Mi  Bduoatltm  md  Lahore  Speotat  Suhcommlttee  m  Mnmr 

'  Du^  Mn.  U'HAn^s  We  are  experiencing  a  situation  wherein  ^^^^  of  our  most 
needy  independent  students  may  not  (lualify  for  a  Basic  E!ducationai  Opportunity 
Grant  during  the  first  and  possibly  the  second  year  of  their  college  education. 

.Stttdont  eligibility  (or  the  B,B.O.G»  during  an  academic  year  Is  based  upon 
their  income  for  the  prior  calendar  year.  Therefore,  a  student  entering  school  in 
the  Fail  of  1074  would  have  his  or  her  eligibility  determined  based  upon  the 
totalfincome  for. 107a  In  most  cases,  if  a  student  earned  enough  to  survive,  this 
income  level  will  be  too  high  for  B.ld.O.G.  eligibility.  Since  the  student  will  be 
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working  for  ntno  monthn  of  1074  (prior  to  entering  school)  chnnces  of  his  or  her 
receiving  a  subntaiUlol  gront  for  the  1075-76  atiadenilc  year  (which  be  based 
on  1074  Income)  are  alno  slHn.  It  must  be  remembered  tliat  in  order  to  attend 
sobool»  the  student  must  quit  his  Job  and  tliat  the  income  level  on  which  the 
grant  eiigibility  is  determined  will  not  exist  during  the  l^riod  of  the  grant; 

The  method  of  using  a  prior  calendar  year  Imiome  base  works  well  when 
analyssing  the  contribution  ability  of  the  parents  of  dependent  students.  Normally» 
the  income  of  parents  will  remain  the  same  or  increase  slightly  from  yeHr  to 
year  and  surveys  show  that  Income  estimutea  tend  to  be  overstated  by  the  iM>or 
Hnd  understated  by  upper-income  families.  It  is  not  a  valid  method  of  analysslng 
ihe  ability  of  beginning  independent  students,  howeven  since  the  fact  of  full- 
time  attendance  precludes  the  maintenance  of  the  prior  year's  income  level 

Tlie  following  is  the  case  of  a  young  liuly  who  will  be  entering  the  Migrant 
Action  Program  next  year.  This  is  just  an  example  of  many  cases  that  I  have 
come  in  contact  with  in  the  last  few  days.  Mary  Kllen  Montoya  is  20  years  old, 
divorced  and  has  one  child.  Her  ex*husband  is  in  Sau  Quentin.  Her  taxable^  gross 
income  is  $6»480,  she  has  no  other  assets  and  she  holds  two  jobs  to  support  herself 
and  her  child.  She  was  not  granted  any  B.H.O.G.  for  the  academic  school  year 
of  1074-78. 

We  will  appreciate  your  consideration  of  this  problem  and  any  assistance  you 
can  give  in  helping  to  solve  it. 
Sincerely» 

.  RlOAROO  V.  Marti^^^s, 
Dtrectot%  Migmnt  Action  Proffram-^HOP* 
WxttiAM  Pitts, 
DireotoTt  Bluok  Educatton  Prograni'^BOP* 
Jo»  Fbanco, 

Dlrectoi\  Vnited  Me^lcatt'Ameticun  StudeMs^EOP, 

StUART  TAKKUCjil, 

Dh^etitoTt  Aftian-Ame^ricattr^EO'P^ 

"  CHARteS  LOBAH, 

Director^  Indimt^EOP. 


TBR  GoMMONWeAtTIt  Ot  MASSAOHtTSRTTS, 

NoRtHfeatN  fissBx  fioMMtiNrrv  Cott^i^, 

HaverMtt,  Map  0,  ipyf 

Hon.  «Tames  O'Hara, 

(fhtt^man  of  the  Home  Special  Suhcomfnittcc  cn  Educaticftf 
Waahingtonf  D.O, 

'  D^R  CoKQRKssMAv  O^Hara  t  Stucc  you  are  interested  in  hearing  from  th^ 
financial  aid  community  regarding  possible  fiimncial  nld  legislation,  I  would  like 
to  take^this  opportunity  to  write  you  some  thoughts  I  have  had  on  the  question. 

As  I  consider  the  possible  forms  financial  aid  would  take,  it  seems  tliat  \^ith 
an  unlimited  supply  of  money,  almost  any  set  of  programs  could  suit  the  needs 
of  our  students.  But  the  political  reality  of  limited  funding  means  our  first  task 
is  to  set  our  priorities  by  examining  the  issues  in  financial  aid. 

In  order  to  determine  the  direction  of  student  financial  aid,,  one  must  det^r^ 
mine  not  only  the  federal  government's  role  in  providing  educational  ack^ess  but 
also  whether  or  not  the  government  considers  student  choice  an  important  issue. 
If  we  are  interested  only  in  insuring  that  every  18  year  old  high  school  graduate 
ntudent  has  a  place  in  higher  education,  then  funding  only  the  Basic  Orant  Pro* 
gram,  the  College  Work  Study  Program  and  the  (Guaranteed  Insured  tioan  Pro<^ 
gram  as  they  now  exist  Is  sufilcient.  However,  if  choice  Is  considered  equally 
important  and  if  the  non-traditional  student  is  to  be  adeqtiately  funded,  then 
the  college  financial  aid  ofilcer  needs  either  the  fiexibility  and  the  diversity 
ofrere<1  by  the  Supplementary  Educational  Opportunity  Orant  Program  and  the 
National  Direct  Student  toan  Program  or  a  Basic  Orant  Program  ivhlch  is  much 
broader  in  scope  then  the  present  program«  If  student  choice  Is  not  considered 
tmportanti  the  consequence  will  be  that  we  will  develop  two  parallel  system^ijE^f 
post'secondary  education. 

The  segments  of  the  pHvaite  sector  which  survive  i^iM  ^ducat^  an  elito  p6ph« 
tation  white  the  public  sector  will  be  responsible  for  ihe  rest  of  the  students* 
These  two  separate  but  clearly  un^nal  educationally  systems  will  b^  no  Improve*' ' 
ment  on  the  situation  whloh  existed  In  higher  education  prior  to  the  federal 
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commUment  to  Jielp  needy  students  finance  their  cflUege  education,  in  this  con- 
text, I  would  urge  the  OongveHs  to  supppvt  full»funding  of  Biasic  Grants  only 
after  the  other  programs  have  been  fundedt  ^       .  ,  t 

The  biggest  problem  which  our  students  have  with  the  Guaranteed  Insured 
Student  Loan  Program  is  the  unavailabiUty  of  loans  from  the  local  banks.  Many 
l>ank»  requite  that  applicants  have  accounts  in  their  institution  or  tliey  refuse 
to  lend  to  freshmen.  In  addition,  the  kinds  of  students  who  are  aided  by  the 
National  Direct  Student  Loan  Program  are  not  considered  good  risks  by  the 
banking  community.  While  the  interest  subsidy  is  not  tJie  deciding  factor  for 
students  choosing  this  form  of  aid,  the  banks  would  l>e  even  less  enthusiastic 
ftbout  participation  in  the  program  than  they  are  now.  Even  if  the  federal  govern- 
ment could  exert  pressure  on  banks  which  encouraged  them  to  make  the  loans 
(perhaps  by  increasing  their  subsidy  payments),  we  would  have  no  guarantee 
that  low  Income  students  would  benefit  from  the  program.  In  my  opinion  with 
the  implementation  of  the  15/20  proposal,  the  problems  with  this  particular 
program  are  not  at  the  federal  level  nov  are  the>  the  kinds  of  problems  which 
new  legislation  can  correct*  ^      ,  ' .  4  '      '  . 

In  order  for  the  Basic  Grant  Program  to  satisfactorily  take  the  place  of  the 
Supplemental  Educational  Opportunity  Grant  It  would  have  to  Incorporate  the 
positive  ttsp^ts  of  entitlement  as  well  as  the  flexibility  of  the  college  based 
programs.  As  long  as  the  Basle  Grant  Program  treats  every  student  by  means 
of  a  restrictive  equation  there  will  t)e  some  students  who  are  Ineligible  and  we 
would  need  Supplemental  Educational  Opportunity  Grants  and  National  Direct 
Student  loans  to  help  these  students.  Perhaps  If  the  equation  were  less  restric* 
tlve  there  would  be  fewer  needy  students  unaided  but  the  problem  of  providing 
choice  could  not  be  solved  unless  the  Basic  Grant  provided  a  maximum  of  half 
the  cost  of  edticatlon  without  the  current  $1,400.00  cut-off.  In  addition  to  helping; 
solve  the  problem  of  choice  raising  the  $1,400.00  cut«ofC  would  mean  the  Basic 
Grant  would  begin  to  help  middle  income  students  as  well  as  lower  Income 
families* 

Another  question  which  must  be  answered  Is  whether  an  18  year  old  majority 
affects  ottn  premise  that  the  first  responsibility  for  education  goes  to  a  student's 
parents.  If  we  decide  that  the  government  will  shoulder  this  responsibility,  the 
cost  Would  be  prohibitive.  However,  my  main  objection  to  a  "civilian  Q.I.  bill" 
is  that  our  first  concern  must  be  to  provide  at  least  access  and  hopefully  choice 
as  well  td  the  student  who  needs  the  money  ,the  most.  In  1960  and  1971  the  Board 
of  Education  in  Mas$achu^tts  contracted  for  a  study  to  determine  the  extent 
that  financial  barriers  influenced  a  student's  choice  to  attend  college.  Not  only 
was  there  a  high  correlation  between  ^AT's  scores  and  family  income  but  in 
every  category  of  SAT  senses  fewer  low  income  students  went  on  to  college* 
liow  income  students  who  scored  above  600  in  the  =SAT*s  were  less  likely  to  be. 
In  college  than  students  from  the  highest  Income  quartile  who  scored  below  400« 
My  point  is, that  students  without  need.  apt)ear  to  be  entering  college  now  while 
some  of  our  high^^t  achieving  low  Income  students  still  ^re  not*  We  must  first 
be  tt^sured  that  We  have  filled  this  need  before  we  can  begin  aiding  students 
with  no  need.  My  at^guments  against  Merit  Scholarships  are  the  same  ones  ex« 
pressed  agfilnst  a  "civilian  O.L  bill.»»  ^/         ^      •  ^ 

In  the  realm  of  financial  aid  wo  can  not  be  satisfied  tmtlt  we  can  be  sure  that 
every  studeht  has  a  chance  to  pursue  the  post^secondary  education  of  his  choice^ 
Sincerely,  ,  ^ 

'        .  -  SosAK  A«  Honowm, 

Direotor,  Student  JPinancial  AM, 


ItNiVfiusitir  or  MiwNfcsoTA, 
ittnneapotiBt  MitiHif  Aprlt  19^  iOtJi* 

CongtfessMan  DoNAtn  Vnk&m 
Itouie  nf  Repm^iaUm^ 

DBAtt  CoNOttRssMAK  t^st»J  1  wautcd  to  take  this  opportunity  to  convey  a 
few  thbuglitfi  about  the  field  .of  stMdent  financial  aid.  For  appro^timately.  the 
last  three  yearly  there  have  been  ^.ttempts  by  the  current  administration  to 
eliminate  some  of  the  current  student  financial  aid  programsi  In  the  higher 
education  amendments  of  1972  a  new  financial  aid  program  called  the  Baste 
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Orant  Program  was  ostabUghed  In  atWltlon,  three  older  financial  aid  programs 
establi^ed  In  the  lOOO's  (namely,  the  College  Work'Study  Program,  the  National 
JDlrect  Student  Loan  Program,  and  the  Supplementary  Bductitlonal  Opportunity 
Grant  Program)  were  continued  with  some  amendments.  Both  prior  to  the  pass- 
age oi;  the  amendments  and  since,  tho  administration  has  attempted  to  fund 
primarily  the  Basic  Grant  Program  nt  the  expense  of  the  older  flnanclal-ald 
prograins.  The  amendments  specified  that  the  SEOG,  CWS,  and  NDSL  programs 
be  funded  at  a  base  level  before  any  new  funds  be  put  Into  the  Basle  Grant 
Program.  The  National  Association  of  Student  Financial  Aid  Administrators 
has  strongly  supported  the  establishment  of  the  Basic  Grant  Program,  but  has 
always  wanted  to  continue  funding  the  older,  more  established  programs  also 
as  was  designated  in  the  amendments  of  1972.  Both  for  1973  and  in  1074  the 
administration  has  requested  that  the  NDSL  and  SBOG  programs  be  phased  out 
and  the  funding  be  put  in  the  Basic  Grant  Program.  Fortunately,  Congress  has 
not  allowed  this  to  happen  and  has  provided  funding  for  all  four  of  the  programs." 
The  Basic  Grant  Psegram  is  still,  howevei;,  not  fully  funded.  Only  freshmen  and 
sophomores  wiU  be  eligible  to  apply  next  year. 

The  financial  aid  community  has  appreciated  additional  funding  made  avail- 
able  in  the  Basic  Grant  Program  and  would  certainly  like  to  see  it  continued,  but 
not  at  the  expense  of  the  other  programs.  We  believe  that  the  older,  established 
programs  which  are  colleg«  based  have  oertulu  values  which  oatt'  never  be 
replacwl  through  the  Basic  Grant  Program.  The  Basic  Grant  Program  can  never 
be  the  sole  program  of  student  financial  aid,  since,  we  believe,  it  is  more  apDro- 
priate  to  establish  students'  financial  need  on  a  local  rather  than  a  national  basis. 

This  year  the  Office  of  Education  Is  attempting  very  strenuously  to  expand  the 
Basic  Grant  Program  to  all  eligible  freshmen  and  sophomore  students.  The  fiuan- 
clttl  aid  community  is  assisting  In  this  desire  by  conducting  over  600  high  school 
counselor  training  sessions  across  the  country.  Those  training  sessions  In  Minne- 
sota will  be  held  during  the  next  two  weeks.  We  believe  the  Basic  Grant  Program 
will  be  very  beneflclnl  in  meeting  students'  increased  needs,  but  only  as  It  Is 
combined  with  other  forms  of  federal,  state,  and  Institutional  aid  as  determined 
by  the  students'  Individual  institutions. 

The  second  area  of  concern  to  financial  aid  officers  and  particularly  to  those 
in  large,  public  institutions  is  with  the  Health  Professions  Scholarship  and  Loan 
programs.  The  costs  charged  to  each  student  obtaining  a  four-year  professional 
education  in  our  schools  of  Pharmacy,  Dentistry,  Veterinary  Medicine,  Medicine, 
and  Nursing  have  risen  to  the  point  where  they  are  approaching  the  $20-26,000 
range.  At  the  present  time  many  of  our  students  in  need  who  are  In.  one  of  these 
health  professions  program's  are  borrowing  very  extensively.  It  ia  not  at  all 
nncommpn  to  encounter  debt  loads  of  $10-1S,000  or  higher.  Certainly  it  can  be 
assumed  that  many  of  these  professional  school  students  will  have  good  lobs 
and  will  be  able  to  pay  off  their  debts.  However,  some  of  these  students  wish  to 
go  Into  public  service  or  perhaps  will  encounter  other  debts  in  establishing  their 
practices.  There  Is  an  Increasing  concern  on  the  part  of  our  loan  collections  offl. 
dais  regarding  the  very  high  level  of  Indebtedness  these  students  are  obtaining. 

,  ^eems  Interested  primarily  in  i)hasing  out  the  fed* 

eral  Health  Professions  loan  and  scholarship  programs  which  have  operated  for 
students  in  these  fields  since  the  mid49C0's,  and  instead  In  pladnrn  greater 
reliance  on  loans  from  commercial  lenders.  This  hardly  seems  appropriate  given 
the  rapidly  escalating  costs  and  the  lack  in  availability  In  other  funding,  Finan- 
cial aid  officers  in  hcaltli  professions  schools  would  hope  that  both  the  federal 
grant  and  loan  programs  could  be  continued,  at  least  one  which  could  be  designed 
to  fund  students  from  lower  marginal  backgrounds.  aesignea 

The  final  flnandal  aid  program  which  I  wish  to  mention  is  the  Federally  In- 
aured  Student  Loan  Program.  The  Federally  Insured  I^an  Program  Is  ugain,  I 
Understand,  about  to  be  changed.  The  program  has  changed  virtunllv  once  overv 
ycarslndo  Its  inception  in  1906-67.  In.i973  restrictions  were  added  to  the  program. 
For  1974  CoJigress  has  passed  a  1)1U  which  again  Hberftllijes  the  student  eligibility 
criterion.  This  program,  through  which  students  borrow  from  commercial  lenders 
or,  as  in  the  cns(|  of  Mlmiesotn.  through  the  State,  has  been  an  extremely  valuable  ' 
ohB  for  University  students.  Some  e-10,000  students  per  year  have.  partidpoVed 
^""JMl  ^ri5f"'"  ^"  would  certainly  Uke  to  seo  tlUs  program  • 

cotitinuet .  There  are  two  areas  of  concern,  however.  The  flyst  is  that  the,numeroHS 
clmnm  n  the  program  cause  an  extreme  amount,  ot confusion  in  the  minds  of  . 
stflde  rts,  parents,  bankers,  and  finahdttJ  Jild  officers  each  ycijir  it  (SiuTK^ 
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vautageous  to  have  the  program  8tabili55u(l.  The  second  area  ot  concern  Hi  this 
program  lis  well  as  In  the  Basic  Grant  Program  is  that  these  programs  are 
Intended  ta  be  massive,  ifederal  student  flriancial  aid  programs.  In  both  instances 
the  University  and  other  colleges  participating  in  the  program  spend  extensive 
amounts  of  time  assisting  students  applying  for  these  programs.  In  contrast  to 
the  other  programs  of  student  financial  aid  (SBOQ,  ND8L,  OWS) ,  the  Institutions' 
receive  no  reimbursement  for  these  administrative  expenses.  There  have  been 
many  attempts  to  make  a  provision  whereby  tlie  Institution  would  rtHjelve  some 
minimal  reimbursement  such  as  ^  or  1  percent  of  doUars  funded  to  students. 
Due  to  great  confusion  and  oversight  no  allowance  has  ever  been  Included  In  atty 
of  the  legislation.  We  have  requested  and  will  continue  to  request  such  an 
inclusion  In' future  leglslatlwi.  .  .  '       .  ,  ,  i  .in 

We  appreciate  your  concern  In  this  area.  Obviously,  student  financial  need  will 
continue  to  grow  In  the  foreseeable  future.  Any  input  that  can  be  made  tof  hulp 
meet  these  needs  will  be  appreciated. 

Sincerely,  *       *  «  *  .  . 

Samxtgl  B.  Lewis, 

DireotOTf  Student  Financial  Aid. 

CoMQ&Bss  OF      Vuvsm  States, 

<  Hotrso  or  Bspbgsemtatxvss^ 
Waahingtmf        Feiruarp  «7, 19114. 

Hon.  Jaic&s  Oi  O^BabAi 

Ohaimiant  Special  Subcommittee  mBducatimt 

U.S.  Home  of  Uepreeentati^e^f  Washinfftmf  JD.a  :  -  ' 

DsAB  Jim::  I  recently  undertook  a  survey  to  determine  how  the  Federal  Stu- 
dent  Aid  Programs  were  working  out  In  the  Institutions  of  high^t  leatmng  in 
Puerto  Bl«o.  I  was  particularly  interested  in  how  the  new  BBOQ  proigrato  was 
faring.  A  questionnaire  was  submitted  to  six  colleges  and  unlvtirsllles  In  Puerto 
Blco^' requesting  detailed  information  regarding  the  number  of  students  in  the 
institution,  the  number  receiving  financial  assistance,  the  total  amottt  of  money 
spent  tot  student  aid,  the  total  amotint  of  student  assistance  funds  Pi^ovlded  by 
the  Federal  government  (plus  a  breakdown  by.  Individual  programs  f  NDSL, 
SEOa,  OSL,  OWS,  Cuban  Loan,  Veterans*  Benefits  (O.i;  Bill,  etc.),  Nursing 
loans  and  scholarships;  the  amount  received  from  foundations, . and,  ^nall^, 
money  from  all  other  sources)  •  With  respect  to  tihe  BBOO  program,  we  asked  for 
the  dollar  amount  and  the  number  of  awards  to  date^  (12/81/T8).  ^  . 

One  of  my  main  concerns  was  to  ascertain  the  amount  of  h^q  6f  PUidrto  Bican 
students,  and  how  close  th^tnstltutions  of  higher  learning  had  come  td  meeting 
this  demonstrated  need  through  financial  aid.  The  institution  surveyed  wrerei 
—University  of  Puerto  Blco  - 
—Inter-American  University  .  m 

--Catholic  University 
--^Puerto  Bico  Junior  College 

—College  of  the  Sacred  Heart  . ?  i 

— Bayamdn  Cefitral  Uiilveifslty  .| 
O^li^  ttUiiatlon  where  a  studetii  has  the  ability  and  desire  to  attend  college  but 
lacks  the  flnnnclnl  rei^onrces  ts  fc^uent.  Dropping  out  f^r  flnMcial  considera- 
tions Is  equally  dommon.  AUhough  tb^  colleges  and  universities  would  Itke  to 
accept  more  qimllfied  students  Who  lack,  the  money  attend  college^  they  can 
accept  only  a  number  commefisutite  with  their  Hwtted  resources.    ■   .  ^ 

In  Bayamdn  Central  University  for  Instance,,  dut.of  1*000 /students  applying 
for  studetit  aid  and  who  quaUfi^d.fpi*  some  typo  of  assistance,  only  450  enroUed, 
and  ald'cottld  only  be: provided  foy  207.  In  the  case  of  Inter-Ajwerlcan  ttnlver- 
stty,  a  conservative  estimate  Is  ^lat  between  40(H(^0  students  do.  wot  enroll  for 
the  first  time  beiaiise  of  hon^avatlnbllity  of  flnandal  aid.  A  study  being  :<!Qn;= 
ducted  by  Inter Ameflcan  i;ttlver«lt.v;$trongly.  suggests  that  lack  of  flnanelflt  nld 
is  the  prtftclbftl  teason  f6r  a  retetlyd^^ 

2,0«0^stttdenft,  per  yeftf.  In  PttegtcSlio  Junior  cfollewrlM  ftPPrtlcfttl^ 
were  turned  down  betaUi^e  they.required  flnahcial  ass($tatt(»^.beyo»d  the.tin*^ 
stttution's  fivalfable  redoUM  Out  of . tl)6se,  692  ueyet^  made  it;tOi«oUeg^/  Xnr 
addttfMi«  even  If  an  in^tltutfoH  i^anti^  a  student  asj^lptajnce^jln  mauy  instances  it 
Is  not  sufticlent  to  cover  the  true  ne^d. 
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«  ^H'i'W.*'*®  ^^^y'  ^  ^^^^  *?  *  program  o£  student  assistance  known  In 
Puerto  Klco  as  "i'rogrums  Ue  fiecas  y  Ayuda  a  Estudiantes".  Tbd  program  was 
given  leglslttt  ve  assent  by  i».H.  Law  #m  of  May  12,  im.  The  appropriations 
for  these  stuUent  aid  funds  are  governed  by  P.K.Xaw  #84  of  June  24, 1950,  as 
amended  by  Art.  l  of  P.B.  Law  #92  of  June  im.  TUere  are  currently  18000 
(estimated  19j3-74)  students  at  the  University  of  Puerto  «lco  heneatting  from 
tef  program  at  the  University  of  Puerto  Kico 

total  OT,3^e,i47.  (1873-44).  This  program  represents  the  l)acUbone  of  linaticial 
suDport  in  the  Commonwealth  of  Puerto  Rico,  and  it  represents  our  commitment 
to  aid  needy  students  so  they  can  attain  the  goal  of  a  higher  education. 

\et  alUiough  quite  a  large  segm^jnt  of  the  student  population  receives  money 
i^^^*^^^  program  (i.e..  In  Inter-American  University,  out  of  10,864  students, 
l.J,000  receive  some  money  from  this  fund),  tlie  amount  an  individual  receives  is 
Kico.        '  ^^^'^  "^''"^         "^""^^^'^^     "'^         education  level  iirPuerto 

♦  .tt''^/li^VP*"'^'*l*HV^**  varying  from .20%  of  all  aid' (Catholic  University) 
to  90%  (College  of  the  Sacred  Heart),  is  crucial  to  the  very  life  of  student  as- 
slstanoe  programs.  This  being  the  case,  it  is  imperative  that  these  Federal  stu- 
aif  programs  become  more  responsive  to  the  nee«ls  and  conditions  present 
In  the  higher  education  community  in  Puerto  Kico.  vieacuo 
Through  the  questionnaire,  I  attempted  to  determine  the  extent  of  Federal  in- 
▼oWement,  how  tiiese  funds  were  being  utilized,  problems  encountered,  sugges- 
tlons,  etc.  I  noted  that  ,ln  a  recent,  survey  of  the  top  100  institutions  of  higher 
i".  ^^'"^  f^spect  to  Federal  support,  thrUnlVers  ty 

1.!  ".f  »s  ^^^^  a"  unfortunate  and  nnomalous 

situation  for  a  state  university  serving  close  to  three  million  oeoplo. 

iHl?"^"  Federal  student  aid  programs  In  Puerto  Rico  are  considered  to  be 
fw«lyf«S*M  the  need,  there  Is  a  feeling  that  any  move  towards  con. 

titrating  the  Federal  emphasis  on  loans  and  work-study  would  greatly  under- 
-mine  tne  task  of  adefjuatvly  meeting  the  demand  for  student  assistance  funds. 
In  Puerto  Rico,  many  students  work  part-time  in  order  to  contribute  to-their 
family  income.  An  emphasis  on  loans  and  work-study  would  place  a  hardship  on 
?tSdS®?i?nfS  brackets  whose  family  partially  depend  on  the 

ofKtudffafd  pS2S!°^^"°°^  ^^""^  *° 
.L^^K^^  .'I      *****  having  a  universal  way  of  determining  need  for  all  Federal 
student  aid  programs  is  desirable,  in  that  it  not  only  elinSrates  red-tepe  for 
Sn*^S!M^ii?f^**'r®"*'  facilitates  the  task  of  the  financial  aid  offlSSr 

and  the  student,  who  are  now  burdened  by  paper-work.  . 
iJR}.  Particular^emphasls  was  placed  on  the  discontent  with  the  new"lOT4-75 
K'?^?/""'  i°l.M^"*  Financial  Aid  Programs,"  specifically  with  the  provl^ 
slon  that  an  Institution  must  utilize  $800  or  40%  of  average  wst,  whichever  Is 
fS«;.'lf/  IftH^P  oxpectation.  It  disregards'both  the  dileSes  of  Sen  s 
self-help  resources  and  In  the  institution's  abiuty  to  provide  self-help 

«f  1°      respo'n«l\«ness  and  treatment 

h1  ti7S«W**xl°.^v'  ?*8**®'*.**^^^^        ?"«''*o       by  the  Office  of  Eduea- 
Aa.l^L^f«lwT^'  particularly  in  the  area, of  student  asslstance/Tliey 
l^„^     *i»e*'^.»nd|Vldual  problems  ate  not  adequately  resolved,  ond  Indeed  there 

a  lack  o' with  respect  to  these  problems. 
grS^e^mUssSwSr^fafsS^  (Basic  Educational  Opporttmity  Grants)  Pro- 

J?'i^-^^?"**"<*^I*<»H*''®«  *  eertlflcatlon  to  legally  guarantee  the 
reliability  of  Information  provided  by  the  student.  In  Puerto  Rico,  otilylawvers 
a^^f ^"H**'^        P'«««n*8  a  problem,  becaS  the  fee  charged^^^^ 
student  can  ndced  be  burdensome  and  serves  a^  a  deterrent  to  the  ootentlal 
applicant.  This  matter  has  been  pointed  out  to  the  officials  at  the  Office  offi^^^^ 
J^?«**''«  ^olw^oMS  littve  been  suggested  pSp"Se  l?dlvS 
JlSte  *f    *  <^ttime  Officer  (preferably  mmSZm 

lLT2t''"»S^*S'*"i*^>i  no  equitable  soimion  to  this  problam  has  bm 

S  t22«Pf««J«i«*i'^f*'***i"«,S«i"      '"t^"^*  students'^already  enrK 
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(2)  The  question  of  having  a  BEOQ  application  In  Spanish  was  raised,  1  have 
attempted  to  secure  this  aptriicatiou  since  February  of  la^  year,  when  I  raised 
the  issue  with  (Commissioner  Ottina,  Altliough  some^  progress  has  been  made  by 
O.B.  in  translating  and  adapting  the  BEOG  material  (and  I  have  reservations 
about  its  quality),  the » application  itself  has  yet  to  be  produced.  I  trust  that 
Commissioner  Ottina  wilLprovide  us  with  BBOO  application  in  Spanish,  to  be 
used  during  the  coming  academic  year,  as  he  agreed  to  in  his  presentation  before 
tlie  Subcommittee  last  month. 

(3)  Another  issue  which  might  seem  obvious,  if  not  trivial,  is  that  the  appli- 
cation  blanks,  as  well  as  all  correspondence  with  the  colleges  and  universities 
in  Puerto  Rico  Should  be  air*mailed,  in  order  to  insure  a  timely  consideration. 
Delay  in  transit  can  only  serve  as  a  further  hampering  of  the  program's  success. 

(4)  There  seems  to  be  a  problem  of  timing,  which  is  perhaps  due  to  the  fact 
that  the  B£K>Q  program  was  new  last  year.  The  procedure  a  student  and  financial 
aid  ofilcer  must  go  through  entails  a  period  of  time  which  is  burdensome  in  that 
a  fiitudent  aid  package  must  be  prepared  by  pooling  resourcea^from  various  pro- 
grams, and  in  many  instances  the  delay  in  the  process  means  that  the  BE30Q 
Program  was  discarded  as  a  possibility  of  funding.  The  package  must  be  pre^ 
pared  prior  to  registration  (which  in  Puerto  Rico's  ease  is  in  Au{fUBt), 

(5)  With  respect  to  funding,  the  concensus  is  that  we  should  move  in  the 
direction  of  full  funding  of  the  BBOG  program,  without  curtailing  or  eliminat- 
ing  the  task  accomplished  by  the  other  Federal  Student  Aid  Programs. 

(6)  Aside  from  the  general  consensus  that  the  average  award  was  extreu^ely 
low  in  comparison  with  the  cost  of  attending  the  institution,  it  was  pointed  out 
that  the  provisions  dealing  with  how  veterans  and  social  security  benefits  are  to 
be  construed  in  determining  a  student's  need  should  be  revisedi 

I  truist  that  this  information  is  useful  to  you  and  to  the  Subcommittee,  and 
I  further  hope  that  we  can  work  together  to  make  these  programs  more  respon* 
sive  to  the  needs  and  conditions  present  in  Puerto  Rico.  We  must  be  certain  that 
the  best  utlllssatlon  is  made  of  these  programs,  and  tliis  can  be  accomplished  in 
part  by  heeding  the  advice  and  concerns  raised  by  the  institutions  which  benefit 
from  these  programs«  The  gap  which  separates  the  in  Puerto  Rico  and  the 
actual  resources  available  for  financial  assistance  is  great.  It  is  a  still  sadder 
situation  when  a  student  bas  to  abandon  a  college  or  university  once  he.  had 
comtAenced  his  studies/ simply  because  of  financial  considerations.  Let  us  try 
to  remedy  this  sltuatloni 

Cordially^  ,  : 

JAIMS  BBRXTBZi 

Enclosures. 

Abbfill^Dt^M 
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SnuDDNr  Alb  IN  Vvmto  Rico  iNSTitutioNs  of  EtoaER  Lt^msYO 


Institution 


.  Numbftf 
Number  feeaiv* 
of  stu*  ing 
dent$  aid 


.  Total 
In  did 


lid  NOSL 


SEOG 


QSL 


jfntvofsity  of  Puerto  Rico       47, 533 

   -jg'gg^ 


tjttorARidrltian  Univofsity. 
Catholic  Unlvafsityir- 
Puerto  Rico  Junior  t 


;ponce)..»  8,400 


coliege  Of  the  sacred  Heart... 
Bayattion  central  University.. 


111 


$7.000. 000  i$5M78,28d  ^2.000 
3,440    0,245,633    3,402  902  7^5  071 
4,130    5,035,080    1  286  090'  '^^ 
2.584    1  639,678  'S09890 
720      323,431      307  785 
«297      313  418      271  943 


150  433 
153  OSO 
70,809 


$8S8,S05 
892,976 
264  677 
79  795 
42  693 
103/184 


1  32J;000 
441  892 
104  200 
127,000 


iNiintng 

\  '    •  loans 

Vaterans  .  and 

A.iiii     ^^^M^     <<i^wil,  scholar*  founda* 

'  fiWS  ^  :  *  loan       etc.)  ships  dation 

480,000             » 4, 250, 000  $22,225 

.  248, 179      3, 000      160  000  97, 316  5  000 

99<106                   20,398  .  69,134  1  500 

60,000     35,000      ,7.875  -   9  2 17  2  500' 

86,000  «  «...      29,000   ^•.« 


;-6EOGiodd)ev 
(Dec.  31, 1973^ 


^.  All  Number 
Other  off 
sources  awards 


Amount 


$6,326,247 
2.820,406 


10 

.60 


40  060 
36  435 
;  ,6  510 
•  U;  500 


1  Includes  $2,300,000  in  federally  Insured  loans,  and  $198,000  In  01  bill. 
*  2t835  veterans* 


\  Puerto  Rico  Goyetjirnent  schotarshipd^ 
« Excluding  Gl  blil  and  guaranteed  ioans< 
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It  Name  of  Institution  • 

2.  Official  in  charge  of  student  aid—  ^m---m.—  

3«  Address  ^----.--t.-^t---..---^.'^----'^-----------^-----*---'"-'''*---''---'*-''--'''' 

4.  Telephone  number  -^..^^--^ ^ 

5.  Number  of  students  in  the  institution  —  

6.  Number  of  students  receiving  flnandal  aid——.  — . — — 

7.  Total  dollars  In  student  aid  (from  all  sources)  

a  Total  dollars  In  student  aid  (ITederal  programs)  — 

9*  How  much  money  waB  received  in  fiscal  1978  for  s 

(A)  National  direct  student  loans  (NDSL)  -ztj:^-t  — 

(B)  Supplemental  educational  opportunity  grants  (SEOG) —  

(0)  Guaranteed  student  loans —  • —  

(D)  College  work  study   ^.  • 

(E)  CJuban  loan  program  .  — — 

(P)  Veterans  (OJ.  bill,  et  cetera)   

(G)  Nursing  studeat  loans  and  scholarships—  *  

(H)  Foundations  (Pord,  et  cetera)  — - —  

(1)  All  other  sources:  (Local  state  funds»  university  fundSi  et  cetera) 


10«  How  much  money  has  been  received  to  date  for  the  basle  educational  oppor* 

tunlty  grants?  (BEOO's)  Number  of  awards;.  — — 

11.  What  problems,  If  any,  have  you  encountered  regarding  the  SEOG  program? 


12.  Ck>mment  on  the  BEGG  program  (effectiveness^  suggestions^  et  cetera). 


13.  Comments  regarding  other  Federal  student  aid  programs— effectiveness,  ways 
of  improving  the  programs,  complaints,  et  cetera  (use  extra  sheets  If  necessary) ' 


14  Have  you  encountered  any  problems  regarding  reliability  of  Information 
"supplied  by  the  students  in  the  student  loan  applications?  ^  

15.  Are  you  aware  of  Instances  where  students  who  normally  would  have  at- 
tended your  Institution,  did  not. because  of  financial  reasons,  (nonavailability 
0^  Snandal  assistance)  ?  Are  there  manj^  such  Instances?..^ — — 


l67oenet(if comments:  (ways  In  which  we  and  !*.e  Education  and  tabor  Com- 
mlttee  can  help)— —  — •  — — — • — — — 


Sma  Of  RHODEi  IstAwn  and  piiovii>Bi*cfis  pumtatxons, 

Ih't^tdenoe^  jBX,  Map  16f 

Hon.  James  G.  0*HAttA, 

pfiAtt  «Bi»ttBSKNmi\»«s  O'MAttA  t  The  Rhode  Island  Board  of  Regents  for  Educa- 
tion has  deslmiftted  the  issue  of  financial  assistance  to  students  of  postsecondary 
education  a  litgh  priority  for  Board  review  and  Department  of  Education  study. 
It  Is  for  this  reason  that  the  concerns  of  the  Special  House  Subcommittee  on- 
Edttcatlon  tot  Student  Aid  have  bden  of  special  Interest  to  me  and  my  staff. 

The  questions  being  addressed  by  Rhode  Island  Education  Officials  have  been 
and  will  undoubtedly  continue  to  run  parallel  to  those  of  the  members  of  the 
SpdcHal  H0US6  Subcommittee^  ^     ....  *  . 

Attached  herewith  are  three  recently  published  documents  which  represent 
the  efforts  of  Dr.  Clyde  tt.  Ingle  and  Mr.  John  P.  Mandryk  from  the  Departmettt»s 
Office  of  Postsecondary  Planning  i  their  works  assess  the  financial  need  of  Rbod^ 
Island  cltlsiens  for  postsecondary  education  and  pose  thojtiHtlcal  ouestlons  of 
»  who»  wherci  and  for  what  purpose  financial  asslstanco  dhould  be  avallablOt  ' 
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I  tvottld  like  t<>  c«n  jrotir  attention  to  page  2  of  the  Summary  Document  (En- 
Closure  #1>  which  estimated  the  relative  rate  of  **Attendance  to  BUglblUty**  for 
traditional  postsecondary  education  students  who  are  dependent  on  their  families 
hy  annual  family  income.  As  you  will  note,  the  Attendance/EHiglblHty  rates  are 
lower  (44  percent)  for  students  from  families  With  Income  below  $4,000  th^in  for 
students  from  families  with  Income  above  $6,000  (their  rate  Is  68  percent).  You 
will  also  notice  that  the  lowest  Attendance/Ellidbnity  rates  (26  percent)  are  held 
by  students  from  families  with  Income  from  $4,000  to  $6,000. 

Studies  are  presently  being  planned  to  determine  how  best  to  ensure  equal 
educational  opportunity  through  flnnncial  assistance  for  all  Income  groups, 

Tliat  ls»  we  wlU  attempt  to  determine  what  type  of  financial  assistance  package 
will  b©  taken  advantage  of  and  the  extent  to  which  certain  packages  will  increase 
Attendance/Ellglbllty  rates  for  the  lowest  Income  groups. 

It  Is  my  hope  that  this  information  may  assist  your  efforts  in  considering  the 
issue  of  financial  assistance. 
Sincerely  yotu^s, 

^-  Comm$slmer  of  Education, 

Enclosures. 

Smfi  OF  Rhode  Ist^AXo  and  Providkncb  Pi^antations, 

•  '  '  Departmbm*  op  EfttfCATrox, 

w  r  nr.      /  *  ProvUlencCf  B.L,  April  18, 197/,. 

To  t  Board  of  Regents.  ' 

From  I  Frecl  G.  Burke,  Commls«ioner. 

Subject?  A  summary  of!  Financial  Assistance  for  Postseeondarv  Education, 
Working  Note  #3,  "The  Financial  Need  of  Rhode  Island  CltiJ?en  Students 
Aitcndlng-Post«econdary  Education:  The  Present  Circumstance*'. 
Attached  hereto  is  a  siimmAVy  of  a  comprehensive  report  entitled :  ^'Financial 
Assistance  for  Postsecondary  Education,  WorkinS:  Note  #8.  Tlie  Financial  Need 
of  RItode  Island  Cltissen  Students  Attending  Postseeondarv  Education :  The  Pve<i- 
cnt  Circumstance.'*  This  report  1ms  been  hole  punched  and  should  be  incorporated 
into  thp  previously  supplied  notebook  for  matters  relating  to  financial  assistance 
for  postsecondary  education. 
ThJ;;  report  Is  submitted  as  an  information  item,  which  mny  address  questions 
the  Regents  as  they  decide  what  policy  principles  should  serve  as  a  base  for 
itnancml  assistance  programs. 

A  SUilUARr  OP  FlNANCJAt  ASISISTANCE  roR  POSTSECONDABY  EdWATION 

WORKm  NOTfii  KO.  I 

iNTaoDtrowoN 

The  information  presented  irthls  summary  Is  from  a  more  detailed  working 
l)aper  et^tltledt 

FtJiANCIAIi  ASSISTANCE  ^OR  mtSRCON^OAttt  feOWATiON 
WOttKtKO  N<yt»  NO.  8 

It  is  antldpfttecl  that  the  complete  report  will  be  placed  before  the  Board  of 
Kegents  shortly. 

The  data  provided  in  this  summary  is  tentative  and  subject  to  change  as  the 
educational  behavior  of  Rhode  Mand  citizens,  their  economic  status,  and  the  cost 
of  education  adjust  to  evolving  conditions.  It  should  be  emphasised  that  the 
techniques  employed  in  the  coini)lete  analysts  are  based  on  statistical  designs 
which  attempt  to  adjust  the  most  recent  accurate  data  to  reflect  what  appears 
to  be  the  present  circumstances}  therefore,  all  data  should  be  regarded  as  ^stl^ 
mate^  rather  than  definite  observations. 

As  the  complete  analysis  proceeds  from  looking  at  the  total  Rhode  Island 
popttlatlon,  to  those  eligible  to  pursue  postsecondary  education,  to  those  actually 
attending,  various  insights  into  the  nature  of  the  i)ostsecondary  population  com- 
prised of  Rhode  Island  cltlseens  will  emerge.  These  insights  and  the  estimates 
which  this  analysis  will  provide  tvlU  serve  as  a  factual  base  from  which  policy 
makers  may  debnte  the  appropriate  financial  assistance  pnekge  for  Rhode  Inland. 

Two  caveats  are  appropriate  here  i  These  data  refer  primarily  to  the  traditional 
college. goer  and  th6  undergraduate  i^tudent.  of  education  at  this  stage  in  the 
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TABLE  f.«-HOW  MANY  RHODE  iSlANOERS  ARE  ELIGIBLE  FOR  TRADITIONAL  POSTSECONDARV  EDUCATION? 

 ^  Ag^-^  

Total       li  to  24 '       mToIP     35  to  54     55  and  older 

:Numb«r  of  citizens  667.6G0        125.000        127.000        212,600  203,000 

Number  of  elielble  citizens   275.200         72.900         66,900         88,600  46.900 

Percent  of  ellgibles  to  citizens.   4t  58  53  42  23 

Note:  Table  I  estimates  that  41  percent  of  Rhode  Island  citizotts  over  18  yr  old  arc  eligible  to  attend  traditional  under* 
firaduate  pnstsecpndary  educatioti,  From  this,  on^can  speculate  that  the  greatest  number  of  potential  attenders  would  be 
from  the  35*  to  54-yr*o!d  group, 

TABIEII.-HOW  MANY  RHODE  ISLANDERSAREATTENDINGTRADITIONAL  FORMS  OF  POSTSECONDARV  EDUCATION? 

Age— 

^  ^       Total isToir       wTolT^''    iTtoir    55  and  older 

fart  time: 

Instate.  16,619  7.091  5.819  2,593  1,116 

Out  of  State..   ,     8,256  4,328  1,351   487    11 

Total   22i'806         \lT\i'^       M80_        Tm  M27 

^Ulltlitie:  ^ 

Instate.-,,   19,712         15,375  3.942  696  42 

Out  of  State,.   6,897  5.733  605  213   3 

Total   1^609      .  ^V'^cT         4.  S47  "^909  45 

Total.   *49r4ir~    3^525         1U27  3^989  i7il72 

^  Note:  Table  11  estimates  that  over  49,000  Rhode  Island  citizens  attend  traditional  postsecondary  education  on  some 
tasis,  From  inspection,  we  can  see  that  the  greatest  number  of  attenders  belong  to  the  18*  to  24*yr*otd  category. 

TABLE  IIL-WHAT  tS  THE  RELATIONSHIP  BETWEEN  ACTUAL  ATTENDANCE  AND  ELIGIBILITY? 

 %  —  — .-.^^--.^-.^ — ^  . — ™ — — .^^^ —  


Total        18  to  24       25  to  34        35  to  54     55  and  Older 

Number  of  eligibles   275,200         72,900         66,900         ^8,600  46|dM 

Number  oj  attenders......   49,400        32,500        11.700         4  000  l,00a 

Percent  of  aHenders  to  ellgibles   18  45  18  5  3 

Note:  Table  ttt  estimates  that  the  attendance/eligibility  rate  for  the  Rhode  Island  citizen  population  over  18  yrs.  old  la 
approximately  18  pereentf  Wnife  the  highest  rate  of  attendance  Is  expected  among  the  18*  to  24«yr'otdSf  It  ii  noteworthy, 
that  the  other  age  categories  experience  slgniflcant  rates. 

TABLE  tV.-WHAt  IS  THE  RELATIONSHIP  BETWEEN  FAMILY  INCOME,  ELIGIBILITY,  AND  FULL-TIME  ATTENDANCE? 

_  Number  Of  eligible  Number  of  tulhtlme    Number  of  ellgibles 
^  18'  to  24'yr'Old  single    18^  to  24«year'0ld   to  full-time  attenders 

Family  income  dependents    single  dependents  (percent) 

Under  $4,000.   3,150  1,400  44 

$4,000  to  $4,999   1  100  300  26 

p,O0Oto«,999....-   1  600  400  28 

kOOO  to  $6,999   1,850  1,300  69 

$7,000  to  $7,999,...4  *   2,250  1,600  68 

$8,000  to  $9.999   5,300  3.600  68 

llOiOgO  to  $14,999...   10. 400  7, 100  69 

$15,000td  $24,999   6,000  4,900  66 

$25,000  and  over   2, 250  1,500     68 

Total...  *   33,350  l^Tor  6d 

^  Ml)  ligures  have  b^en  rounded  to  the  nearest  50. 1969  family  income  has  boon  used  totaeiltiato  analysis  by  Inspeclioni 
t^amily  tncoma  has  increased  approximately  28  peroont  since  the  1969  census  collection  to  September  l9/3i 

.  Note!  Tabic  IV  shows  a  comparison  betweon  eligibility  and  (ulhtimeattendanco  by  family  Income  for  those  18'to24*yr« 
6)ds  who  are  dopendent  upon  family  suoporti  This  group  of  students  represent  75  percent  of  the  total  number  of  Rhdde 
island  Citizens  who  are  attending  traditional  postsecondary  education  on  a  full*time  basis.  From  inspeoflon,  one  can 
determine  that  the  lowest  ellgibifity/dttonddnce  rates  are  held  by  studonts  who  belong  to  fomilios  witn  annual  lnOom4 
^alwfidn  $4,000  and  $5,999. 
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TABLE  ,VHOW  MANY  ADDITIONAL  ATTENDERS  WOULD  THERE  BE  FROM  T«E  18  TO  24  QROUP  IF- INCREASED 
FINANCIAL  ASSISTANCE  INCREASEO  THE  ATTENDANCE  OF  THE  LOWEST  ATTENDINQ  GROUPS  TO  SUB* 
STANTIALLV  HIGHER  HVPOTHETICAL  ATTENDANCE/ELIQIBILITV  RATES? 


Family  status 


pereentsge 
rates  up  to 


Thp  resultant 
Increase  in 
fuiUtime 
attenders 
would  be- 


Present 
fulMime 
attenders 


Resultant 

full«ifnfe 
attenders 


Slnalet  •  ^ 

Dependent-*   J»350  19,675  23,000 

independent                                           68  13,025  750  13,775 

Married; 

spouse  present   10,025  soo     -  io«525 

Spouse  absent.—,   1,875  175  2|050 

ToUl   28,250  21,100  49,375 

Sinfilet  '  ' ' ' 

Dependent......                                                  1,625  r    19,675  19,675 

independent                                            50         9,375  750  10,125 

Married: 

Spouse  present                                                   7,225  500  7,725 

Spouse  absent                                                   1,325  200  1,500 

Total  .'   19,550  21,100  39.050 

Single:                                        ^                     /    '    '  " 

Dependent  ,  '       ^  0) 

independent   25  4,300 

Married! 

Spouse  present  ^   3|37S 

Spouse  absent  *   575 

Total  "  '  8,250  '  "     21,100  2V350 


19,675 
750 

500 
175 


19,675 
5,075 

3,875 
750 


t  No  Increa-^e. 

,  Note:  tab*i V  should  be  employed  as  a  ^'what  if*'  device  for  useful  reference  to  the  policymakers.  Here  we  can  see  that 
if  all  18*  to  24*yBar*otds  attended  at  ^  rate  of  68  percent  (that  presently  maintained  by  students  from  families  with  Jhe 
highest  incomes),  then  there  would  be  an  additional  28,250  students  of  postsecondary  education  between  the  ages  of  18 
and  24  years  old.  One  can  only  speculate  as  to  what  changes  in  educational  behavior  would  result  given  increased  forms  of 
financial  assistance  with  the  proper  guidance  and  counseling. 

VI«  What  la  flnattdat  need? 

TAUtti  Vl---Fi»ANCXAt  NEBa)— (Cost  or  Bowawon)- 

Studbnt  CoNtBifttrriON) 

College  Scholarship  Service  of  the  College  Entrance  lEheaminatton  Board  has 
over  the  years  developed  and  implemented  a  method  for  ueterminiug  the  financial 
n^ed  of  individual  students  of  postsecondary  education*  Simply  stated  s  Financial 
need  is  that  amount  of  money  charged  to  a  student  for  educatldhal  costs  which 
is  above  tvh^t  'the  student  and  the  family  combined  can  theoreti^cally  be  ax* 
pe<}ted  to  contribute  to  the  cost  of  a  student's  education, 
*  (The  "expected^'  combined  family/student  contribution  varies  depending  on 
the  student's  (a)  family  status»  (b)  family  and/or  individual  income  and  assets 
and  (c)  the  number  of  dependent  children  or  brothers  and  sisters  of  the  student* 

VII*  What  does  it  cost  for  a  student  to  go  to  college  today? 

TABL6VII 


Average  Instlfullonal'^ 

Average 
other 
expenses t 

Tuillon        .  Room 
and  fees     and  boaro 

tm 

625 

626 

1  other  «)(p«nses  Include  beo)(S4nd  supplias,  iransportaiioni  parsonal  expensai 

^      Mmm  the  distribulion'of  Institutional  attandanee  of  tthode  Island  sludenlj 
Htlmatad  m  the  waightad  peristudent  annual  casta  are  appfaximateiy 
uiand  poitsacondary  institutions  full  timA 


d.d.lajandjnstilutiptts/itjd 


.^.__.js  atphOL- 
i8S0  far  Rhode  isiantfera  attanding 


er|c 


61 
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tAfiir  VIII  •-.WHAT  WOULD  BE  THE  FINANCIAL  NEED  OF  THOSE    TO  24*YR^O».D  STUDENTS  WHO  ARE  PRESENTLY 

Number,  of  resultant  ^^'rtal  need  of 

Pumlly  status  attenders  fwullant  attentfers 

At  an  (estimated  coat  of  t3,00O:  .  »  440  359 

.    Slngleioepentfentv;,—.   if'gsg  24  747  500 

Single;  Independent,..-,   g'Sg  18  987  350 

MarrledJ  spouse  present   ^gS  1323  125 

'  M«rflod; spouse  absont  •    t',  .  tJZ 

 ^  ^  :    28.250  ^smqsjqq 

At  an  estimated  cost  of  $2,000:  ,  jka  4  350 

S  ngej Dependent   iJxSK  u  722  500 

Singloilndependent.---.   g'Ss^  Tmm 

Married:  spouse  pfesent    *?'  SiS  '  448 125 

ftrtarrled:  Spouse  absent   .  \,m 

Total   ^'^'f 

AtanesllmatedcostofSliOOO;  'a'^so  740.350 

single:  Dependent   ""'0 

Single:  Independent..-.   0 

Marr  6d :  Spouse  present   $52  X 

Married:  spouse  absent  ..•♦.4*.-.    ; " 

  28.250  740,350 


Total. 


al  costs 


Note:  Table  Vlll  ahows  what  the  fjnanc  al  need  of  the  resullant  attenders  would  fej  If  thov  incurred  e^^^^^^^ 
oer  year  of  $3,000  $2,000.  or  $1,000  This  financial  need  is.based  upon  the  hypothetical  Jl^uatjon  that  s« 
assistance  wo^^^  rales  of  all  18*  to  24.yr-ords  to  m  rate  presently  maintained  by 

^dependent  students  with  the  highest  family  Incomes.  '     ,       ^  >. 

.  TABLE  IX,-^WHAT  IS  THE  FINANCIAL  NEED  OF  THOSE  18-  TO  24-YR-OLD  RHODE  ;SLANO  CITIZENS  WHO  ARE 
PRESENTLY  ATTENDING  RHODE  ISLAND  INSTITUTIONS  ON  A  FULi.-T|f^e  BASISr 

^    Expeiited  group        „  . 

fam'lly  status  Group  costs       contributions  Q^oup  financial  need 

Single:  Dependent..  •   $3),362.300  |9.03§70o' 

Single:  Independent.....                                 HSft^Sffl  '  Jbo'Ioo        •      585  200 

Mdrrled:Sp6use  present..                               ^'ill'Sfin  320*400             105  600 

frtarrled: Spouse  absent  4Z6,ooo  ^        ^^'^"v^"".  .:  

^^jtjl   43,ee5.000      ■     33.073.500  10,591.600 

%fttft»  T«ble  \%  &hows  that  those  18*  to  24*yr*old  Rhode  island  citltens  who  are  attending  Rhode  Island  tnstltutloni  on  a 
fuKffl  apprfflt^^^  all  Rhode  islanders  attending  full  time  ahywhere)  generate  a  flnanclal  naod  of 

$10,591,600  as  a  group. 

Tablk  X»— -ffoit)  dm  ihtB  Ofoup  meet  thetr  flmmlat  needt 
Financial  need  —  $10>600>  000 

IBInandal  aid  —   6, 080, 000 

Guai*ante€(l  atudent  loans^*.- — .  -.--..a-.— yxHx'nAA 

Othei*  means  (nnmet  need)-------.---*.------^.-*-----------—-  z*wu,wu 

Guaranteed  Student  Loans— Students  borifow  hv  two  reasons: 

(1)  Tomeetflnandalneedjand     ^  ,  . 

(2)  111  lieu  b£  the  expected  parental  eonfcflbutton  whtch  though  assessed 
in  iw^A  ttiuilysis  Is  not,  In  fact,  fortlicomtntr  trom  the  parents. 

Other  Means  * 

We  ate  not  cettoin  as  to  how  studentfl  Stt6et  this  unmet  flaattdlal  need 

.*^inptS?S*coSe  In  Patt  tsm  stttdefct  and  family  sacjflflces  (I.e.,  a 
ttduced  standatd  of  ;lttlng),  gtftftfwm  telaiives  and  |}^6«l«jiP»*SJ?S 
and  Increased  paift  time  employment  oveif  and  above  that  whfoh  le  repoma. 
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FiNANOIAl*;  AflSlBTANCR  m  POSTSF-CONDARV  EDUCATION 

^^Finanolat  V^ea  foi*  Studmts  of  RhoSdimd  PoatBeowdarv  mucatimi 
The  Present  Otmmstanoe**  - 

INTROOUOXION 

Any  rovlow  of  flnandal  assistance  must  have,  as  a  base,  an  i^sthnate  of  two 
spectfio  kinds  of  flnandal  need : 

(1)  The  flnandal  ne^d  of  those  students  who  are  eligible  for  postsecondary 

presently  enrolled  due  to  severe  financial  hardship;  and 

(2)  The  unmet  financial  needs  of  those  students  who  are  presently  attending 
postsecondary  education. 

Tlie  purpose  of  this  study  Is  to  treat  both  of  these  financial  nee<l  dimensions 
for  Rhode  Island  eltlKeus  who  are  potentially  or  presently  students  o£  tradl^ 
tlonal  postsecondary  education. 

The  data  and  conc'lnslons  presented  In  this  document  are  tentative  and  subject 
to  change  as  the  educational  behavior  of  Rhode  Island  oltliiens.  their  economic 
»tatus,  and  the  cost  of  education  are  adjusted  to  evolving  conditions. 

It  should  be  emphasised  that  the  te<ihnlques  employed  to  develop  the  present 
picture  of  financial  need  are  based  on  statistical  methods  which  attempt  to  adjust 
the  most  recent,  accurate  data  to  accommodate  identified  trends  and  filictrtatlotts 
whidi  have  occurred  since  the  publication  of  various  statistical  or  profile  reports. 
It  should  be  stresse<l  therefore,  that  the  information  supplied  in  this  document 
should  he  regarded  as  estimates  rather  than  definite  observations  of  the  present 
situation. 

As  this  analysis  proceeds  from  looking  at  the  total  Rhode  Island  population, 
to  those  eligible  to  pursue  postsecondary  education,  to  those  actually  attending, 
jarlous  insights  into  the  nature  of  the  postsecondary  population  comprised  of 
Rhode  Island  dtl^ens  will  emerge.  These  insights  and  the  estimates  which  this 
analysis  will  provide  should  serve  as  a  facttial  base  from  which  policymakers 
may  debate  the  appropriate  financial  assistance  package  for  Rhode  Island. 

Two  caveats  are  appropriate  here :  this  data  refers  primarily  to  the  traditional 
college  goer,  and  the  undergraduate  student  of  postsecondary  education  at  this 
stage  In  the  analysti^. 

SBCTION  I.  THB  BitODfi!  IStiANn  OtmSNS  POPUtATWI^ 

i.  Rhode  manner}!  hy      etigtbmtv,  and  attendam 

u^fi^\^J  provides  a  review  of  the  Rhode  Island  population  by  age  categories,  by 
ellglbnity  for  postsecondary  education,  and  by  actual  attendance  In  some  form 
Of  college  as  estimated  for  the  academic  year. 

TABU  ».-A  COMPARISON  OF  POPULAtlON,  KLIdlBlllTV  AND  ATTENOANCE  FOR  RHODE  ISLAND  CITIZENS  BV* 

AQE.  , 

lEstlmatdd  19;^74t 


Tolfil 

18  to  n 

2510  34 
yr. 

35(0  54 

yr . 

55  yr  dnd' 
oldor 

Numb«rofclllMn$..A  

NumbifcfellfilblM.....  

pdfwnt  6f  mmn  it  t\\\mL  *  * .  . 
Pfifcant  of  att«ftd««to  dliglblei  

:::::::    '  tl 

n,m 

58 
32,500 
26 
45 

WM 
66,900 
S3 
11.700 

li 

212,600 
801 600  . 

42 
4.000 
2 
5 

203.  OOO 
46.900 
.  23 
1,000 

3 

Nol.:  All  figuf«s  hm  bMn  tm<M  <«  <lt#  mtM  hundrid. 


hi^.^*'!'"^"*''^  o'  ttll  Khrt(t(*  tslftnd  citiKfitts  dver  18  m>v»  m>  41% 
m  e«<dble  for  imrMeiptttiort  in  fi'tttlttirttittt  fidlleftlnte  uostsecondni'v  ediicntiou. 
tV)f  ow  nimM)8ee,  Hie  eUgiWes  are  defined  as  att.voiw  who  hn«  gfHdmted  tm\i 
hi«h  sdiool  ov  holds  an  e{|iilvrtle»it!.v  diploiuu  and  \^'ho  httH  not  e<»ttiMh'twl  four 
years  of  postseoondat-j'  edneation,  This  definition  excludes  those  eltlaens  who  imy 
desli'o  sojne  nan.tradltloMttl  postsecondary  education,  such  as  vocational  ti'ttlnlng, 
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but  wJio  do  not  hold  a  hiRh  schriol  dlWoma  (amitpx^wat?!?  ^f^^'  l' *!?„^J\Si 
tS-M  mt  old  age  group)  and  nil  those  who  have  obtained  a  hacoala«twte 
degf«jUt1nc!ude§,  on  the  dthSr  ^and,  all  citizens  who  have  ajitgb  sPhpf  ertu- 
cam  or,  ejiwlvalent,  but  haye  not  been  adinitti*d  to  a  1«>«t?««>»fA^y 

aiie^number  Of  ellgiWes  is  Slgnlflt'jint  for  this  review  \mR\xm  it  represent«  the^ 
greatest  iwtential  number  of  applicants  that  could  be  expected  for  a  student 

*^h?'!5Sralf  Attendance  rate  for  eliglbles  during  t9T3~74  la  estlhi'^ted  to  be  18%; 
The  highest  rate,  45  iwrcent,  beUmgM  to  the  18-24  year  old  age  category.  WhiW' 
the  highest  rate  of  attendance  naturally  Is  expected  among  the  traditional  col- 
lege age  group,  it  is  noteworthy  that  the  25-34  year  old  age  category  attends  at 
a  rate 'of  18%  of  eligibility  with  the  3iWi4  and  55  and  over  categories  attending- 
at  rates  offi%  and  8%  respectively. 

A  critical  policy  question  which  emerges  from  this  analysis^  l« :  If  given  the- 
opportunity  to  attend  postseeondary  education  through  Increased  flnanelal  assist, 
ance,  would  Rhode  Islanders  take  advantage  of  the  assistance  and  If  so  wouW 
the  present  attendance/eligibility  rates  Increase?  ^,  ^        .  , 

I'o  answer  this  question,  one  must  estimate  the  extent  to  which  the  present 
attendance  rate  is  affected  by  flnanelal  conditions.  Thus,  this  analysis  will  now 
consider  the  financial  circumstances  of  Rhode  Island  citizens. 
S,  Rhode  iBtandera  by  {ncome  and  family  atatm 

1.  The  18-24  year  old  category :  '     ..  ^  „i. 

a.  Family  Status  t  Single  j  dependent  uponfamlly  for  support.  _ 

Table  II  shows  the  relationship  between  Income  condition,  ellgiblllt.y,  and  fuu 
time  attehdance  for  the  18-24  year  old  students  who  ai;e  dependen^^^^^ 
fttmllv  for  support.  This  group  of  students  represents  74%  of  all  R"0«Jf,  i«'an<» 
cltlaeas  who  ar6  attending  traditional  postseeondary  education  on  a  full  tlm» 
basl».  ,  • 

TAIIE  ll-COMPARISON  BETWEEN  EyGIg®  }gNO  ^^^^^^^^^  BY  INCOME  1!«9«  FOR  SINGLE/ 

lEltlrttated  197^74| 


Number  6f  fulHim* 

18  to  24*      MtoiC  fult'Um* 
raniilyifleotM     yyirxrdi-     yaiM^  *mm 

mttum^.:..  :   M§2       MJg  Is 

Total  33.150        19,700  58 

••  1969  family  Ineoms  hai  baan  usad  \6  itmuit  analysla  by  liupietlan.  Nata,  hwm,  thai  subj«nuant  m\m  tUM 
Inuma  ta  fanaat  saptambar  1973  ineraasadtarnlniii.  ^ 
NoteiAirtigurashavate^ 

Prom  this  comparison,  some  critical  observations  may  bo  drawn  which 
family  income  groups  are  attending  postseeondary  education  at  rateti  significantly 

gorU  of  WVOOO  to  .$«,600j  compared  to  44%  for.  those  undeif,  $4,000  },.ahd.  68% 
for  those  c^er$6,00(r  Is  notf  elated  to  financial  condition  rather  than  to  other 

'"'Turtlier!  the  68%  attendance  rate  fer  studfehts  dependent  upon  fttMt|y  8«t>P«5fc 
with  fftml  y  Incomes  between  .$6,000  to  $10,000  Is  so  similar  to  the  attendance 
?at?  for  Sose  coming  fr^tn  f.inlllles  with  Incomes  over  $10,000  as.to,8»«Wfc 
that  the  relative  burden  oh,  these  lower  Income  families  might  be  slgulflcatttly 
greater  than  that  on  families  with  incomes  over  $JO»000.  . 
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Both  obsemtionsratseaeriOYia  policy  Qtt^ettOQs: 
.  t  SiiQuia  poltoy^makers  aim  toward  niaki|)g^  possible  an  attendance  ^alie  for 
the  single  student  dependent  upon  family  income  sigiaiflcantly  biglicfr  tUan  it 
presently  is»  ;pr  instance^  attempti^^g  to  brjing  tbe  449i^  attend^ce  rate  main* 
stained  by  students  from  families  ;Wlth  infspmes  under  $4;000  toward  tbe  06% 
attendance,  rats  experleiiced  by  those  from.^fanjiUes  .wlth  incomes  over  ^fiOOt 

3.  Should  pplicy*makers  consider  the  possible  sacrifice  presently  being  borne 
by  families  ivith  incomes  between  $6,000  and  $10,0pO  as  u?Jbearable  and  worthy 
of  some  form  of  increased  crtate  assistance? 

OTbese  twO;  Questions  relate  to  two  policy  principles  which  this  analydM.  begins 
to.  address.  ,  i  * 

(a)  l?he  duestton  of  equal  opportunity  for  all,  citizens  to  attend  fi(/me  form  of 
postsecondary  education  (see  Policy  Recommendation  No.  1,  March  al,  1974). 

(b)  The  .question  of  the  ampunt  of  Parent/Student  <56ntribution  dver  what  is 
theoretically  expected  from  them  which  middle  and  lower  income  families  may 
be  now  experiencing  by  supporting  .membei^s  of  their  fahiiltes  in  postsecfondary 
education.  ' 

To  this  point,  this  analysis  has  concentrated  upon  the  18-24  year  old  single 
.fiftudent  who  is  dependent  upon  family  support.  We  now  .turn  our  attention  to 
the  other  18-24  year  old  students,  , 
,  b,  Family  Status: 

i  J  Single/Independent  from  family  support; 

ii  I  Married/Spouse  present. 

ill  s  Married/Spouse  about  (i.e.,  widowed,  divorced,  separated,  abandoned). 
Income  data  relating  to  those  18-24  year  old  students  whose  family  status  is 
either  single  t  independent,  or  married  (approximately  n%  ot  all  full  time  attend- 
ers)  is  too  minimal  to  construct  reliable  income  profiles.  Because  of  this,  It  is 
virtually  impossible  to  make  assumptions  (Concerning  how  income  affects  their 
attendance. 

It  Is  of  interest,  however,  to  contrast  the  attendance/eligibility  rates  of  these 
groups  with  the  single  students  who  are  dependent  upon  lamily^  for  support. 
TlUs  comparison  is  displayed  below  In  Table  III. 

TABU  in.-G0MfARIS0N  01"  ELIGIBILITY  AND  ATTENDANCE  FOR  THE  18  TO  24  VEAR  OLD 
GROUP  BY  FAMILY  STATUS 

lEstimatdd  1973-74) 

Married  Married 

•  i  *  ^         .  ^  Single      spduso  spouse 

Total  dapandent  Independent     present  absent 

Number  of  eltelblas...   ,   7tm      n,m      20,276      15,475  3,0l» 

Number  of  fuffmme  attendera   21,  lOO      w  675         775         500  m 

fereentof  attenderstoellg)bla.«   29         S8  4  3  ^  fr 

Notes  All  figurea  have  been  rounded  to  the  flearait  25. 

By  Inspection  we  oan  see  that  the  estimated  full  time  attendance  rates  for 
those  18*^24  year  olds  ^vho  are  single  independent^  and  who  are  married  are 
signldeantly  lower  than  those  students  who  are  single  and  dependent  utmn 
family  support.  It  is  Interesting  to  observe  that  the  married  spouse  absent  stu- 
dents attend  at  a  somewhat  higher  rate  than  the  married  spouse  present  studetits. 
liable  III  raises  the  following  questions : 

Do  students  who  tmtdn  dependent  upon  their  fainllles  receive  more  en- 
couragement to  attend  postsecondary  education  than  those  who  are  indt^ 
pendent?  >  • 

i)f>  students  who  are' Ittdependetit  of  their  families  ejjperience  minimal 
encouragement  and  extreme  anancial  hardship? 

Are  th^  18^24  J^ear  old  married/spouse  absetit  eltlaens  in  need  of  greater 
postsecondary  educfltlonal  f^xperltMiee  lit  order  to  acctnnmotlate  tiu*  domanttii 
from  a  relatively  new  and  unesitpected^dnanclal/social  condition? 
One  can  only  speculate  as  to  What  changes  In  educational  behavior  would 
resUit>  given  additional  financial  assistance  and  the  proper  guidance  and  coun< 
sellng  for  the  18-24  year  old  gnoup.  tfable  JV  sh6ws  the  estimated  increase  of 
attenders  should  the  attendance  rate  be  Incf eased  to  alternative  mlntmums  of 
68^6»  60%  and  26%. 
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TABLE  IV,-.RESULTANT  INCREASE  IN  FULL-TIME  ATTENDANCE  QIVEN  SELECTED  ATTENOANCE/EUQIBILITY 
RATES  FOR  THE  18*  TO  24^YEAR.QL()  RHODE  ISLAND  CITIZENS 

|EMlmated»73-74| 


,  Bringing  tho,  The  resultant  , 

lowest  attend-     Increase  In  '  '        ,  «  4 

ance/ellglblllty      fulMlme  Present  . .  MMltant 

ra  es  up  to      at  enders  full«tjnie  total  full*tjme 


{the,  Theresulta 
end-  Increase 
bllity  fulMir 

 jpto      attende..       .  ...  ,  . 

Famtty  status  (percent)      would  be      attenders  attenders 


Single/dependent-.  ;   3,350  19,675  23,000 

Single  independent...;  •                         •         68  3,025  750  3,776 

Married/spouse  present  •                      *  •          • . . ,  10, 025  500  10, 525 

Married/spouse  absent    1>87S  175  2,050 

Total  ; . . . . .-^-T- • .    ^250  21.100  49,376 

Slngle/iJ  iV  iident  £i-  i.|?5  ,19,675  19,675 

Single/lnuependent                                           50  9,375  750  1U25 

MarMed/spoiise  present   ?.225  600  7.725 

Married/spouse  absent*.*.***  -   1,325  200  ^1,500 

Total  ,  .7   19,550     ;    2U0r  .  39,050 

Single/depandanU  i.-TTTII..  ^  0)  19,675  19,675 

single/Independent  •  -           25  4, 356  760  5.075 

Married/spouse  present  -   3,375  500  3,8/5 

Married/spouse  absent   575  175  760 

Total   '  8, «0 ^  21, 100^  '29,'35d 


1  No  Increase* 


From  Table  IV  we  can  observe  that  1£  all  year  old  eligible  students 
attended  at  the  same  rate  as  those  dependent  students  who  belong  to  families 
with  the  highest  incomes  (08%),  then  there  would  be  an  , additional  40,376 
attenders  of  traditional  postsecoudary  education.  ^  ^  ^ 

The  i)robability  ot  such  a  drastic  immediate,  change  in  attendance/eligibility 
is  very  minimal  due  to  such  factors  as : 
Insufficient  pre-college  course  work } 

Inability  to  demonstrate  competencies  at  a  level  required  for  college  ad- 
Extreme  commitment  to  estra^^education  related  matters;  and 
tittle  interest  in  education  purstilt.  .       .    .  . 

It  is  for  this  reason  that  we  Drovide  the  additional  attendance/eligibility 
rates  of  60%  and  25%»  These  rates  should  be  regarded  as  "what  If"  devices  for 
the  Dolicy  maker  as  useful  references ;  they  are  arbitrary  selections  and  should 
not  be  regarded  as  estimates  of  changes  in  educational  behavior  resulting  from 
financial  as^istancoi 

»,  Th0  S$  to  31  $5  ii>  Bl  and  the  6S  or  over  m  cateffot^y 

Efforts  to  collect  income  data  for  those  residents  over  the  ages  of  26  years 
old  have  not  revealed  the  detailed  data  elements  with  the  specificity  essential  to 
making  estimates  and  assumptions  concerning  eligibility  rates  by  income. 

All  that  can  be  provided  at  this  point  is  a  c^omparison  of  the  overall  Attend* 
ance/Bligibility  Bates  of  these  groupsi 

TAeie  V.-^ATt£NDANC£/£LtQl6ILITy  RATES  m  RHODE  ISLANDERS  OVER  25  YEARS  OLD 

11973-74  esttmaledl 


Age  category 

25  to  34 

3S<oS4 

S$and  ovar 

 ^   ^^;'s§ 

4;  000 
5 

46,900 

ijooo 

3 

tt  is  notewotthy  to  observe  that  the^e  agd  groupings  do  estperience  sisiablo 
IJllgibility/Attendance  Rates,  To  establish  a  number  which  would  account  for 
increases  in  attendance  by  these  groups,  given  inor^ased  financial  assistances 
would  be  based  on  mm  conja'ture, 
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Smmry  ^ 

Who  l8  not  attending;  cttto  to  flnanotal  hardship?      '  * 

In  the  abH^nce  of  current  surveys  and  tH>li»  of  the  I^hodo  Island  population 
eHtlmatlng  who  is  not  attending  poHtseoondary  education  duo  to  financial  hard* 
ship  is  Attempted  through  the  u^e  of  theoretical  statistical  models  to  actjust 
.  most  r^nt»  accurate  data  to  reflect  today's  situation.  Considering  what  is  known 
«bout  who  is  attending,  assumptions  can  be  made  about  those  not  attending 
because  of  inability  to  pay. 

The  si)ecitlclty  of  data  requited  for  making  this  estimate  can  be  assemble 
only  for  those  Rhode  Island  Citi>5ens  belonging  to  the  1S^24  year  old  group 
i\*ho  are  detiendent  upon  their  family  for  support.  This  category  coustlttUes 
74%  of  all  Bhode  Island  citissens  attending  postsecomtary  education  anywbet'e 
on  a  full  time  basis. 

The  data  will  support  the  following  propositions : 

t  Those  1R-.24  year  old  students  who  are  single/depondont  on  family  for  sup- 
port, with  family  incomes  over  $6,000,  have  a  somewhat  stable  fulltime  atten- 
dance to  eligibility  rate  of  {)S% . 

2.  Thtm  18-24  yertr  old  students  who  are  single/dependent  on  family  for  sup- 
port with  family  incomes  between  $4,000  to  $6,000,  have  the  lowest  full  time 
attendance  rate  of  269i)» 

3.  Those  18-25  year  old  students  who  are  single/dependent  on  family  for  suj)- 
port  and  with  family  incomes  below  ?4,000  have  a  full  time  attendance  rate  of 
44%. 

4.  If  all  lS-^24  year  old  eligible  students  who  are  dependent  upon  theh'  family 
for  support  attended  full  time  at  the  same,  rate  as  those  from  the  highest 
family  income  group,  there  would  be  an  additional  2,000  Rhode  Island  citisjen 
students  of  postsecoiulary  education. 

5.  If  the  18*-24  year  old  single  independent  eligibles  attended  postsecondary 
education  on  a  full  time  basis  at  the  same  rate  as  that  presently  maintained 
by  the  single  students  dependent  upon  family  for  support,  there  would  be  an 
additlonaMl,000  Rhode  Island  citissen  students  in  postsecondary  educatioui 

SEC'flON  II— ANNVAt  costs  tO  STUDENTS  AtTBNDlNO  TttAOmONAIi  iJ^STITtJTlONS 

A.  FutUThne  Tufthn  amt  Pries 

t  tn^State  (jf>»*»,— In-State  tuition  and  fee  co!!(ts  to  Rtmde  Island  students. 

For  the  1078-T4  academic  year  the  Rhode  Island  Postsecondary  education 
Institutions  charged  the  following  tuition  and  fee  costs  to  full  time  Rhmle  Island 
Resident  Students : 

fuitfoh 

Public}  mtifm 

Rhode  Island  College-M-    $40S 

Rhode  Tslnnd  .Tr.  CoIIege.««M.-M«-M«-*,M-^^^—   340 

University  of  Rhode  Island-   ^^^u  781 

(Average:  $S82)  ' 
Privrtte  1 

Barrtngton  College--««iM^..M 2, 020 

Rrown  trntverslty—  ^   8^  2no 

Bryant  College — —   1,  roo 

Johnson  and  Wales  CoIlege^u«««  ^^^^  1^  fltl 

iMount  Saint  Joseph  College   1,400 

Providence  College-—  «  .  «  2,08S 

Rhode  tslrtnd  School  of  t)esign-M«««— -4»««um««*-«.uu-*.u*..«.«-*..««^.  2,flT8 

Roger  WilUams  College  -   1, 030 

Salve  Rogina  College-.**  ^  ^^u^^^^^^^  2,000 

Seminary  of  Our  Lady  of  Provldence-««-M«— «-**^a«-^.-.«M-a.— 1, 180 
(Average  {$1,006) 

t'lMttmatlng  the  numtier  of  Rhode  Island  sttidents  enrolled  fulhttme  In  the 
respwtlve  schools,  It  Is  detewnined.that }  futl  ftnw  tflmto  fstnmt  Hturimt  imm 
on  fho  (mrim  $IMO  jfmr  in  fulftm  and  tm{  this  figure  is  a  weighted  per 
student  tuition  and  fee  charge  to  the  student  and  not  an  average  institutional 
tuition  and  fe^  charge  and  is  used  in  this  study  for  the  purpose  of  detemining 
the  iltianclnl  need  of  Rhode  Islanders  attending  tn^State  Institutions! 

2.  Ont^6t*8taft}  coHtH.-^Vfa  do  not  have  data  which  clearly  shows  wl^  t  institu- 
tions are  attended  l)y  all  Rhode  Island  students  who  choose  to  attend  Institutions 
O  fut»ide  of  Rhode  Islandi 
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An  indlcaMon  of  iho  apprfixlmato  tuition  and  fee  chavge  which  Rhode  Tstand 
«tmhmts  Incur  as  a  rmilt  <»f  HttiMi(lln«  out-of-state  InHtUutlona  Is  the  average 
tuition  and  fees  charged  to  recipients  of  the  Rhode  Island  State  scholarship  who 
Attend  outK»P-state  InstUutlons,  Their  average  tuition  and  fee  charge  is  $1,865. 

'i?htis>  we  might,  assume  that  on*  the  average,  all  Rhode  Island  students  who 
choose  to  attend  out-of«stato  institutions  on  a  fulHlnie  basis  incu^  ah  approxl* 
wafe  tuition  and  fee  charge  of  $1(805,  , 

Room  and  hoard 

1.  tn*8iaie  voHtH^^Vov  the  1973-74  acadmnlc  year,  the  Rhode  Island  post* 
secondary  Institutions  charged  the  following  fees  for  Room  and  Board, 

Public : 

Rhode  Island  College   $1,115 

Rhode  Island  Junior  CoUege^...   N7A 

University  of  Rhode  Island  1,200 

(Average:  $1,158) 
Private: 

Harrington  College^  ^^^^^^^^^^^^^  -  ^.m-.*-.*..^  1, 120 

Brown  University-   1,450 

Bryant  College  ^^m-.^..^^-*-..  ^   1,150 

Johnson  &  Wales  College......  ^          1, 2(K> 

Mount  Saint  Joseph  College  -   1, 200 

Providence  College   1,200 

Rh(Kle  Island  School  of  Design...   1, 276 

Roger  Williams  College  — 1,326 

Salve  Reglna  College  1,225 

Seminary  of  Our  Lady  of  Providence   900 

(Average:  $1,205) 

Kstimating  the  numt>er  of  Rhode  Islanders  charged  Room  and  Board  at  the 
restKK«tive  Rhode  Island  Institutions,  it  is  determined  that:  the  Rhode  Island 
student  attending  an  in^state  institution  Incurs,  on  the  average,  $1,200  per  year 
for  Room  and  Board  Costs. 

2.  Out^of'State  co^t9»^Vov  the  purpose  of  comparison,  below  is  a  chart  which 
shows  the  Room  and  Board  cost  charged  to  students  of  all  New  England 
Instltuttonss. 


RANGE  OF  ROOM  AND  BOARD  CHARGES.  1973^74' 

$260  '4500  mo  moo  st25o  51500^  _mso  «2000 


$2260 


t>U6UC 
6  Strtto  UnivofSillas 

SeoiOHul  Univofsity 
Two»YMf 

*»RIVATe 

18  l^ouhYonr  Spoeidliicd 
22  tWo.Ycm^ 
12  ^fitiymii^  Yrd)nin^< 


10381 


16011 


11310 


760 


i 

1400 


736 


|1d2d 
11626 


12060 


/Ah  ({d(iilibri(}l  piivdio  [)nmf^\V/  tombmti  \i\\\m.  kH,  (com  iind  bodfd  ih  a  OomfjfiihenMvi)  P^^  of  $d260. 
'An  rtdditiondl  seven  Uimui  Pouh^fiit  CollOQfes  \^ith  l\hm\  Ams  P/ogjdni&  c\m\ti  CompfOhdrtilvo  M% 
Niitymy  ftont  $;)()30  to  $627&  vvith  a  hiedidh  of  M260. 

*two  uddilioftfll  fjHViltei  T\^o  YOHf  CnfldOO*  ChdJflo  Compjehehfiivo  ft-ea  nf  ^3760  drtd  M260. 
*Aii  addHionai  School  fHrnd/ily  fo(  fleligioui  ttMs^  chtiry^s  a  ComnfoMrHtfiivo  Pne  of  42200. 


lingland  Board  of  Higher  lOduoation  i  H)7lV74,  [muo  IS, 
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For  the  purpose  of  tbls  atudy  we  aasmne  that  Room  and  Board  costs  to.students 
who  live  at  school  equals  the  home  maintenance  coists  o<  atudents^who  live  at 
home  and  commute  to  school,  The  most  recent  studies  by  College  Scholarship 
services  reveals  that  when  the  costs  to  the  family  of  a  student  living  at  home  are 
added  in,  the  difference  in  expenses  at  two«year  <and  four*year  colleges  is  not 
great 

Other  editCQtiofial  ecepensei 

College  S<!holarship  Service  estimates  tH^I  fdllowlng  **other"  annual  expen.^6s 
to  full-time  students  for  1073-74«  These  costs  include :  books  and  supplies,  trans* 
portation  and  personal  costs  and  are  based  on  national  averages. 

Public  2.yeart  o  ' 

Kesldent  —  ^  -  $741 

Commuter   -   ^  — «  7SS 

Public  4-yenr  j 

Resident  -.-^   -r  

Commuter   -  :  —  7-  052 

Private  2-ycftr  J  ^  „  .  . 

Resident  (M6 

Commuter       ^-  -J-   547 

Private  4*year !  .  .  , 

Resident  —  ^^..^..---^-...-t^^^^^  892 

Commuter  — — — 499 

(Average  Other  Annual  Exp^Auses,  $039). 
Summrif  of  the  total  amml  educnUmaV  costs  per  fii^1J4iiike  Mudent^ 

Jn*Staie  students:  * 

Tuition  and  fees.;.--;.-..^- —  ..-ulL^.J-  $1,000 

Room  and  board-—    —  1,200 

Other  expenses—   —  -.^-w.  639 

IJotal   J-..  — :i.Ji£52 

out-  of  Ktate  fitudents ! 

Tuition  and  fees..-  --^  -  '1,866 

Room  and  board^-^ — —  ^  — -  1,800 

Other  expenses  ^    — m-**  620 

Total     3,900 

1  These  coutH  do  not  include  foteeone  entninfts  to  the  studettti  ^ 

^  The»c  flguteH  represent  weighted  per  pupil  average  tuition  and  fee  costSi 

The  part-time  student 

Due  to  the  minimal  amount  of  information  regarding  the  attendance  behavior 
of  the  part-time  student,  it  is  virtually  impossible  to  construct  a  highly  confident 
average  eduoatloiml  cost/year  for  this  type  of  student. 

We  offer  the  following  estimates  t 

Average  tuition  and  fees  «  $200 

Average  books  and  supplies-**  ——m——^^—^— 80 

Average  transportation  ——*.^—^-^—— ^  75 

Tot^l  average  educational  costs.**^*-*.^^— -*-^-**-a-.*.**^«**— 805 

The  total  edimtlonat  costs  to  all  Rhode  island  eltken  students  of  postsec- 
ondary  edueatimt 

Table  VI  provldeH  an  estimate  of  the  total  costs  huMtrred  by  Rhode  Islanders 
who  are  t)rtrtlcit)ating  In  imsbiecondary  education  of  a  collegiate  nature  at  the 
uhdergraduate  level. 
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TABLE  VI--  ESTIMATED  ATTENDANCE  BEHAVIOR  AND  ANNUAL  COSTS  TO  RHODE  ISLAND  CITIZEN  STUDENTS 

(Estimated  1973-74) 

Total  18to24yrold  25tQ34yrold  35to54yrold  SSyrandover 


Part-time  (averaso  cost'$305): 

co8iitrsttti8*"^!:r//.::::::;;;:::  $6,95&;8o6  $3,482;8oo  j2,i89;9oo    $939:400     $343; ?o6 


Number  of  students   «22,800    _  Jl.425        ,J,125      ,J.075  1.125 


Full  timet  In  State  (average  cost^ 
$2,840>! 

bmber  of  students   19,725  15,375  3,950            700  50 

Cost  to  students   $57,023,  000  $43,605,000  $11,218,000    $1,998,000  $142,000 

ouUof^Stale /average  co$t-$3,900);  ^  ^ 

Number  of  students   6,900  5,700  600  200   

m  to  students   $25,362;000  $22, 230;  000  $2,340,000       $780,000  $1?,006 

^*?fumt!ef%udents   26,600         21,100  4,550  900  50 

Cost  to  Students.  ..W^^^^^L^J^?.^??^?.^'     ..iL^l^'j!?^    $2,778,000  $154,000 

umber  of  students   49,425         32,525         11.725  4,000        ^  1,175 

Cosmo  students   $89,3401000    $69,3771800    $15,747,900     $3,717,400        $497,  700 

Note:  The  number  of  students  have  been  rounded  to  the  nearest  25.  The  costs  to  groups  have  been  rounded  to  the  nearest 
$I00« 

Tnble  VI  HhoxxiiX  be  helpful  in  gaining  a  perspective  on  the  issue  o£  flnanotal 
tim\  ns  it  iB  treated  in  the  following  sections. 

8EC1?1UN  HI— MOW  STUUKNtS  MEfcl!  EDVCAllOiNAt  COStS 

In  Section  II  we  esttiniited  the  total  educational  cost  to  alt  lihode  Island 
residents  who  are  atteiultng  postsecondary  education.  We  were  able  to  look  at  all 
age  groups  attending  both  in  state  and  out  of  state  institutions. 

In  our  attempt.^  to  gather  data  relevant  to  how  these  students  meet  their  edu- 
catlonal  costs»  information  was  not  adequate  to  treat ; 

(a)  I'hose  students  who  attend  out  of  state  institutions ; 

( b)  Those  who  attend  on  a  part  time  basis,  and 

(c)  Those  who  arc  25  years  of  age  and  beyond. 

Th(»V^^ore»  this  section  Will  deal  only  with  those  Bhode  Island  students  who 
avf»  between  the  ages  of  18-24  and  who  attend  an  In-state  institution  on  a  full 
Lime  basis*  This  group  of  students  constitutes  BS%  of  the  total  number  of  Uhode 
Island  citi^sens  attending:  postsecondary  education  anywhere  on  a  full  time  basis. 
4,  Jiathmitcd  total  cost  to  Mode  Mand  eW^ms  lS-2i  yeim  of  uo^  in  fuU  thnc 

uHendntwe  at  Rhode  hlmid  institutions 

t*or  the  purpose  of  review,  we  found  that  the  tntal  educatioaal  co«ts  to  the 
18-24  year  old  Rhode  Island  students  attending  Rhod»  Island  institutions  was 
estimated  to  be  $43.66o,000.  (See  Table  VI)  This  cost  Is  broken  down  by  stu- 
dents family  status  in  Table  VI. 

tABLE  VII.-EOUCATIONAL  COSTS  TO  fULL  TIME  18*  TO  24*Vf?.*OLD  RHODE  ISLAND  CITIZENS  ATTENDING  RHODE 

ISLAND  INSTITUTIONS  BY  FAMILY  STATUS 

lEstimated  1973*'74| 

Family  status  Number  t     Educational  costs 

sinjtle/dependent   14,225  $40,399,000 

single/irtdependent..*.   600  1, 704,000 

Maffled/spouse  pfesenL....  -  400  i,i36,ooo 

MarHed/spouse  absent..*.   150  426,000 

TotaL  K^n  4j/665,000 

t  All  Hmm  havd  been  rounded  t6  the  nearest  25.  ^ 
^  All  figures  nave  been  rounded  to  the  nearest  $100. 
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Financial  need 

CoUogo  SuiiolarHlilp  Hiu'vico  of  the  College  Gntnuice  ExanUnntion  Board  1ms 
over  the  years  developed  aiul  implemented  a  method  tov  determining  the  linnnciial 
need  of  individual  students  of  pontseoondary  education.  Simply  i^tated:  Flnan- 
oinl  need  is  that  amount  ot  money  dmrged  to  a  student  ti)V  educational  costs 
whieh  is  above  what  the  student  and  the  family  combined  caiv  theoretically  be 
expected  to  contribute  to  the  cost  of  a  student's  education. 

By  formula  \  Financial  needsscost  of  education— "expected"  family/student 
contribution. 

The  "expected''  combined  family /student  contribution  varies  depending  on  the 
student's  (a)  family  status,  (b)  family  and/or  individual  Income  and  assets  and 
(c)  the  number  of  dependent  children  or  brothers  and  sisters  of  the  student. 

Using  the  theory  and  computaUon  procedures  for  flnanclal  needs  analysts, 
employed  by  College  Scholarship  fjervices,  it  is  iiossible  to  estlnmte  the  flnnnctal 
need  of  a  groiip  of  students. 

The  flnanclal  need  of  thiv  18-24  year  old  Rhode  Island  citizens  who  attend 
Rhode  Island  Institutions  on  a  full  time  basis  is  displayed  below  in  Table  VIIi 
It  shotdd  be  votterated  that  this  flnanclal  need  flgure  represents  the  flnanclal 
need  of : 

(a)  Fifty 'oight  percent  of  all  Rhode  Island  citizens  attending  post  secondary 
education  anywhere  on  a  fidl  time  basis. 

(b)  It  excludes  all  students  over  26  yeai'»  old. 

It  excludes  nil  citizen  students  attending  institutions  out  of  state,  and 

(d)  It  excludes  all  citizen  students  attending  iiistitutions  on  a  part  time  basis. 

(e)  It  excludiw  all  postgraduate  students, 

TACIE  VIM.--FINANCIAL  NEED  OF  FULL  TIME  18.  TO  2m-0L0  RHODE  ISLAND  CJT I2ENS  ATTENOINQ  R^^^ 

MISTITUTIONSi 

lEslimaled  1973-741 


.  Group 

^  .     .  Croup  financial 

Family  status  Qroupco$ts  contribution  need 

Sinsle/dependent   $10, 399,  COO  $31, 362, 300  $7, 036, 700 

Slitgle/lndependent..   1,704,000  839,900  864, 100 

Married/spouse  prosant   1,136,000  550,000  585,200 

Married/spouse  absent  *  *   426,000  320,000  ?ilG5,600 

Total  *   iTiisToOO  33.073,500  "  10,591,600 


1  All  figures  are  rounded  to  tite  nearest  hundred. 

C*.  MevHno  the  flmuwUU  need  of  flw  present  attendevs 

We  have  now  estimated  n  $10*501, COO  financial  need  for  those  18-24  year  old 
lihode  Island  cttlsiens  who  attend  tihode  Island  tmstseconrlnry  institutions  on  a 
full  time  basis.  The  tiuestion  which  must  be  addressed  is  i  Uow  adequately  do 
the  present  ilnaneial  aid  programs  meet  this  need? 

1.  Fhianvtat  (a)  Fltmnclal  Aid  to  AH  Students  Attending  All  Uhode 
Island  Postseeondary  Institutions. 

The  total  amount  of  ilnaneial  aid  which  Is  distributed  to  all  students  iittend- 
in^^  all  lihode  Island  postseeondary  Institutions  wliioh  pai'tlelpate  in  federal 
siudent  aid  programs  is  displayed  below. 

Souree  of  financial  aid  ( rcmnded  1078-74 )  \  Amoun  t 

t^ederal  student  iliumelal  aid  pro«rams^-*.«— $0,231,000 

State  sttuleiit  Ituant'lal  aid  prom'ains   1,1X18,000 

Jnstltutlonal  flnanclal  aid  progranis*.^«w^^^.*..«^..^^^^^«^-^^w-^  0,704,  i2()0 

t*rlvate  flmtndal  air  programs-— .......  r),080,0(M) 

Social  Securttv  Beneflts........... ......    8,018,000 

Veterans  Administration  Kducatlonal  Benefits-.«...^.^^«.^«..M  1, 126,  OCO 

ItOTC  -   t)8,f)00 

Other  1,063,300 
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These  total  i«esoiiftH»s  «ro  lUstHbiiturt  not  only  to  Rhode  Isliuul  eitlzons  who 
are  tuW  01*  imit  time  students  hut  to  noit^thodo  Islanders  attending  institntlotis 
in  Rhode  Island. 

(b)  Fliumeial  Aid  to  18-24  Year  Old  Rhode  Ishinders  Attending  In-State  On 
a  Full  Time  Basis. 

We  nuist  adjust  the  total  ftnnnelal  aid  fignre  to  vefleet  tliat  aniount  wldeli  is 
distributed  to  Rhode  Island  cttiijens  only.  From  information  supplied  by  tlie 
Rhode  Island  postseeondary  institutions,  it  is  estimated  that  $8.8  million  of 
total  financial  nld  is  distributed  to  Rhode  Island  eitix<en  students  attending 
In-state  instltntlonst 

Since  tliis  section  limits  its  analysis  to  the  18-24  yenr  olds  who  attend  on  a 
full  time  t)asis,  we  must  adjust  onr  llnaneial  assistance  figure  to  reflect  what  is 
received  by  this  grotip  only.  From  information  which  has  hene  gathered  tlu'ough 
a  survey  of  tlie  veterun  student  (afortlicondng  working  note),  estimates  from 
the  Department  of  Employment  Security,  and  data  gathered  by  tlio  Rhode  Island 
postsecondary  Instltutious,  it  is  estlnmted  that  approxinnitely  80%  or  $6,980,000 
of  the  $8.8  million  Is  n warded  to  full  time  18-24  year  old  Rhode  Island  students. 

The  extent  to  which  this  meets  financial  need  Is  displayed  below. 

Original  financial  need  ^  $10.  oOl,  GiH) 

Financial  ahl  --0,080,000 

Remaining  financial  need.^-.     3.011.000 

2.  The  oHimmtevd  Htudent  loan  pro/;/rtm.— Students  borrow  luider  the  Otiarau- 
teed  Studtuit  Loan  Program  for  two  Im'sic  reasons:  To  meet  that  "eximcted*' 
parental  contribution  which,  though  asMcssfnl  In  newls  analysis,  nuty  not.  in  fact, 
be  actimlly  forthcoming  from  the  parents  j  and  to  meet  financial  need. 

(a)  Ciiniv:ii4teed  loans  to  all  Rhode  Islaiulers. 

The  Higher  Education  Assistance  Toriioration.  tlu»  local  agency  resi)onslble 
for  thG'  cooiHlinatitig  of  Guarantcwt  Student  L(»ans  to  Rhode  IslamUu's,  has  guar* 
anteed  loan's  totaling  ai^proxlniatcly  $5.7  ndlllon  dollars  thus  tar  in  107;M4. 
These  loans  are  nmde  to  Rhode  Island  residents  in  i)ost secondary  education, 
iuidergraduate  and  graduate,  attending  institutions  in  and  out  of  state. 

(b)  Guarantewl  loans  to  18-24  year  old  Rhode  Island  citijjens  of  undergraduate 
full  time  student  status  attend  lug  Rtiode  Island  institutions. 

Institutional  financial  aid  admini*$trators  have  estinmted  the  auionni  of  Guar* 
anteed  Loans,  procmred  by  the  above  category  student  to  be  aimroximately  $3.2 
uUllion.  .  * 

(c)  Guaranteed  loans  to  meet  flnauchil  need, 

Precise  data  do<»s  not  i)resently  exist  which  permits  a  delineation  of  the  dollar 
amount  of  guurauteed  loans  which  can  b(uittrtl>uted  to  nuH^titig  either  unfulfilled 
•*ext)ected**  family  contribution  or  fiimnclnl  need. 

One  institutional  aid  adtniaistrator  (with  2,000  aid  recipients  populatiotO 
suggests  that  his  data  indicate  ai)proximately  oiie4ialf  of  the  guarantee<t  student 
loans  at  his  inlstitution  are  in  lieu  of  parental  contribtttlon. 

If  that  data  were  to  be  consideHKl  typical  (and  we  do  not  know  if  it  is  so) 
it  would  suggest  that  $1.0  ihillion  of  Guaranteed  Student  Loans  may  be  apiilied 
agains  financial  ueeds< 

Tlie  extent  to  which  this  meets  financial  nee<l  isdisphiyed  below. 


Original  financial  \im\   $10.r)01.«(M) 

innaneinl  aUL^^.-..^^--.  *-0,080,000 

Guaranteed  student  loans_.^..  ....  -1,000,000 


Remaining  financial  need«.^-^«.-^^.^.^..^^^^..^-.^.^.*.«  ^  2,020,000 


84  SuhHUtMuff  unmet  ueGil  thmi0  othet  moana^-^At  this  point  In  the  atmlysls 
(Mir  best  estlnuites  Indicate  a  rennilnlng  Hinuiclal  iu»ed  of  $2,020,000  for  the  18-24 
year  old  Rhode  island  f*ltiiieu  stndents  attendtug  Rhode  Island  institutions  full 
time, 

We  are  not  certain  as  to  how  students  finance  this  unmet  flnat^'lat  need,  tt 
appears  to  come  in  part  from  student  and  family  j^u^rHlce  n.e.,  a  reduced '«tand* 
ard  of  living),  gifts  from  relatives  and  friends,  personal  loans,  .md  Increaml  part 
time  employment  over  nttd  above  that  which  Is  reported. 
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Section  IV 

MKmNO  THE)  FINANCIAL  NKBO  OF  THOSE  NOT  ATTENDING  DUG  TO  FXNAMCIAt  UAnDSIlIP 

In  Section  I  we  determined  the  Family  Income  categories  of  18-24  yean  old 
deimndent  students  wiio  are  attending  postsecondary  education  at  siimiflcantly 
lower  rates ;  we  also  compared  the  overall  attendance/eligibility  rates  of  tills 
group  with  ihat  presently  maintained  by  the  18-24  year  olds  of  other  family 
status. 

We  attempted  to  show  what  the  increase  in  student  enrollment  would  be  if 
the  attendance/eligibility  rates  of  all  18-24  year  olds  of  all  family  status 
increased  to  selected  minimunis.  It  should  be  recalled  that  we  arbitrarily^  selected 
attendance/eligibility  rates  of  68%,  S0%,  and  26%. 

These  rates  should  be  viewed  as  **what  if*  devices  for  useful  reference  to  the 
policy  •maker.  At  this  time  we  do  not  know  the  effects  of  increased  forms  of 
financial  assistance,  and  proper  counseHng  on  the  choice  of  nonattending  eligibles 
to  enroll  in  some  form  of  postsecondary  education. 

Table  IX  illustrates  what  the  financial  need  of  the  resultant  attendees  would 
be  if  tliey  incurred  educational  costs  per  year  of  $3,000,  $2,000  or  $1,000.  This 
financial  need  is  based  upon  the  hypothetical  situation  that  sufficient  financial 
assistance  would  increase  the  attendance/eligibility  rates  of  all  18-24  year  olds 
to  tlmt  rate  presently  maintained  by  independent  students  with  the  highest  fam^ 
ity  ineomeis.  Table  X  and  Table  XI  aupply  the  same  type  of  information  but  for 
minimum  attendance/eligibility  rates  of  50%  and  25%  respectively. 

TABLE  IX.-THE  RESULTANT  FINANCIAL  NEED  OF  18*  TO  24«YR-0LD  RHODE  ISLAND  CITIZENS 
SHOULD  THEY  EXPERIENCE  AN  ATTENDANCE/ELIGIBILITY  RATE  LOWER  THAN  68  PERCENT 

Number  of      Plnaticht  need  of 

Family  status  resultant  attenders     resultant  attendors 

At  an  estimated  cost  of  $3,000:  ^  '    «  , 

Single/dependent   3,350  $7,440,350 

Siilgle/hmopehdent   13,025  24,747,500 

Married/spouse  present...*  *  10,025  18,987,350 

Married/spouse  absent   1,875  2,323, 125 

Total   28,250  53^498^00 

At  .irt  estimated  cost  of  $2,0u0: 

Single/dependent.   3,350  4,090,350 

Slngle/lndOpendeiit-...--   13.025  11,722  500 

Married/spouse  present.   10,025  8,962,350 

Marrifid/spouse  absent  ^..4   1,875  448,125 

total  -   28,250         ;  2^ 

At  an  estimated  cost  of  $1,000: 

Single/dependent  *****              3,350  740,350 

Single/Independent  *                                13i02S  0 

Married/spouse  present  *                               10,025  0 

Married/spouse  absent  *   1, 875  0 

total*.  *****  *  ***      ' "  28,250  "  "  '        74% 350 
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TABLE  X.-.THE  RESULTANT  FINANCIAL  NEED  OF  18-24  YR  OLD  RHODE  ISLAND  CITIZENS  SHOULD  THEY 
EXPERIENCE  AN  ATTENDANCE/ELIQIBILITY  RATE  NO  LESS  THAN  50  PERCENT 


.  umily  status 

,  Number  of 
resultant  attenders 

Financial  need  ot 
resultant  attenders 

At  an  estimated  cost  of  ROOD! 

  1.625 

  9,  J/P 

  7,225 

$3,596,125 

If,  oUttHiO 
13,684,150 
1, 641, 0/5 

  17,925 

36,734,500 

At  an  estimated  cost  of  $2,000: 

1,625 

  1:325 

1,971,000 
0, 437, 500 
6  459  150 
316!  675 

17,925 

17,181,325 

At  an  estimated  cost  of  MfidOt 

  1,625 

:  ,  9,375 

.                  7  225 

  1,325 

.346^000 
0 
0 
0 

17,925 

346,000 

TABU  XI.-THE  RESULTANT  FINANCIAL  NEED  OF  18  TO  24  YR  OLD  RHODE  ISLAND  CITIZENS  SHOULD  THEV 
EXPERIENCE  AN  ATTENDANCE/ELIGIBILITY  RATE  NO  LESS  THAN  25  PERCENT 

Family  status 

Number  of  rasultant 
attendars 

Financial  need  of 
resultant  attenders 

At  an  estimated  cost  of  $3.000i 

  4,300 

:    3,375 

  575 

18,170,000 
1,392  250 
7121425 

  8,250 

15,274,675 

At  an  estimated  cost  of  $2,000: 

*  4,300 

  3,375 

3,870,000 
3,017,250 
137,425 

 8,250 

7,024,675 

At  an  estimated  cost  of  $1>000! 

0 
0 

  8,250 

0 

ERIC^  60  J 
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FlNAKOUl*  ASSISTANCE)  FOE  FOSTSBICOMDABT  BOUOATIOIY 
WOBKIN0  NOTE)  NO*  4 

("Detemlnlng  the  EltglWUty  Pool  for  a  Financial  Assistance  Program") 

Decisions  for  Determining 
tlie  KiigibiUty  Pool  for 
Financial  Assistance  . 


Adequate  reiiources  to 
meet  financial  need  of 
all  desiring. assi-stancc? 


Yes 


7 


Assist  aU 
applicants 


Use  age  of  applicant 
as  an  awarding  critei*ien7 


Rank 


Trbnortlon 
variables  H 


/\dequatc  resources  to 
meet  financial  need 
of  selected  group? 


IF 


Yes 


Use  ability  to  contribute 
to  education  as  an  awarding 
criterion? 


yes  1  ya 


TCmT 


vj  i^roportior 
"  variables 


Adequate  resources  to 
meet  financial  need  of 
remaining  selected  gruup? 


Use  scholastic  ac/iievatncnt 
as  an  awarding  criterion? 


Yes 


No 


Use  previous  postsecondary 
education  as  an  awarding 
criterion? 


U.se  method  of  pursuit 
as  an  awarding  criterion? 


No 


l^fltion  assistiutce  by 
type  imd  location  of 
institution? 


Kank 

variables 


Proportion 
variables 


T  .  Ad, 

I  }  me* 

-J  irr( 


Adequate  resources  to 
meet  financial  need 

remaining  selected 
group? 


Yes; 


 ) 

tJ  Proportion  ij 
1  variables  P 


Adequate  resources  to. 
meet  finaitcial  need  of 
remaining  selected  group? 


I  Yes  VI 
"7 


No 


variables  n      .  *^ 

W.M.-1IUJ  iin7f'-VVi    p'MM'g '  ID 

Proportion  J     '  r 

_yariablp$.  I 


Atlquate  resources  to 
meet  financial  need  of 
^■'^M^t^i'AR  I'sleeted  group? 


Yes. 


ERIC 


6jx 


351 


The  pursuit  of  an  Ideal,  such  as  equal  opportunity  in  the  postseconaary  educa* 
tlon  (See  Working  Note  #2),  without  regard  to  economic  circumstances,  will 
be  assessed  by  public  authorities  in  terms  of  how  valued  It  is  next  to  other 
Ideals.  The  degree  to  which  the  ideal  is  achieved  at  any  point  in  time  will  be* 
determined  by  how  the  ideal  is  defined.  Such  a  definition  will  also  lead  to  an 
establishment  of  {he  steps  needed  to  achieve  the  goal.  It  is  logical,  to  assume 
that  public  policy  decisions  would  be  made  in  such  a  fashion  that  resultant 
actions  will  logically  lead  toward  tlie  achievement  of  the  ultimate  ideal  as  it  is 
deflnedi 

This  working  paper  will  then  assume  that  achievement  of  the  ideal  of  equal 
opportunity  in  postsecondary  education  would  provide  the  fullest  opportunity 
for  all,  regardless  of  economic  circuuistance.  Thus,  all  citizens  in  the  state  who* 
have  a  need  would  be  entitled  to  whatever  assistance  necessary*  Having  stated 
thlSi  it  is  the  immediate  assumption  that  the  resources  necessary  to  meet  this 
need  are  not  available  (See  Working  Note  #3).  Thus,  a  series  of  questions 
must  be  answered  so  that  the  difilcult  but  necessary  assigmnent  of  priorities  mi^v 
be  initiated. 

In  the  following  pages,  the  critical  questions  relating  to  social,  economic  ami 
.  other  characteristics  of  the  potential  postsecondary  education  participants  will  be 
posed.  Following  these  questions,  the  readily*available  information  as  to  present 
vAmmstaiwe  will  be  provided.  1?he  reader  will  theti  be  provided  with  tlie  oi)- 
portunity  to  determine  where  he  or  she  feels  the  highest  p^ority  of  assistance 
Hliould  be  allocated.  Please  keep  clearly  in  mind  that  the  method  of  providing 
asslstance-^wlieiher  loans,  grants,  scholarships  or  work*--i8  not  being  addressed 
hefe. 

It  Is  the  intent  of  tlus  Working  Note  to  surface  critical  concerns  from  which 
policymakers  may  debate  atul  decide  tiie  appropriate  financial  assistance  recip* 
ients  for  a  Rhode  Island  financial  assistance  package.  • 

problem:  no.  i:  vsino  aoe;  as  an  awakdim  cmmioN 
The  Problem 

During  a  period  e?fperlencing  limited  resources,  should  available  fluandnl 
assistance  be  awarded  by  employing  the  age  of  the  applicant  as  a  rationing 
device? 

The  Options 

There  are  three  options  available  to  the  policymaker  i  they  are : 

( 1 )  Do  not  \m  ti    as  an  awarding  criterion. 

(2)  Prioritisse  the  age  of  the  applicant  pool,  so  that  available  resources  wilt  be 
directed  initially  to  the  first  group  of  selected  students,  and  will  subsequently 
fiow  to  otltet*  groups  to  the  extent  to  which  remaining  resources  permit. 

(S)  Divide  the  available  resources  in  some  fashion  &o  that  portions  of  these 
i^sources  are  earmarked  for  selected  age  groups  to  etisure  the  selection  of 
recipients  from  all  age  groups. 

(the  tmie 

{"or  the  purpose  of  argument,  the  potential  student  citizenry  can  be  divided 
into  four  subcategories. 

( 1 )  The  i8  to    year  oU  age  cutegortt 

^Traditionally,  students  of  postsccondnry  education  belong  to  this  age  cate- 
gory; students  have  generally  entered  college  immediately  upon  completion  of 
high  .school,  or  upon  discharge  from  the  armed  ser\*lce. 

II:  is  argut'd  that  this  group  should  receive  priority  for  state  financial  assist* 
ancoi  since  it  !s  this  group  which  holds  the  matpM  potential  economic  and  con* 
structive  return  to  a  social  investment  of  financial  assistance. 

(2)  VheHStoSiV^aroldaffedateffori/ 

This  agfi  category  might  be  designated  as  society's  upwardly  mobiles.  It  Is 
wiMn  this  age  category  where  one  can  identify  the  junior  eiiecutives  of  the  luisl* 
ness  community,  mothers  whose  children  have  reached  an  age  which  allows  th^m 
to  make  arrangements  to  continue  their  own  education,  and  members  of  the 
present  working  force  who  find  that  their  previous  educational  attainment  no 
longer  facilitates  their  gaining  increased  responsibility  within  their  present 
employment. 
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It  is  i\VMm\  that  thin  uroup  should  ho  tnotuded  within  the  fiuanGiiil  n^slHthnee 
pool,  since  this  «roui>  holds  the  vmt  liiUHedlate  return  to  society  as  a  result  of 
their  having  more  reallstUt  Koals  and  ohjcwtlves  due  to  their  fli^st  hand  experi- 
ence with  society,  their  knowledge  of  lu)w  they  are  ahle  to  deal  with  It,  and  a 
.reallKtlo  assessment  of  their  needed  oapahllltles  to  contribute  to  it 

K8)  The  3r}'-5i  year  old  mieuory 

'Tills  age  category  might  be  designated  as  society's  relearners.  It  Is  within  this 
age  category  where  one  can  Identify  those  Individuals  who  find  themselves  m 
need  of  updating  their  capabilities  to  accommodate  professional  demands  that 
arise  from  the  social  technological  advance  of  our  era. 

It  Is  stated  that  this  group  should  be  Included  within  the  flnanclal  assistance 
pool,  since  It  Is  through  the  educational  system  that  man  has  acquired  the  capa- 
billty  to  advance,  that  man's  advanced  capabilities  have  contributed  to  social/ 
technological  changes,  and  that  it  Is  to  these  changes  which  this  age  group 
must  adjust,  It  Is  therefore  argued  that  the  education  system  Is,  in  effect,  re- 
sponsible to  those  cltlmut  who  are  In  need  of  relearning  or-  updating  present 
skills. 

(4)  f  he, ^u)  year  old  and  over  affemtof/ory 

tlus  age  category  might  be  designated  as  consisting  of  society's  established 
citlisenK.  ir  is  within  this  age  group  that  one  can  identify  individuals  who  will 
no  longer  change  occupations,  the  pre-retirement  and  retired  citijjeui 

It  Is  argued  that  this  group  shoiUd  be  included  in  the  flnancial  assistance 
pool.  «luce  individuals  within  this  group  may  experience  the  greatest  number 
and  degree  of  personal  and  role  adjustments.  It  l.s  this  group  which  must  adju^it 
to  Increased  leisure  time,  to  sudden  and  unexpected  Josses  of  spouse,  and*  io 
severe  Income  changes  as  a  result  of  retirement. 

Informnfton  for  neohton  AlaUino 

Tahle  I  provides  the  1978-74  estimated  comparison  of  popuhitlons,  eligibility 
and  attendance  for  Rhode  Island  clttmis  by  age  groupings. 


Total 

18  to  24  yr 

2b  ro  34  yi 

35  m  54  yr 

SS  yr  and 
older 

Nuiiibef  dfcltlzm  

275,200 

40,400 
7 
18 

12^.000 
-72,900 
58 

32,500 
26 
45 

127,000 
66  900 

11,700 
9 
18 

21^.600 

ss,f:oo 

42 
4.  ,00 
2 
5 

203,000 
46,900 

1,000 

3 

toeHninn  Point  t 


If  age  has  been  selected  as  an  awarding  criterion,  either  \ 

(1)  Rank  the  following  age  groups  into  the  order  which  will  receive  priority 
for  financial  assistance, 

OR 

(2)  indicate,  by  n  percent  to  each  age  category,  the  fashion  In  which  available 
resources  will  be  divided  or  earmarked. 


Ago  groupings  Sefeetod  rank        Solettod  poreontago 

'  ' '  "i" ' —  '  " ' — '  •  •  —  '  "'*""  "     * — 

18  to  24  yr  old  

25  l0  34yr  old  *  

35  to  54  yrold  

55  yr  old  and  over..  -  


vxmiVM  NOi  JJs  mim  mim  to  ooN^i'ttiam'tij  to  kduoational  costs  as  an 

AWAimjNO  CttlTlittlON 

Vhe  ProUem 

iniis  i)roblem  addresses  the  conflict  which  arisen  from  two  opi>bsjtigphitoidoi)hl« 
cat  perspectives  on  the  purpose  of  financial  assistance ; 
Financial  assistance  should  reward  merit 
l^'lnanclal  asslr^tance should  subsidise  the  needy 
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PARENTAL  ANNUAL  INCOME  OF  RHODE  ISIANDERS  BY  SAT  AVERAGE,  HIGH  SCHOOL  SENIORS  (m-U)^ 

|The  dllema  which  surfaces  Is  the  observdllqrt  m  a  student's  ability  to  score  well  on  the  Scholastic  Aptitude  Test  <an 
|xamlnatlon  which  has  been  traditionally  employed  to  predict  a  student's  college  success)  correlates  with  the  student's 
family  income) 


SAT  average  average  Income 


750  to  800  ,  1  ,  ,     ^  $2D.40O 

700  to  749   12? 

650t0699                                            .    .                                      ..  243; 

600t0649  \   6  593 

550t0599  ,                                .        .  4  401 

500 to 549  .  M.  .             :  :            :   [Im 

46oto499         .                     :        :  3595 

400t0449                          .......       .1                                                :  3  141 

350t0399                                              .      *            :  2  550« 

300  to  349                              .    I  924 

250 to  299     0  7281 

20010  249   |6;482 

Total  ,   113.492 


1  Source!  Admissions  Testing  Program  College  Entrance  Examination  Board. 

1]h^  effect  of  selection  by  Income,  therefore,  would  not  r^jwai'd merit  and  so 
with  the  cotiverse. 

ftk  OptbuB 

There  are  three  options  nvnlluble  to  the  policy  maker ;  they  are  i 

( 1 )  Do  not  use  ability  to  contribute  an  an  awarding  criterion, 

(2)  Prioritize  the  expected  parent/student  contribution  of  the  applicant  pool, 
so  that  available  resources  will  be  dlreoted  Initially  to  the  ttrst  group  of  selwted 
students  and  will  sul)«etjuently  How  to  other  groups  to  the  extent  to  whlcli 
renmlnlag  resources  penult, 

(8)  iJivlde  the  available  resources  in  some  fashion  so  tltat  portions  of  these* 
resources  are  eariharked  for  selected  groups  l)y  ability  to  contribute  so  as  to 
ensure  the  selection  of  reclplent.s  by  all  Income  categories. 

For  the  puriwse  of  argument,  the  potential  student  cltlaenry  may  be  divided 
into  four  subcategories  by  Income. 

(1)  iStmtents  fmn  tamlUen  toith  mmmt  incamGB  less  than  $^^000 

It  Is  argUiHt  that  this  group  should  be  given  priority  for  stnte  financial  assist" 
ance<slnce  It  is  this  group  which  experiences  the  greatest  financial  need.  Also, 
«this  group  traditionally  shows  the  largest  academic  gain  from  postsecoudary 
experiences! 

(2)  i^tmientH  fmn  fnmUles  with  ammut  immmes  of  $1fiOO  to  $9tt)00 

It  Is  argued  that  this  group  should  receive  priority  for  state  flnnncial  assistance 
conslderutloih  Although  the  financial  need  of  lower  Income  groups  Is  more  severe, 
the  lower  income  group  exhau^s  available  financial  assistance  funds  leaving  In- 
sulhclent  resources  other  than  loans  to  meet  the  financial  need  of  the  other  groups. 

(8)  Stmtmts  from  families  with  annuat  Inmmm  of  UOfiOO  to  $14^09 

It  is  argued  that  this  group  sliould     inchuled  within  the  financial  as^ilstauce 
pool,  since  Its  financial  needs  are  sui)stantinl.  Also,  its  Bcholastlc  At)tltttde  Scores 
are  significantly  higher  than  the  lower  Income  groui)s,  thus  assui*lug  greater 
academic  success  at  the  iwstsecondary  level. 
.  (4)  students  fmn  famlUm  iolthjmmut  Ineomcs  om*  $1(100 

It  Is  argued  that  this  m>y\p  .should  receive  priority  for  financial  assistance, 
since*  It  Is  this  group  which  demonstrates  the  highest  SAT  scores  and  thus  th^ 
greatest  potential  academic  success* 

InfomaHofi  for  DetHsion  Mdkhiff 

Table  II  shows  a  couipartson  between  ettgtbtllty  and  full  time  attendance  by 
family  hicome  for  those  18-24  year  olds  who  are  dei^endent  uixm  faa^lly  sui)imrt. 
This  group  of  students  represents  73%  of  the  total  number  of  ttliode  Island  citl* 
m\H  who  are  attending  traditional  posb.<ecoudary  education  on  u  full  time  basis. 
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TABU  It 


Numbei 


Number  of 


l8to248rngla   

Family  income  dependents    dependents  attenders 


leingla  }8to24sngte  uil1«tjme 


Under  14,000   3,!50  1,400  44 

$1000  to  14.999  4  -   l.iOO  300  2« 

pOOOtOpfc;*^^              :    llgOO  ^  400  26 

$6  000  to  $6  999   1.850  LSOO  69 

$7  000  to  $7999   •    2,250  1.500  68 

$8.00010  18  999  ,  4   5.300  3,600  68 

IlKOT^^^^    10,400  7,100  69 

$15  000  to  $24  999   *  f'tSS  IS 

$251000 and  over   2.250  1,500  68 

Total   33,850        19,700  S 

Note:  All  lisures  have  been  rounded  to  the  nearest  SO.  1969  family  iocpme  has  been  used  to  facllltatd  analysis  by  In* 
spection.  Family  income  has  increased  approximately  28  percent  since  the  1969 census  collection  to  September  1973. 

DevMon  Potnt 

It  ability  to  contribute  to  the  costs  of  post$econdary  education  hm  been  selecte<l 
as  nti  awarding  ct'lteHon»  either : 

(1)  Rank  the  following  income  categories  Into  the  order  which  will  receive 
priority  for  financial  assistance, 

OB 

(2)  Indicate  by  a  percent  to  each  income  category^  the  fashion  in  which  avail- 
able resources  will  be  divided  or  earmarked. 

selected  Selected 

Income  groupings  rank  percentage 

Less  thdh  $7,000  

$7,000  to  $9,999  1.  *  *  

$10,000  to  $14,999...  ..4  ^  *  

$15,000and  greater*.....  * 

l»U0ni.HM  N*0.  8  I  t;SLSO  SOMOtAStXC  AOnlBV^.MfiNt  AS  AN  AWA1U)1N0  CUtrBJIUOiV 

The  PyoWem  * 
Tlil«  problem  again  arises  out  of  two  stances  on  flnanclal  assistance  s 
A  Moclal  Investment  sitch  as  financial  assistxince  should  be  made  so  as  to  ensure 

the  greatest  possible  economic  and  constructive  return. 
Flnandal  assistance  should  be  awarded  so  as  to  accommodate  the  financial 

needy. 

The  Ofithns 

Thore  are  three  options  available  to  the  policymaker  j  they  are! 

U)  Ho  not  use  scholastic  achievement  as  an  awarding  Criterion, 

(2)  Priori tl55e  the  scholastic  achievement  i)t  the  applicant  pool  so  that  ttva  • 
able  resoui'ces  Will  be  directed  initially  to  the  first  group  of  students,  and  will 
sul»Ho<iuehtly  flow  to  other  groups  to  the  eictent  to  which  remaining  resources 
p*»Hnlt.  ^  . 

(li)  lilvl'le  the  available  resources  In  some  fashion  so  that  portions  of  these- 
resntirces  are  .earmarked  for  selected  scholastic  achievement  grouiw  to  ensure 
the  selection  of  recipients  from  all  age  groups. 

The  IfifiUf) 

Traditionally*  scholarsiilps  have  been  designed  to  serve  the  purpose  of  encourag* 
Ing  and  rewarding  outstanding  scholastic  achievement.  Operating  within  a  con* 
te.\t.  of  euual  educational  opportunity,  and  the  knowledge  of  the  correlation 
between  family  Income  iind  S.A.1\  scores,  a  Judgment  must  be  made  If  selection 
by  this  criterion  promotes  aa  etiual  opportunity  i)rlnclple. 
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Infomution  for  DeoMw  Making 

Tnble  III  shows  the  estimated  self  reported  high  school  grade  point  average 
for  the  1978-73  coUege-bouud  high  school  seniors  in  Rhode  Island. 

TABU  III 


Number 


Female 


Total 


Percent     Number     Percent  Number 


Percent 


3.75  to  4,00   230 

3.50  to  3,74...-   249 

,3.25  to  3,49   354 

3.00  to  3.24.   522 

2.75  to  2.99   381 

2.50  to  2.74  ,   440 

2,25  to  2.49   316 

2.00  to  2,24   ZZ6 

lJ5toL9V   62 

1.50  to  1.74   54 

Onder  1.50   25 

N  umber.   2^^V 

Mean...   2*90 

Standard  development   «58 


8 
9 

!2 
18 
13 
IS 

H 

2 
2 
1 


438 
389 
436 
624 
391 
412 
225 
158 
37 
25 
16 


3,151 
3.08 
.56 


14 
12 
14 
20 
12 

5 
1 
1 
I 


668 


ti  146 
772 
852 
541 
384 
l9 

^ 

41 


6.010 
2.99 
.58 


11 

W 

19 

1 

6 
2 
I 
1 


Table  IV  shows  the  soholadtio  aptitude  scores  for  the  1072-73  college  bound 
high  school  seniors  in  Rhode  Island, 


TABLE  IV 


SCOfO 


Male 


Femele 


Total 


Number     Percent     Number     percent  Number 


Percent 


750  to  800.. 
700  to  749.. 
6S0  to  699.. 
600  to  649.. 
550  M  JW.. 
500  to  i49.. 
450  to  499.. 
400  to  449.. 
350  to  399.. 
300  to  349.. 
250  to  299.. 
200  to  249.. 


VERBAL 


7S0to800.. 
700 10  749.. 
650  to  699.. 
600  to  649.. 
560  (0  599.. 
500  to  549.. 
450  to  499.. 
40OtO  449. 
350  to  399.. 
300  to  349  . 
250  to  p9.. 
200  to  249., 


Number  

Mean  

Standard  deviation. 

MATH 


Number....*  

Mean... 

Standard  deviation. 


6 
38 

% 

295 
529 
703 
670 
715 
483 
241 
57 


0 

4 

0 

1 

32 

1 

2 

.72 

2 

5 

189 

5 

7 

291 

8 

l\\ 

\l 

17 

701 

18 

18 

667 

17 

12 

408 

11 

6 

185 

5 

1 

42 

1 

18 

173 
395 
586 
li080 
1  417 
1  371 
1  382 
891 
426 
99 


2 
5 

il 
1? 

17 
11 
5 
1 


4.044 
440 
105 

3.856 
444 
100 

102 

38 

I 

0 

40 

1 

101 

2 

2f 

1 

126 

I 

240 

6 

97 

3 

337 

362 

195 

557 

il 

559 

il 

422 

i 

981 

17 

669 
694 

674 

1.343 

1? 

(Ai 

1.361 

591 

15 

75b 

19 

If  341 

{f 

427 

11 

637 

14 

964 

12 

265 

7 

354 

9 

619 

8 

81 

2 

118 

3 

199 

3 

16 

0 

14 

0 

30 

0 

109 

460 
96 

7.898 
ld4 

EI\IC 
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Deoiaion  Point  * 
I£  sdiolastlo  nchleveuM^iifc  bus  \mm  u^lmteA  as  an  awarding  criterion,  either  i 

(1)  8uul<  the  toUowintf  «c»holnstlc  achievement  categories  Into  the  order  which 
wlU  receive  priority  tor  ilnunclal  assistance, 

OR 

(2)  ludicMite  hy  a  iH>rcent  to  each  category  the  fashion  In  which  avallahle 
re«ourc€teJ  will  be  divided  or  earmarked. 


Achievement  level  Selected  rank         Selected  percentage 


Superior:  Highest  5  percent 
Above  average;  15  percent. 

Average:  SO  percent  

8elow  average:  15  percent, 
lowest;  5  percent.*^....^. 


WlOBtKM  JlO.  4:  USING  I'HEVIOUS  l»OSTSKCONDAUY  EDUCATION  AS  AN  AWAUDINQ 

CUITKUION 

The  Vrohlmi 

l^hls  problem  stems  from  the  question  t  Is  it  of  greater  benefit  to  society  to 
liave  many  citl/iehs  of  varying  degrees  of  Dost^econdary  education,  however 
minimal;  or  are  society's  interests  better  served  by  having  fewer  but  more 
completely  t)ostsecondury  educated  clti^sens? 

The  OpUona 

There  are  three  options  available  to  the  policymaker;  they  arc: 

(1)  1)0  not  use  previous  postsecondary  education  as  an  awarding  criterion, 

(2)  Priorities  the  level  of  education  of  the  applicant  voo\  so  that  available 
resources  will  be  directed  Initially  to  the  first  grottp  of  selected  students,  and  will 
MtibsetiUently  flow  to  other  groups  to  the  extent  to  which  remaining  resources 
permit. 

(3)  Divide  the  available  resources  in  some  fashion  so  that  portions  of  these 
resources  are  earmarked  for  selected  groups  to  ensure  selection  of  recipients 
from  all  groups  by  level  of  previous  postsecondary  education. 

The  tasiie 

For  the  purpose  of  argument,  the  potential  student  cltl^^enry  can  be  divided 
Into  four  subcategories* 

(1)  Mtf/lhte  Htuitmta  with  m  nvcvious  poHtaeernktarv  eduoatim 

It  is  argued  that  this  group  should  receive  priority  for  state  financial  assist* 
nnce,  since  it  is  this  groui>  which  has  the  most  to  be  gained  from  an  educational 
exporience  beyond  Itigtt  school. 

(2)  Lowef"  itMalofipnatat^emdary  aiudc^its 

This  group  consists  of  students  who  are  enrolled  in  the  first  two  years  of  post- 
i^econdary  edttcntion,  freshmen  and  sophomores*  It  is  argtted  that  this  group, 
should  be  Included  within  the  financial  assistance  pool,  since  a  two  year  post-^ 
secondary  educational  expertenc<i  is  sufficient  time  to  develop  competencies  ca- 
pable of  gaining  satisfying,  adequate  learning  employment.  A  further  brief  Is 
that  it  is  a  social  luxury  to  finance  students  beyond  this  level. 

(3)  Vpl)OiuUi>Mm%tmtae(md(wy  aiii^^^^ 

This  age  group  consists  of  studf^Mts  who  are  enrolled  in  the  last  two  years  of 
postsecondary  education,  juniors  and  seniors,  tt  is  argued  that  this  group  shottid 
1)0  included  in  the  flncyicial  assistance  pool  since  society's  interests  hre  bettei* 
served  t)y  students  whose*educatiou  is  t»oth  broadbased  and  technically  specific. 
Such  an  education  often  requires  four  full  year«. 

(4)  PoHtgmdmite  studmtH 

This  group  consists  of  students  who  have  completed  postsecondary  education 
of  the  Bachelors  level.  It  is  argued  that  these  students  should  receive  financial 
lisststancc  since  it  is  upon  these  students  whom  society  depends  for  leadership,, 
advanced  research  and  problem  resolution. 

tnffyrmaUm  foi"  beeMm  MaUinff 

Take  V  estimates  the  years  of  school  completed  foi*  Ithode  Island  eltlsjens  by 
age  grouping. 
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TABLE  V* 


Ago  category  <   

Voars  completed  Total       ]8To  24       25  to  34       35  to  54     55  and  over 


HIghschOoL.*.                               203,650         51,700  43,650  73,500  34,800 

IcWgrA^^^^^^   •         28  300          13.150  4,700  6,550  3,900 

2co  ege:i  .  .        r../.r  .  .....          27  700           9,700  4,950  8.200  4,850 

3cu  eie                                 ...         13  VOO           5,SD0  3.  00  2.900  2,200 

4co  ege                      -  .-  .^           34  550          6,700  9.450  U,200  7,200 

rand  over ///^^^               24,100          1,400  8,600  9.300  4,800 

t  Estimated  1973-74  from  table  148, 1970  census  report, 
)  All  numbers  have  been  rounded  to  the  nearest  50. 

DcclHlon  Paint 

If  .previous  po^tsecondiiry  edueatiou  has  hepu  sele«te(l  us  an  awawUng 

cM'itorion,  either  :  .....  *  * »  . 

(1)  Rrtul<  iiiiy  followlnff  educational  lovol  categories  into  the  order  which  will 
receive  priority  f*n*  llnancial  aasistance. 

OU 

(^)  indicate  by  a  percent  to  each  category,  the  fashion  in  which  available 
resources  will  be  divided  or  earmarked, 


Past  educational  level  Selected  rank     .  Selected  percentage 


No  postsecondary  education, 

lower  leveL«.«  

Upper  level  

Postgraduate  


milliEM  NO*  5  :  CSINO  METHOD  OF  t^UttSUlt  AS  AN  AWAKDINO  CRITEBION 

The  problem 

Traditionally,  students  of  itndergraduato  pnfitsecondary  education  have  chosen 
to  pursue  their  studies  on  a  full  time  basis  i  however,  as  the  nature  of  the  student 
has  changed  In  terms  of  a«e  and  new  educational  oinmitments,  the  educational 
eonununlty  has  witnessed  signlttcant  growth  in  Its  part*tinie  student  population. 

fhe  Options 

adhere  are  three  options  available  to  the  policymaker  i  they  are : 

(1)  Do  not  use  method  of  pursuit  as  ana  wardini2fcrtterion. 

(2)  Prlorltlsie  the  pursuit  niethml  m  that  available  resources  will  be  directed 
Initially  to  the  first  i,'roup  of  selected  students,  and  will  subsequently  flow  to 
other  groups  to  the  extent  to  which  temalniii^jf  resources  i>erttiit  ; 

(8)  iJivIde  the  available  resources  In  some  fashion  so  that  portions  of  avail- 
able resourcwa  are  earmarkeit  for  selected  student  status  to  ensure  the  selection 
of  recipients  attending  in  every  pursuit  method. 

t'or  the  t)Urpose  of  argument,  Dostsecondary  stiutents  may  be  divided  Into  two 
«ub(?ategories. 

(1)  The  futUiiiM  ntmtmt  ^  •,.^^..14 
It  Is  argued  that  the  full-time  student  ^hoKld  receive  priority  for  financial 

assistance,  since  it  would  be  a  wise  social  Investment  to  subsidiiie  thorn?  students 
who  have  chosen  to  fully  commit  their  time  atul  resources  to  the  pursuit  of  lK>st* 
secondary  educatifm. 

(2)  The  pnrMlnw  Htiidmt  ^  ^  ^  .  *  *  *  *  a  i  « 
it  Is  argued  that  the  imrt-time  student  should  be  included  In  the  financial 

n^sistance  pool,  sitice  their  part-time  status  i's  evidence  of  a  greater  educational 
cofutnitmetit,  having  to  negotiate  the  time  demands  of  botli  professional  and 
student  rold  , 
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Information  for  Decision  MaMno 

Table  VI  estimates  tlie  educational  behavior  of  Hhode  Island  students  by  age 
in  terms  of  part4ime/f uU*time  statusi 

TABLE  VI 


Ago 

Total 

18  to  24 

25  to  34 

35  to  54 

55  and  older 

11.419 
21,100 

7, 180 
4.547 

3,080 
909 

32,525 

11,727 

.  3,989 

1,172 

Decision  Point 

It  method  of  pursuit  has  been  selected  as  an  awarding  Griterion»  either: 

(1)  Rank  the  following  classification  of  student  status  into  the  order  which 
will  receive  priority  £or  flnancial  assistance, 

OR 

(2)  Indicate  by  a  percent  to  each  category  the  fashion  in  which  available 
resources  will  be  divided  or  earmarked* 

student  status  Selected  rank        Selected  per(^entd8e 

Fulltime  

Part  time  


PnOBtEM  NO.  6  t  USING  rSTPfi  OF  INSTItUTION  AS  AN  AWARDING  CRITEKlON 

Vhe  PtoUm 

Should  the  state  assist  students  who  choose  to  attend  all  forms  or  types  of 
postsecondary  activity ;  or  should  state  assistance  be  limited  to  college  study? . 

The  Options 

Inhere  are  three  options  available  to  the  policymaker ;  they  are  t 

(1)  Do  not  use  the  type  of  institutional  choice  ad  an  awarding  criterion. 

(2)  Prioritise  the  types  of  institutions,  so  that  available  resources  will  be 
directed  to  students  who  attend  the  first  selected  type  institution>  and  will  sub* 
se<|uently  fiow  students  who  attend  other  types  to  tne  e^ctent  to  which  remain^ 
ing  resources  permit* 

(3)  Divide  the  available  resources  in  some  fashion  so  that  portions  of  these 
resources  are  earmarked  for  students  who' attend  selected  types  of  institutions 
to  ensure  the  selection  of  recipients  who  attend  all  types  of  institutions. 

The  tme 

Postsecondary  eduoati6nal  iictlvity  may  be  categorized  as  taking  place  In.  four 
forms  2 

llie  Correspondence  School 

^e  Proprietary  Institution 

1?he  Private  OJraditlonal  College 

The  Public  Traditional  College 
Hhch  institutional  form  claims  to  provide  postsecondary  students  with  the 
academic  or  technical  capabilities  to  deal  with,  to  contribute  to  and  to  appreciate 
the  world  around  them. 

infomaiion  for  DeotBton  MakUiff 

Table  VII  Indicates  the  type  of  institutional  choice  by  1D?3  recipients  of  the 
Xthnde  Island  State  Scholarship 


STABLE  VH 
Institution  choice  ml  nimher  of  reoipicnta 

Correspondence  School   — — — —  -   •  \0 

Proprietary  Institution-.,-^-^  —   — — .  —   0 

Private  CoUeirtate  ^   344 

Public  CoUefflate   343 

*  Uncier  tUe  present  requirements  ruclpleuts  mny  not  uttend  this  typo  of  institution. 
Dcolston  Point 

type  of  institutional  choice  has  been  selected  as  an  awarding  criterion, 
either : 

(1)  Rank  the  following  Institutional  forms  into  tlie  or(Jer  which  will  receive 
priority  for  financial  assistance, 

OR 

(2)  Indicate^  by  a  percent  to  each  category,  the  fashion  in  which  milable 
resources  will  be  divided  or  earmarked, 

Type  of  institutian  Selected  rank        Selected  percentage 

Cofrespofidence  *  -  — .... 

Proprietary  *  

Public  coDogiate  

Private  collegiate  

PKOBtEM  NO.  7  :  VSINO  tOCVHON  OP  JNSTrrUTlONAL  CMOlCti  A3  AK  AWAUIUNO 

CMTEttlON 

The  Prohtem 

Should  financial  assistance  be  awarded  to  students  who  take  their  stipend  out 
of  state? 

The  Options 

Inhere  are  throe  options  available  to  the  policymaker ;  they  are : 

(1)  Do  not  use  location  of  institutional  choice  as  an  awarding  criterion, 

(2)  Prioriti55e  institutional  location  so  that  available  resources  will  be  directed 
initially  to  the  first  priority,  and  will  subsequently  flow*  to  stttdents  attending:  in 
other  lociitiotis  to  the  extent  to  which  remaining  resources  permit. 

(3)  Divide  the  available  resources  in  some  fashion  so  that  portions  of  these 
resources  are  earmarked  for  selected  attendance  locations  to  ensure  tiiut  re- 
cipients be  given  the  opportunity  to  attend  anywhere. 

The  tmo 

For  the  purpose  of  argument,  institutional  location  can  be  divided  into  tliroe 
sub'categories: 

(1)  Rhode  Island  Postsecondary  lastlttitions 

It  Is  argued  that  financial  assiHtattceRhould  only  subsldiJio  students  who  attciul 
Rhode  Ishuid  Institutions,  since  flnanclal  assistance  Sihould  not  serve  the  luxury 
of  accommodating  a  student's  choice  to  travel  out  of  state. 

(2)  Itiatltutions  located  in  states  that  grant  flnancial  assistance  for  the  purpo.se 
of  attending  Ithode  Island  Institutions. 

It  if4  argued  that  recipients  shottld  be  allowed  to  attend  Instlttitions  located 
in  these  states,  since  It  promotes  cooperation  among  interstate  student  exchatige 
ntul  gives  students  the  opportunity  to  view  the  life  styled  of  neighboring 
Americans* 

.  (8)  Institutions  located  anywhere  ^  ^  ^ 

It  is  argued  that  i*ccipienta  be  allowed  to  attend  an  Institution  lorated 
anywhero  sinoe  it  is  through  such  a  policy  that  the  Idea  of  academic  freedom 
can  best  be  served* 
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JnfomaHm  for  Deohhn  MaMno 

TaWe  VIII  shows  the  1073-74  estimated  educntloiml  behavior  for  Rhode 
Island's  citizens  attending  postaecondary  education  hy  method  of  pursuit,  location 
of  Institution  and  age. 

TABU  VItt 


Total 

18-24 

25-34 

35-54 

55  and  older 

Part  time: 

7.091 
4.328 

5.819 
1.361 

SI?  • 

U|6 

U.419 

7. 180 

3.080 

1.127 

Fulltime} 

  6,897 

15,375 
5,733 

3.942 
605 

696 
213 

42 
3 

21.  ioo 

4.547 

909 

.  45 

49,415 

32.525 

11727 

3,989 

1,172 

Deoinioii  Point 

If  location  of  institutional  Choice  has  been  selected  as  an  awarding  criterion, 
either : 

(1)  Rank  the  following  Institutional  locations  into  the  order  which  will 
deceive  priority  for  lltuiuclal  assistance 

OR 

(2)  Indicate  by  a  percent  to  each  category  the  fashion  in  which  available 
resources  will  be  divided  or  earmarked. 

Institutional  location  Selected  ranK    Selected  percentage 

Instate...*...  

8ut  of  state  with  financial  assistance  to  attend  Rhode  Island  sctiools....  «  
utof  state  *  *  *  

State  oi>^  MtotnoAN  DkPAttTMKNT  or  Kduoa'mok, 

Lanalnfft  MicLt  Jum  i2,  107^. 

Hon.  SKSit^  Q.  O'HAtu, 

V  hat  man,  speoiat  SubvomimHee  on  Mueatiofu 

Washhwtmh  t},V, 

Dkau  Conok^ssman  0*IlAftA  i  It  was  a  pleasure  for  me  to  Join  with  several 
of  my  colleagues  ffom  other  states  to  be  in  Washington  last  Thursday,  to  provide 
testimony  before  your  Special  Subcommittee  on  tUducation  concerning  tlie  role 
4}f  state  agencies  In  student  ilimnclal  assistance  programs*  I  regret  that  the  lim- 
ited time  available  did  not  make  It  possible  for  us  to  discuss  a  number  of  lm« 
portunt  issues  at  greater  length. 

on  behalf  of  the  Michigan  Higher  Education  Assistance  Authority,  which  Is 
i'est)onslble  for  the  State  Oompetltlve  Scholarship  l^rogiami  the  private  college 
Tuition  Grant  Progiani  and  the  Ouaranteed  Student  tioaii  l^rogram  in  this 
State,  I  wish  to  reemphaslsse  two  of  the  nmjor  points  Included  as  part  of  the 
oittclitl  testimony  presented  by  the  National  Association  of  State  Scbolai'shtp 
IH'ogmms*  The  State  Student  incentive  Grant  Program  Is,  In  our  Judgment,  an 
important  aiul  cmttlve  venture  on  tlie  part  of  the  Oongress  and  we  urge  tlmt  tills 
program  be  continued  in  futttre  years,  and  funded  at  a  1()vel  which  will  continue 
to  stimulate  state  eftorts.  Here  In  Michigan,  we  will  receive  approxliuatcly 
$832,000  to  be  used  to  match  state  scholarship  appropriations  during  ttie  coming 
sdiool  year.  Appro.xlmately  ItSoO  Michigan  students  who  otherwise  would  have 
beeh  turned  down  for  state  scholarship  assistance  will  now  receive  awards 
.averaging  $680  because  of  tiie  availability  of  federal  matclilng  funds* 

In  addition,  I  wish  to  emt)liasisie  that  we,  in  Michigan,  along  wltli  our  counter^ 
parts  in  otlier  states  tlirrmghout  the  country,  statul  ready,  willing  and  able  to 
icssume  a  greater  role  In  tlie  coordination  of  state  and  federal  student  assistance 
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proferams.  I  am  cuuvlnciul  that  tlirougli  a  shaving  oi*  rospoiislhilitles,  wotmn  take* 
full  advantage  ot  Mtiututtt  assistauoM  rusoiu'ccs  at  hutlt  .tlie  Htato  and  federal 
level  m  us  to  provide  butli  equality  f  access  and  freedom  of  dioiee  to  students 
Interested  in  postsecondury  programs  of  study. 

Kuolosed,  for  your  information,  is  a  copy  of  un  Issue  Paper  on  Student 
Financial  Assistance»  wbicb  was  recently  approved  by  the  SUite  Board  of  Edu- 
cation and  endorsed  by  the  Miohigau  liigher  Kdueatiou  Assistance  Authority. 

I  appreciate  luivlng  had  the  opportunity  to  meet  you  persotmily  and  if,  at  any 
time,  we  can  provide  you  specillo  infornmtion  concerning  any  aspect  of  the  stu- 
dent aid  programs  in  operation  in  Michigan,  we  siuiil  i)e  happy  to  do  so. 
Most  sincerely, 

lioNAtu  J,  JuasA,  Dirc0tot\  Student  Flnnnclat  AssiHtmvc  Setvivcft, 


To  t  State  Board  of  Education. 
From :  John  W.  Porter,  Chairman. 

Subject:  Staff  Issue  Paper  on  Planning  for  Student  Financial  Assistance. 

At  its  meeting  of  April  2,  1074,  the  State  Board  of  Kducatiou  received  the* 
Htixit  planning  doctnnent  concerning  student  linanelal  assistance.  The  Board  re* 
ferred  the  document  to  the  Council  on  Postsecondary  Education  for  review  and 
comment. 

The  Council  on  Postsecondary  Education  discussed  the  plaiuUng  document  at 
considerable  length  at  Its  meeting  of  May  0,  li>74.  The  Council  voted  to  eiahu'se- 
the  seven  recommendations  Included  in  the  phmnlng  document  as  follows: 

(1)  There  should  be  created,  within  the  Department  of  Education,  a  fornuil 
information  services  until  responsible  for  planning  and  evaluating  the  effective- 
ness of  Michigan  student  aid  program. 

(2)  The  State  Board  should  formally  support  a  fully-fuaded  coniprpehenslve 
federal  student  aid  program  which  provides  a  level  of  entitlement  for  llnaiu'ially* 
needed  students. 

(3)  Tlie  State  Board  should  record  Its  support  for  continuation  of  the  three 
imijor  ('ampus-i)ased  f(»deral  aid  progi'ams  (Supplemental  Educational  Opportu^ 
nlty  Grant  Program,  Natiomil  Direct  Student  Loan  Program,  and  College  Work- 
Study  Program). 

(4)  The  State  Board  should  support  the  Iniplenientation  and  continued  fund- 
ing of  the  State  Student  Incentive  Grant  Program,  which  will  provide  federal 
matehltig  dollars  for  state  student  aid  programs. 

(5)  The  State  Board  should  contiime  its  support  of  H.B.  4783,  whieli  would 
pt^rmit  up  to  30%  of  state  scholarship  awards  to  be  distributed  on  an  Indlvldmil 
high  school  basis. 

(fl)  The  State  Board  shouhl  continue  its  support  of  S.B.  451,  which  would' 
create  a  state^wlde  Tuition  Opportunity  Grant  Program. 

(7)  The  State  Board  should  continue  its  support  of  H.B.  4218,  which  Would' 
establish  a  Direct  State  Student  Loan  Program. 

tn  addition,  the  Council  on  PoiKtsMoondary- Education  suggested  that  an  addl- 
tloiml  rec*onnnendatlon  be  added  as  follows : 

TIk>  State  Boiird  of  Education  should  encourage  e(¥orls  both  witliln  MIfhl* 
gan  and  natiotuiUy  to  achieve  some  type  of  ctariaeatlon  and  conipatlbitlty 
between  diverse  systems  of  llimiu'ial  need  analysis  which  presently  serve  a.M 
a  source  of  confusion  to  parents  aiul  student*^. 
It  is  recommended  tbiit  the  State  Board  approve  the  Staff  Issue  Paper  on 
Planning  for  Student  Financial  Assistance  atul  authorisie  staff  to  take  appro- 
priate actions  to  Implement  the  seven  r(»coinmendatlf)iis  contained  in  the  Issue* 
Pai)er.  as  well  as  the  uddlthfual  recommendation  concerning  ilnanciai  needs^ 
analysis  as  suggested  by  the  C*ouncll  on  Postsecoiidary  Education. 


^licirujA.v  Dkpautmka't  oh'  Eiutatiom.  hAmtmi  MicmoA^fi  Isstiw  P\mi 
PtANMNO  i-'oa  StUDKiVr  Fi.VANriAti  AssisTANcK,  IHxKsnmu  1073 

roajiwottu 

our  complex  society  demands  of  Its  citizenry  a  high  degree  of  persomil  under- 
standing,  Interfiersonal  sensitivity,  and  technological  expertise.  To  succesuifully 
cope  with  these  expectations,  some  forni  of  lK)St^secl)ndary  i)repariitlr)U  i»ften 
becomes  a  lu'cesslty  for  nmny  Imllvlduats.  However,  this  demand  takes  i)l»ce  in 
an  econoudc  context  wlrtch  has  pushed  post-secotidary  iirograms  of  study  beyond' 
the  grasp  of  nuiny  who  could  benefit  from  them.  Thus,  student  llmuidal  assist* 
ttnee  beconms,  In  reality,  an  Important  Ingredient  affecting:  the*  ultimate  mnv^m 
t  our  democratic  social  structure. 
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Jn  light  of  the  impovtuiuio  of  this  issue,  student  financial  assistance  was  Identi- 
fied m  one  of  the  major  cono«rns  warranting  special  emphasis  in  the  Department 
of  Educatlon*s  planning  efforts.  The  attached  staff  issue  paper  provides  a  brief 
background  discussion  covering  several  key  facets  of  this  issxie,  and  a  series  or 
recommendations  whereby  Michigan  can  enhance  its  efforts  to  deal  with  the 

^^^MjW  of  the  observations  and  recommendations  included  in  this  issue  paper 
reflectr  tlie  discussions  and  positive  statements  of  the  Michigan  Higher  F/ducutloii 
Assistance  Authority  which  has  the  statutory  responsibility  for  advising  tlie 
'State  Board  of  Education  en  nmtters  relating  to  college  costs  and  programs  of 
student  financial  assistance.  It  is  anticipated  that  a  variety  of  specific  irecom* 
mendatlons  will  be  forthcoming  annually  from  the  Authority,  in  conjunction 
with  Department  of  Education  «taff,  to  assist  the  State  Board  In  its  ongoing 
ett'orts  to  speak  both  eflldently  and  effectively  to  this  important  issue  of  student 
assistance.  ^  „ 

Siiperintetident  of  PuUio  Instruction, 

PLANNING  FOtt  STtTPENt  HNANCIAI.  ASSISTANCE 

J»  Introduction 

The  issue  of  student  financial  aid  is  a  complex  and  controversial  one.  The  con- 
cept today  operates  under  a  variety  of  definitions,  through  a  multitude  of  of- 
llcfs.  in  a  wide  range  of  forms,  and  is  expected  to  support  a  variety  of  pur- 
poses and  causes.  Mention  the  term  "finarclal  aids'*  to  any  number  of  students, 
or  tnmilles  and  one  will  likely  receive  a  contracting  definition  from  each  one, 
as  all  expect  this  concept  to  conform  to  their  individual  priorities  and  needs. 
Ask  n  financial  aids  administrator  where  one  should  look  for  financial  aid,  and 
you  will  doubtlessly  be  turned  in  a  variety  of  federal,  state,  and  local  directions 
in  pursuit  of  these  elusive  funds.  Aiiking  similarly  what  form  student  aid  takes, 
one  is  bom))urded  with  a  variety  of  terms  such  as  scholarship,  grant,  tuition 
wjilver,  loan,  work-study,  packaging,  etc.  Kach  of  these  has  a  very  distinct  tech- 
ulcal  Interpretation  which  carries  little  uniformity  of  public  understanding  and 
acceptance.  Finally,  when  one  asks  what  role  financial  aids  should  play  in 
society  at  large,  a  variety  of  responses  are  also  received.  In  recent  years  student 
financial  aid  has  come  to  prltnarlly  support  the  goal  of  access,  but  it  is  also 
alluded  to  in  terms  of  support  for  diversity  of  programs,  support  for  academio 
excellence,  a  vehicle  to  suptmrt  student  institutional  choice,  etc.  Multiplicity  of 
purpose  is  not.  in  Itself,  bad,  but  such  policy  cannot  be  handled  effectively  unless 
all  such  potential  goals  are  clearly  addressed  and  articulated  in  a  comprehensive 
priority  system.  The  alternative  tends  to  be  confusion  and  contradictory  pro- 
gram expectatlonsi 

Additionally,  one  must  also  candidly  indicate  that  neither  the  abstract,  con* 
cpptualljjatlon  nor  the  pragmatic  reality  of  "financial  aid"  operates  in  a  vacuum. 
Both  are  subject  to,  and  Indeed  part  of,  a  much  larger  societal  fabric  with  Its 
overriding  priorities  and  concerns. 

The  relative  paucity  of  universal  "trttths**  in  this  field  does  not,  however,  In  atiy 
way  diminish  the  State's  responsibility  for  thorough  planning  and  evaluation  In 
this  area.  Instead,  it  simply  highlights  the  critical  need  for  such  action  if  the 
legitimate  needs  of  Michigan  residents  ai^*  to  be  responsibly  addressed. 

Before  the  platming  process  can  ^'C  engaged  in  a  meaningful  manneri  how* 
ever,  there  must  be  available  Information  as  to  (a)  a  mutually  acceptable  def- 
inition regarding  the  concept  of  student  financial  aid,  (b)  an  understanding  of 
the  background  of  the  field  and  its  current  major  programs*  (c)  .a  perspective 
regarding  the  relative  adequacy  of  current  expenditures  in  this  field,  (d)  nn 
overview  of  the  present  delivery  system  matrix,  and  (c)  an  idea  of  the  nature 
of  some  of  the  central  issues  of  present  concern  In  the  field.  This  paper  will 
address  each  of  these  major  areas. 

//.  t)efinHton---fhe  ^^Demonsimted  Ifet^d**  liasts  of  Ourrent  MnaMtat  Aid 
AdmlnMration 

To  begin,  an  acceptable  definition  of  "finftndial  aid**  must  be  identified  to  give 
dlrecthm  to  tlie  paper's  subsequent  considerations.  Since*  at  present,  the  Underly- 
ing thread  which  seems  to  permeate  the  student  financial  assistanee  field  is 
that  of  "demonstrated  financial  need,**  it  appears  reasonable  to  use  that  con- 
cept as  the  basis  of  this  definition. 
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While  several  wujor  systems  of  formalized  **flnanclal  needs  assessment"  exist, 
and  It  is  not  the  purpose  of  this  paper  to  evaluate  their  relative  merits,  Just 
about  any  student  applying  for  assistance  vvlll  be  subject  to  such  evaluation,  The 
result  of  this  evaluation,  after  duo  consideration  of  family  and  student  Income 
and  assets,  in  a  formal  dollar  figure  called  the  '^e^pected  family  contributloni** 
This  figure  represents  the  amount  which  the  system  feels  that  the  family  should 
reasonably  be  able  to  to  contribute  to  the  student's  educational  expenses  for  the 
school  year  in  question.  This  figure  is  then  subtracted  from  the  stated  school 
budget  for  the  particular  academic  year  Involved,  and,  if  there  is  a  positive 
remainder,  this  amount  constitutes  what  is  called  ''demonstrated  financial  need*' 
for  assistance.  After  this  calculation  has  been  completed,  a  wide  range  of  aid 
resources  are  marshaled  to  assist  student  applicants  with  "demonstrated  financial 
need,"  to  help  insure  that  their  lack  of  resources  does  not  preclude  continued 
study. 

For  purposes  of  the  discussion  here,  resources  brought  to  bear  on  these  ''demon- 
strated financial  need"  figures,  thus,  shall  constitute  the  definition  of  "financial 
assistance." 

///.  StiUlent  flnmciitl  as&lstance^A  histmv 

Historically,  prior  to  the  mid  3950*s  there  was  little  or  no  uniformity  us  to  what 
co!i«tltuted  '•(leinonstrnted  need"  and  as  to  Low  resources  which  were  available 
could  most  equitably  be  distributed.  The  general  student  aid  concept  has  actually 
been  around  practically  from  the  inception  of  post-secondary  study  In  this 
country,  but  aid  funds  for  the  "indigent"  were  initially  Very  limited  in  quantity 
and  administered  according  to  each  individual  institution's  personal  sense  of 
justice.  Uniformity  in  allocation  did  not  begin  to  develop  until  the  mid  lOaO's 
when  a  group  of  schools  voluntarily  banded  together  in  developing  what  is  now 
known  as  the  College  Scholarship  Service  (CSS)  needs  analysis  methodology. 
This  subsidiary  organ  of  the  College  Entrance  Examination  Board  became  the 
first  national  needs  analysis  system*  and  is  still  in  operation  today. 

"The  CSS  came  into  being  principally  as  the  result  of  requests  from  a  number 
of  member  colleges  of  the  Board  for  a  standardised  method  of  determining 
parental  financial  contributions  toward  the  costs  of  attending  college.  Competitive 
bidding  for  students  With  exceptional  intellectual  promise,  or  other  desirable 
talents  ♦  ♦  *  had  reached  proportions  that  were  of  widespread  concern.  In  the 
view  of  many  people,  funds  in  limited  supply  were  being  expended  unwisely  in 
the  competition  to  induce  exceptional  students  to  enroll  at  particular  colleges."* 

Prior  to  1D38,  also,  most  student  aid  was  provided  either  directly  by  the  schools 
themselves  or  through  private  philanthropic  endeavors.  During  the  decade  of  the 
1950*s,  post*secondary  training  was  viewed  to  a  large  extent  as  a  privilege  of  the 
relatively  afiluent  or  the  academically  talented,  and  financial  aid  came  to  be 
defined  more  in  terms  of  a  reward  for  academic  excellence  than  as  a  resource  for 
the  needy.  This  trend  has  now  largely  been  reversed,  bringing  financial  aid 
primarily  under  the  "demonstrated  need"  umbrella  identified  earlier. 

In  addition  to  an  increasing  variety  of  private  and  institutional  aid  programs 
which  have  been  developing  for  needy  students,  the  Federal  government  entered 
the  general  student  aid  scene  with  its  first  "need  based*'  program  In  1958.  That 
year,  the  Congress  established  the  National  Defense  Student  Loan  Program 
(N.D.S.L.)  whereby  "needy"  students  became  eligible  to  borrow  funds  to  continue 
their  study,  with  repayment  not  scheduled  to  begin  until  after  they  left  school. 
Originally,  this  program  was  directed  only  toward  specific  areas  of  study,  but, 
in  recent  years,  these  restrictions  have  largely  been  eliminated,  The  title  of  the 
program  itself  was  also  recently  changed  to  the  National  Direct  Student  Loan 
Program. 

Then,  In  1063,  the  Federal  government  also  created  the  Collcgo  Work-Study 
(OWS)  and  Educational  Opportunity  Grant  (BOO)  Programs,  ^the  former  was 
designed  to  support  the  employment  of  needy  students  and  the  latter  provides 
direct  Federal  grants  to  hlgh*need  students.  More  limited  need  based  Federal 
programs  were  also  subsequently  added  to  enhance  the  development  of  trained 
pei'jionnel  In  shortage  areas  such  as  the  health  professions  and  law  enforcement. 

Finally,  In  1072,  a  new  Federal  Basic  Educational  Opportunity  Orant  (BEOO) 
program  was  created.  (This  program  Is  projected  as  a  basic  entitlement  concept 
whereby  all  students  can  be  assured  of  at  least  a  basic  financial  aid  foundation 
of  .$1,400.0()  to  support  their  post-secondary  studies.  Again,  a  financial  needs 

'  iiVct()  ipi>ortc7ttf«  to  Siiid^nt  ^Inamtnt  Atdi  C^JfiB,  New  tork,  1071,  t>. 
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test  in  employed  to  eviihuite  Uj«  ainount  which  the  fuiuily  should  misonahly  ho 
able  to  coutrlbute  and  If  It  Is  lesH  than  the  stliiuluted  $1,400,00  foundation  flguns 
Federal  «rant  monies  will  be  added  to  Insure  that  the  basic  entitlement  Is  met. 
Slmte  this  program  is  so  recent,  however,  anil  since  It  has  not  yet  reached  full 
funding  (only  some  $120  million  was  alloted  nationally  for  1973-74),  its  impact 
upon  the  student  aid  scone  remains  In  need  of  further  evaluation,  . 

Alonj?slde  tliese  efforts,  the  State  of  Michigan,  in  1060,  established  Its  own 
Guarantewl  I^oan  Program,  whereby  students  obtained  loans  from  private  lenders 

.  with  an  accompanying  State  guarantee  of  repayhient.  If  the  student  met.  with 
death,  disability,  or  happened  to  default  cm  his  responsibilities.  In  1008,  this 
program  became  assoo^^te^^  with  the  new  Federally  Insured  Student  toan  ven* 
ture,  and,  in  1072,  it  r.:  >  i'  ltahllshed  demonstrated  need  as  the  basis  for  rct'lpleiit 

'  Interest  benefits. 

In  parallel  thn  \  „  in  1904  and  1086  respectively,  the  Michigan  legislature 
established  a  CJomiietltlve  Scholarship  Progratn  for  students  demouKtratlng  both 
*  academic  ability  and  financial  need,  and  a  separate  Tuition  Grant  Program  to 
help  etpmlixe  expenses  between  public  and  private  colleges  so  that  needy  students' 
post-secondary  cholces*nould  not  be  limited  by  this  differential. 

From  the  above,  It  ci/\  be  concluded  that  t!ie  financial  aids  picture  today  is 
largely  composed  of  a  mixture  of  scholarships  (bused  on  academic  excellence 
and  demonstrated  need),  grants  (based  on  demonstrated  need  alone),  loans, 
(largely  need  based),  and  work  opportunities  (need  based  at  least  wlien  utilising 
federal  subsidies).  Major  public  governmental  programs  have  also  become  the- 
prlnmry  source  of  student  nld,  with  private  resources  now  playing  a  secondary 
role  In  terms  of  overall  dollar  availability  and  applicability,  For  the  nnrnt  part,, 
when  a  stttdent  ai)plies  for  financial  assistance  at  ills  or  her  campus,  and  estab* 
lifihes  eligibility,  a  variety  of  the  above  types  of  aid  aa*  *'tmcUaged**  or  (♦onil)lned 
to  help  meet  the  demonstrated  need  figure  which  has  been  formally  established. 

/r.  Mlvhimm  studen4  assMancv  (Udtar  deftolt 

To  facilitate  state  leVel  t)hUmlng  regarding  student  aid  resources,  it  is  Iniportant 
to  determine  the  relative  adequacy  of  t!ie  current  dollar  amount  of  this  mixture 
of  Htndent  aid  resources.  Wliile  data  in  this  regard  Is  very  dlfticuit  to  obtain,  hy 
reviewing  the  annual  Tripartite  Forms  filed  by  Michigan  colleges  and  universl- 
ties  with  the  U.S.O.Em  an  attempt  to  assess  the  iJorceived  adcauacy  of  ctirrent 
student  aid  programs  can  be  nmde.  Reviewing  current  Tripartite  documents,  the 
following  sununary  can  be  inade  regarding  student  aid  available  in  Michigan  for 
the  1072-'73  academic  year ! 

RESOURCES  AVAILABLE  AND  UNMET  N££D  ' 

Pdfcenl  ^  .  ^ 

Resources      need  Totel  need* 

evailabld      met  amount 

I.  Present  attendance  costs  of  student  with  demonstrated  need  to  Michigan 

colleges  and  universities  fflf  the  1972-73  school  yearJ  (Minus  deduc-  .  ^ 

llonsfor  existing  resources).. ..........i  .,..,.  ,4...^  j25i>  000,000 

A.  Minus  expected  family  contributions-. ^..-^,vA'.';;;;'.-^*'^^r'v■^  4FM50,000,000 

B.  Minus  existing  institutionat  aid  (includes  St5,50O|00p  In  direc 

State  approjirialions  to  public  universities  for  Institutionat  ... 
student  aid  programs)  ir-y-iiVrf^KW^-r'Aiv   3S'0<*0,000     .  .  14  Mi5,000.000 

C.  Minus  existing  other  aid  soufces  (includes  $33,000,000  In  State 

competitive  scholarsh  ps,  tuition  grdn  s  and  guafaiiieed  loans). . .   35, 000, 000        14    J  80, 000, 000 
0.  Minus  existing  Federal  programs  (EOQ,  NDSL,  CWS)   40,  000,  000         16    MO.  OOO.  OOq- 

Total,  resources  available  211,000,000    '  84  

H^ftoflalnlng unmet rtdedm«-73)...^  -  -  ~  '      (16),  M0,00O,O00 

t  this  ligufd  was  complied  from  Item  54  of  the  rederal  Tripartite  fermi  It  estimates  the  total  sum  of  student  expenditures; 
fer  tuitiori  fee^^^^^^  board,  and  miscellaneous)  for  ail  needy  students  epplylng  for  aid  durthg  the  acad()mlc  year. 
» Unmet  remainder.  .  . 
i  0v«Mll  unmet  remainder. 

Prom  this  data,  It  1m  noted  that  for  the  l»T3-73  school  year  there  exluted  an  aid 
deficit  of  Home  $40  million  in  the  State  of  Mtcht«an,  Thty  repreHented  about  1«% 
of  «tudent  expenses  for  those  tt8«lstance  ai)pltcantij  enrolled,  who  evidenced 
demonstrated  ♦^eed* 
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WhlU.  the  full  immc^  i)f  tliP  new  fcdevul  Bnslc  Educatiwml  Opiwrtiuilty  Oriiut 

iSuus  5  d  ) "  the  piist  on  the  othei-  exlstinj!  fwloml  studout  Hi(l 

?)SIu?«i  tl  Vt(Xu^  win  t).^  artdwl  U)  th«  student  aiKl  '•es|.rv..l.  l.v 

do  iilo  ve-ii'.  NO  otliw  aubsttuitliil  Irtcwnso  ill  mm\\  vesnurcos  oim  bo  rtntlolpntca 

oVv  v^c  l«H  iSiS  lovol  In  tor  lis  ol'  ntUleil  State  C<>muiltnuMit.  fli'ui  siipiwi't  Ims 

ii«  I'd  til  S  urns  from  $S()0  to  wldch  wove  vet-ent  y  etiat-ted  by  tho 

Mid  i  n  t  re/.C  l««f«mHe  In  student,  aid  I'esrm roes 

fin     I'ealfffl^mtiai..ited  from  either  the  instltntloiml  or  pi'lvnte  seetora 

''*ThnM''"rairolso  wero  to  reinaln  wiuul  (I.e.,  no  inovoa.s(nl  sdioolUiK  costs,  no 
inorSed  oviiMi  I  eim  no  liu'reaswl  iieiwiitatJOM  «£  dlsadvniitaKod  stn- 

E  trw  th^ri'aiiilS  ete.)  the  State  still  faces  an  overall  stiulout 

ttltl  deficit  o,  .sonieWiullUon  for  the  1078^^^  w  i..,ii 

111  1  S  some  further  t'ompllcatltiK  fachn-s  \Wilch  tend  to  li  dU 

cutS  S  thtXtXmar  diclt.  If  thoroUKhXv  researched,  would  be  even  greater. 
StHiie  kev  t>n-rtts  of  coiiHlderutlon  here  are  the  fo  low  n« ;  . 
s»)nieKt.^  p  01  pmllcuted  on  family  acceptance  ant  supiioit  of 

tluM-siii  llv-  1  or  imtlvo  s  andarrtlxeil  needs  assessment  tee  in  qucs  which 
iuive  TiiMi  nm       to  establish  the  expecttnl  family  contribution  factor!? 

'''aK-S'S^^^^^  of  this  paper  Is  not  to  attempt  to  a.sscss 

thorcffh-e  me  ats  a  Id  einlta^  of  lUiy  particular  iieecs  assessiiieiit  tech- 
n l  ue  But  i  S^^^^^^  ^'e  stated,  that  there  is  substant  al  disagree. 

levied  by  the  national  needs 
sMSsinSt  p  ScedK  Whether  responsible  individuals  clioose  to  vl«v  tl'j^;;' 
SS'iis  as  Slid  iiiul  whether  they  choose  to  act  on  tliein  Is,  of  course,  dls- 

"'ffiiVSf  Se  teT^So^Ss  that  the  overall  family  contribution  ll«Ure 
•   being  pSected  may  well  be  inaccurate,  thus  In  essence,  exp*iiull.n«:  the 

'"^i'i^^ t^':'fXtV£^  reference  to  pa^t-tiine  and  yocational 
scho()l  snidents  i  most  of  Aviiom,  until  very  recently,  have  been  excluded  from 

TiSt'S"rin"£"!lo  m.ed  of  Michigan  stutlents 

Pithor  SfoosiS  to  pS^^^^        postmndary  ■training  outside  of  the  ..state» 
t  forced  to  £  so  Cl  se  Michigan  does  not  currently  offer  an  nW'i;»p»'  " 
«?jLynm  I  of  interest  and  alilllty.  As  popnlat  on  mobll  y  co  i- 

Rnites  to  IncSise,  the  number  of  such  students  will  doubtlessly  contlnu.. 

existing  federal  programs  (NI>SI.,  M0«,  CWS)  are  cun-ently  In 
A  tate  of  rtiirTuitl  the  future,  be  largely  supplanted  by  the  new 

mffi  <SLS  Ss,  the  additional  funds  evidently  available  t»'dor  ils 
new  prSSrinlt'ht  snbseauently  be  negated  by  losses  In  other  establislied 

^"aSI  th«  S'SioO  impact,  as  .vet,  remains  unclear,  as  Its  itoteiitial  fund. 
liiL'  celling  and  tinai  eligibility  criteria  are  yet  unclear. 

5.  'iC  above  figures  iiichule  no  esthnute  of  the  added  demand  for  reso  ice-s 
svlileii  V(  t    b"felt  if  the  post-secondary  milieu  were  to  be  snbstaiit  vel.v 
,  SiaiUed  bv  addiiig  to  the  present  mix  a  signittcaiitly  greater  percentage  of. 

'•'Si'i'jrlnfslS^^^^^^  «"in'oi-t  for  this  v^i'^ «o..to..tlon 

.Ilea  lug  t  at  If  post-secondary  education  is,  in  fact,  goUig  to  continue  o 
grow  111^1  cretSe  must  <!on  e  directly  from  these  lower  socio-economic 
5  iS^  Se  recent  S  rfj/  «/  stmlvnt  FInmuM  Al<t  i>rni,mm  mid 
the  St^ite  of  K  tr^^^^^^^^^^  w>nteiided  tiiat  higher  Incoiiie  fain  lies 

Se  aSy  sJSK  their  students  who  could  possibly  beiiefl 

fitm  lut-  exp  S  re  oil  for  further  training.  Thus,  liicrea.sed  enrollment  and 
K  ui   ent^^^^^^^^^^  will  have  to  <tr''W  l)i'''l'oi'tloimte  .v  grw^^^^^^^^^ 

hers  from  the  ranks  of  the  disadvantaged,  iilaelng  even  greater  strain  on 
existing  student  aid  resources. 
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6.  The  unmet  need  figures  above  wlU  constantly  grow  d\xe  to  Inflationary 
factors  alone,  even  1£  all  else  remains  static.  (Exhibit  A  Indicates  the  a». 
K'?r"*®        associated  with  Michigan  colleges  and  universities  for  the 
1974-78  academic  year), 
Thus,  It  Is  concluded  that  Michigan  now  faces  an  extensive  dollar  deficiency 
In  student  aid,  and  th  s  problem  Is  likely  to  grow  to  even  larger  proportions  unless 
pioiupt  corrective  action  Is  taken.  Several  of  the  recommendations  oflfered  at  the 

iiissSghtS  bia?^s?ras'     ^^'^"'^ ''''''''''' ''''''''''  ^^"^'^ 

It  is  Important  to  note  at  this  juncture  also  that  recommendations  are  offered 
In  this  paper  for  both  expanded  State  level  grant  (recommendation  6)  and  loan 
(leoommendatlon  7)  commitments  to  help  meet  this  dollar  deficit.  If  It  can  be 
l)h  losoph  cally  assumed  that  both  the  Individual  and  society  have  an  Impoliant 
«ni.?i^«")if  ,  the  post'Secondary  venture,  then  both  approaches  must  be 
considered  In  dealing  with  the  fiscal  deficit  at  hand.  "luoi- 

V.  Student  asaiatance  deUverif  ayatm 

As  prudent  planning  action  Is  undertaken,  a  thorough  analysis  must  also  be 
made  of  the  current  delivery  system  which  Implements  thrfloS  oHld  dollars 
to  stmlents.  The  present  delivery  system  is  largely  an  eclertlc  cMnaff  ^ 
a  variety  of  methodologies.  Mrat,  the  student  aiS  dlreSly  thrSS^^^ 
clal  aids  office  on  his  or  her  chosen  campus  for  the  variety  of  federal  government 

?'^''°«Sh  this  office  the  stSntSn  ttlsfS??^^ 
any  instltu  onal  stipends  that  might  be  available.  Second,  in  MS  the 
SSSL??^"*'^*'ll'faV*'  t«  the  State  Department  of  Education  for  the  ffllgaJ 
fecholarshlp  and  Tuition  Grant  Programs.  Third,  the  student  Is  also  encouraged 

h^,^?^^^iW"^,*'"''"^P^;''''^it^^^^^^  awards  wlllch  might  be  available  thSSgh 
^r^u  her  local  community.  The  range  and  scope  of  these  private  prosranis  are 
iS^'^rf  year  for  Michigan  students  in  the  DepartiSent?  cS?£?S,^^^^^ 
stma  and  mamjat  Asaiatance  Oppot'tunmea  Handbook,  Foum,  students  can 
nT  ''^£%fXn£T\?^'^^^^  through  the  designated  r^SS^mcZ 
V?  .r'^  "S*^  ^".""y*  t^'*^^'®  '^^^  «  variety  of  education  aid  funds  avail* 

HS^wm«M^«*^''°"i'^^  governmental  agencies  (social  securl  y.Toattonal 

stSita.     '  '^''^  ttdmlnistration  olAces)  'for  specific  categories  of 

This  diverse  delivery  system  includes  scholarships,  grants,  loans,  and  work, 
s  udy  alternatives  which  span  the  etitire  range  of  aid  type  3o™oSe  mtle 
inZ'^tLl'?^  been  given  to  the  systematic  coordltmtlon,  much  les^any  ao tual 
consolidation  of  divergent  sources.  A  more  coordinated  application  pr^ess  would 
certain  y  seem  desirable.  While  present  individual  prSS  nrSSrea^^^^^ 
regulations  would  pnclude  meaningful  development  &  a  sp^lflc  rSSend^^^^ 
'^r^'^l^  juncture;  the  matter  will  certalniriecelveSnSuS^ 
coofdiStSn      ^  '"''^     ""^^^  crucial  role  in  SSch 

VI,  mudent  Assistance  hsucs 

Given,  this  brief  overview  of  the  present  student  aid  milieu,  dontroverainl 
KMo,1Il'fl«ra"y  confronting  the  financial  aid  cSmiinS  al^^^ 
be  Identified  so  that  they  can  be  dealt  w  th  as  part  of  the  Dlanninc  aetlvltv  a 
number  of  ramifications  invariably  emanate  from  etSi  action  taketh  tl  SSo^ 
it  bohooves  the  State  to  consider  closely  thesrpS  ng  issues  1?  sS^^ 
specific  courses  of  action.  Some  consensus  must  be  Sel  as  to  which  S  i m 

predominant  in  most  student  aid  thinklS  today}  thus,  the  stSe  emnhJKS 
'demonstrated  need"  and  tai-geting  student  assistaSe  to  stude^^^ 
least  resources.  However,  strong  argiiments  have  coSrStly  ^^^^^  <iin! 
cernlhg  the  pi  ght  of  the  "middle  class,"  for  tKs™of  flhftncial  aid  as^^^ 
for  the  mvard  of  academic  talent,  and  for  the  Vwport  oSe  fi  iXlailv  n<fS 
privnte  t)os  . secondary  sector.  Current  State  of  Kh  gnnTwgm^^^^^^^ 
speak  slmultattcoHsly  to  several  of  those  issues.  The  CompS^  SohoSrflliS 
Program  funds  the  ablest  of  the  needy.  The  seimrate  TultS  Grant 
ftWcmptH  to  covpr  tlie  normal  cost  dlffm-entinl  foutul  betS  pulllie  and  SXnS 
colleges  and  universities,  for  needy  students,  in  an  attempt  toSimffthJ  c^^^^ 
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tUft'erentlal  in  such  ivtten(huico  doclslons.  The  Guawntoiul  Lonn  Program,  on 
Z  oE  hand,  attempts  to  help  a  wide  rauge  of  f'^'V"^  «'o«PSa^« 
point,  here,  however,  Is  not  so  much  that  one  motive  should  replace  the  others 
!is  the  fooiis  of  all  sludenfc  aldj  but  which  priority  stvuctuve  should  accompany 
future  directions  taken  in  the  t;tudeafc  assistance  arena. 

Secondly,  there  has,  of  late,  been  considerable  discussion  regarding  the  over- 
all equity  of  the  student  loan  concept.  Argument  has  been  raised  that  such  funds 
serve  as  a  "negative  dowry"  for  female  students  and  as  an  unfair  "burden"  to  the 
needy  and  disadvantaged  who  must,  of  necessity,  apply  for  student  aid. 

A  related  concern  focuses  around  the  Issue  as  to  who  really  benefits  from 
post-secondary  study.  If  society  Is  the  primary  benefaotor,  "len  should  not  . 
lost-secondary  study  bo  offered  on  a  no«charge  basis,  or  at  least  in  a  very  in« 
expensive  manner  to  the  student?  If,  on  the  other  Imnd,  the  individual  Is  the 
pvhnary  beneficiary,  a  case  can  be  built  for  primary  student  and  family  respon- 
slblUtv  for  educational  expenses.  Both  postures  have,  In  fact,  been  forcefully 
put  forth,  while  yet  others  would  argue  for  m  revision  in  the  current  balance 
of  payment  responsibility  phllosopny  which  presently  exists.  Itecent  reports  by 
the  Carnegie  Commission  and  the  Committee  for  Economic  Development  have 

prpcipitated  much  discussion  of  this  issue.   

In  like  maimer,  concern  has  been  expressed  r«>.'.'ui'dinfi  the  overall  respon- 
sibllity  of  parents  for  support  of  post-secoudai'y  study.  The  legal  aspects  of  this 
(lut'stlon  are  unclear,  and  the  recent  change  in  age  majority  in  Michigan  makes 
the  problem  even  more  comt>lex.  In  the  past,  most  aid  programs  have  required 
an  extensive  period  of  demonstrated  Independence  before  award  decisions  could 
be  nuide  Without  review  of  the  overall  family  resources,  The  argument  used 
was  that  these  programs  were  available  to  supplement  family  resources  When  ^ 
thev  proved  Insutficient,  not  to  replace  them  and  effectively  transfer  a  student's  - 
depeudenoo  from  the  home  to  the  government  or  institution.  Personal  rights 
legislation  such  as  the  age  of  majority  consideration  may,  however,  redirect 
this  thinking  In  the  future.         •         ,        .  „  ^  ±1. 

Similarly,  as  discussed  earlier,  there  is  much  concern  regarding  the  rela- 
tive "equity"  of  current  needs  .assessment  techniques.  Ave  current  theoretical 
assumptions  In  this  area  valid,  and  would  these  need  evnhmtion  systems  take 
into  account  ifelatlve  "willlngtiess''  as  well  as  theoretical  "ability"  to  contribute? 

Likewise,  what  about  the  present  delivery  system  which  combines  a  variety 
of  federal,  state.  Institutional  and  local  Itiputs?  Is  such  a  complex  system  both 
efficient  and  effective,  and  how  should  new  programtnatie  additions  or  changes 
In  the  existing  structure  best  be  effectuated  to  assure  support  of  student 

Also,  shouia  student  nltl  serve  solely  stutleut  purposes,  Institutional  purposes, 
socletflt  purposes,  or  what  oomblnatlon  thereof?  Implicitly,  we  have  already 
alluded  to  this  issue,  but  the  matter  deserves  candid  acknowledgement  and  cov- 
erage in  future  planning  efforts.  Too  often  it  comes  into  plt^y  as  only  part  of  the 
"hidden  agenda*'  which  surrounds  so  many  policy  and  program  decisions. 

In  addition*  much  concern  has  periodically  been  raised  as  to  the  degree  to 
which  the  university  should  be  ejiposed  to  the  forces  of  the  ntarketplace.  One 
way  in  which  the  controversy  is  expressed  Is  through  the  relative  coutrol  which 
the  school  has  over  the  availability  and  distribution  of  studetit  aid  resources. 
Those  W'ho  feel  the  open  market  place  environment  fosters  responsibility  favor 
direct  student  allocations,  whereas  those  who  feel  the  university  is  weakened 
hy  the  winds  of  political  popularism  favor  more  Institutional  control  over  the 
powerful  tool  of  student  resources.  ^     .  .    *    .    *  « 

Then,  too,  what  consideration  would  be  given  to  private  vocational  . schools? 
In  the  past,  they  have  often  been  excluded  from  student  aid  programs,  Thl» 
situation  Is  beginning  to  change  as  the  federal  sttulent  aid  programs  have  now 
formally  been  extended  to  such  Institutions.  However,  at  this  juncture  on  the 
state  level,  only  the  Michigan  Ouaranteed  Loan  Program  is  operative  In  this 
arenrt.  We  must  expand  our  horlssons  to  encompass  all  post*seoondary  education 
in  our  future  financial  aid  planning.  . 

Similarly,  little  nttentlon  has  been  given  to  the  atypical  student,  those  attend* 
Ing  part'tlme  or  older  adults  returning  for  further  study  (I.e.,  tht  lifelong 
educittion  concept)  <  etc.  To  date»  student  aid  programs  have  largely  been  geared 
to  the  **typlcal''  18-21  year  old  single  student  studying  full41me  on  campus. 
However,  with  current  developments  this  loclc*step  storeotytie  Is  beginning  to 


ERLC 


868 

bmiU  clowti,  Commuti»r  Htudouts,  liuUnumauut  atudouts,  oldev  adults,  settlor  cltN 
35i?ns.  oiJ«u  st'Uouls,  extonml  degiw  pvogvaiu  students  and  cvtHllt  by  examluatlou 
|)y«)grain  students  have  all  been  added  and  mast  be  considered  in  future  student 
aid  planning. 

Current  court  cases  are  also  beginning  to  question  tlie  issue  of  state  residency 
roiiuinMaents  and  acconipauylng  tuition  differentials,  Soon,  state  assistanm? 
program  residency  distinctions  may  also  fall  under  legal  scrutiny.  A  numbor  of 
states  are  now  developing  fee  reciprocity  agreement,  Sljould  similar  considera- 
tions  be  taken  regarding  state  and/or  regional  student  aid  endeavors? 

^  VIL  Reoommendutiom  amt  mnvtuf^hns 

The  above  Is  but  a  brief  suuunary  of  some  of  the  difficult  issues  which  surround 
the  current  student  assistance  Held,  These  factors  and  more  must  be  comprehen- 
sively and  caiulldly  addresst?d  if  responsible  long-range  planning  is  to  take  place 
in  this  area.  From  the  above  discussion  It  appears  that  such  planning  is  needed 
in  terms  of  i 

1.  Policy  stateniejits  regarding  the  ultimate  program  goals  and  priorities 
to  be  supported  in  Michigan  student  assistance  programs, 

2.  Ueconnucmlatlons.  regarding  tl»e  nature  of  the  delivery  system  which 
should  be  developed  to  best  facilitate  dlstrll)titlon  of  Michigan  student  as- 
sistance monies  In  line  with  the  policy  prioritlesjiddressed  above. 

3.  Kecommendatlons  regarding  the  actual  tiuantitles  of  stndent  aid  re- 
sonrees  needed, 

^  CouKlsteiit  with  the  Department  of  Rducatiou*s  expanded  planning  efforts  In 
the  urea  of  post^secoiidary  education,  the  Division  of  Student  Financial  Assist- 
ance Services  will  be  continuously  studying  and  evaluating  the  entire  gannit  of 
student  assistance  [irograms.  It  is  antielpahKl  tlmt  once  each  vear  an  evaluation 
•  coverhig  ciirrent  policies  and  delivery  procedures  will  be  presented  for  State 
Board  review. 
To  facilitate  such  (»fforts  It  Is  reeonunendod  that : 

t  The  Stah;  Board  support  the  authorisation  and  funding  of  a  formnllxed 
lufornmtlon  Services  t^nit  within  the  Student.  Financial  Assistance  Service 
Area,  formally  charged  with  the  responsibility  for  ))erlodlcn1ly  evalunttng 
and  reuorting  on  the  r(»lative  effectiveness  and  sufllclency  of  current  Mich- 
igan student  aid  t)roij?rams  and  dollars. 
Such  a  mechanism  slmuld  provide  State  Board  with  the  current  Infornuit^on 
«Hu1ent  needs  and  programs  to  facilitate  responsible  idannlng 

acrivity, 

tu  ml(1IH(in.  ill  llRlit  of  Hip  slKiilflciuif  dollrti*  shoi'tnRp  liiRliliRlih'd  tit  this  imnpi'. 
«ti<t  III  MiP  Mli«p»icp  of  I'otiiijpltiiiK  pvldi'iit'p  rtt  this  Jimphtfp  for  nii.v  cxtpiiHlvc 
elintiKp  it!  the  iitihire  of  cxlstiiif!  t>«'of?i'iinis.  Hit.  followiiiK  m'ommtMit1ftHo»s 
proRrmus  l'"""«lln^P  «m>Iioi*t  for  u  full  Her  of  Ntiidptit  ns«t.shiMPf 

VivHt,  nil  Hip  Ppdpriil  IpvpI.  It  In  rppotiiinpiidpd  tlmt ! 

2.  Tlip  Stntp  ftonrd  of  Mdiio/ition  rpcord  its  Niiptmrt  for  pfTorts  to  fiillv 
fund  II  coiiiprt'lipiislvp  fpdpr/il  student  eiititlpinpiit  f)ro«riim  wlilcli  would 
tii'ovldp  a  iiiilforin  fluniu'lnl  old  "rtoor"  for  nit  finnnolnlly  iipcdy  stud(«iit«i. 

lilts  ooii<'('i)t  hrtH  nti'p/idy  Iippii  otici-dttoimttjjpd  tii  ttip  iipw  Bnsic  Kduciittoiml 
pttiiortiiiilt.v  flrniit  frowrnm  (BRnfi).  mid  cnti  lie  iiiiidc  cffwftlvp  wttli  full  dnilnr 
fiiiidtiit.'.  A  niiiiilipr  of  (nx'rntloiinl  tiivolvcinciits  nre  nt«o  now  itiidrM'Wiiv  to  lioln 
rciidor  tli*'  lU-lnO  ProKrnni  more  pffcottvo  ttiaii  It  lins  bpeii  diirtiiK  tts  ttiittnl  vonr 
of  oncnitloii,  • 
Tu  luldlHon  It  Ik  nlso  rppointuoudcd  Hint  i  ■ 

3.  TliP  Stiiti'  Tionrd  of  13du«itlou  rpcord  tt«  nmum  for  Hip  couttuuntloii 
of  p\-tst  ntf  fodornl  fiiimilpnioiitnl  Kdiicattonnl  ntijiortuiilty  Oratit  <mH\), 
Nn  louiil  T)lrpct  Student  toatt-  ISmh).  rollpcc  Work-Stddy  (f!WS),  niid" 
F('d(«rally  Tiimirpd  Stiidpiit  T.<mi>  (Vmj)  ProRrniiis. 

Tli-'xe  ti-ndlMotifil  fPdpral  aid  soiii-pcf  spi-vc  to  auf-'luptit  Hip  liable  floor  ooiiccDt 
for  IltiirtPii't?      1  ''"«•'"'»•  «iit1  iii'ovldc  ail  tiiiiovattvc  variety  of  fiiiidliiK  otiMous 

l-'iually.  Ill  ftddltloa  to  tlHw  «npptflp  fpderal  nid  prom'auw  tliot  -..^  ouHlned' 
flt»»l  .fiiDiiortf'd  aliovp.  to  tiHn  ciiliatu'^  crpattve  ttiluktiiK  and  wtatc  IfVel  tiittlatlve 
cotic('riilii|'  in-evetit  old  dptltilpiiplPN.  It  l«  atxo  rcromtneiided  tliftti 

4.  IliP  state  Ijpard  of  Kdiicattoii  record  lt«  .xutirmrt  for  the  ereatloti  niid' 

"?»^'"'  «  J«r»Mve  Oraiit  froKrnm  (mci)  S  Jrol 

mm  would  provide  federal  fuiid«  to  inateh  «tttte  resources  on  «  doltar-for- 
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(lotlftr  hai(\»  ami  wonlrt  pornilt  significant  expansion  of  resources  avaUaWe 
to  Michigan  stndents.  ^     ,    ,  , .   ,  ,    ii  i  i 

It  Is  further  suggested  that  the  State  Board  uuderglrd  the  principle  of  shared 
Federal/State  responslhlUty  in  student  funding  by  supporting  the  following 
additional  state  level  recommendations  as  well  .  ^ 

'Hie  State  Board  of  Education  has  periodically  recorded  its  support  for  the 
existing  Competitive  Scholarship  and  O^ultlon  Grant  Program  concepts.  These 
programs  have  proven  very  vaUmhle  In  speaking  to  the  overall  Michigan  student 
•aid  dollar  deficit  while  simultaneously  encpnraglng  the  talented  hut  needy 
student  and  Insnrlng  continued  availability  of  a  wide  variety  of  post-secondary 
'educational  options.  ^  .     ^  .  .    . .   «  x 

To  help  extend  the  Michigan  Competitive  Scholarship  Program  to  a  more 
representative  audience,  however.  It.  Is  now  reccmnuended  that: 

5.  The  State  Board  of  Education  reiterate  Its  support  for  the  eiuictment 
of  HB-47Sa  which  would  permit  up  to  50%  of  the  state  scholarship  awards 
to  be  distributed  on  an  individual  high  school  basis  (exhibit  B). 
Prom  the  outset  the  state  scholarship  prograni  has  attempted  to  build  a  creative 
bridge,  between  acknowledgment  of  academic  excellence  and  support  for  the 
needy,  by  nmUlng  honorary  awards  to  all  program  senil-flnallsts,  and  making 
actual  financial  -stipends  available  to  those  of  this  group  who  might  also 
demonstrate  financial  need.  Adnilnlstered  strictly  on  an. overall  statewide  basis, 
however.  It  has  been  found  that  many  talented  and  needy  students  fall  to  qualify 
for  these  awards.  In  seeking  this  amendment  to  ciUTetit  scholarship  legislation, 
the  program  would  be  tnade  more  accessible  to  students  throughout  the  State, 
and  thus  more  responsive  to  Individual  needs  at  the  local  level.  Sinuiltaneously  a 
rigorous  statewide  acknowledgment  program  wotdd  be  tnalntnlned  for  excep* 
tlonal  students  with  demonstrated  financial  need  through  the  remaining  program 
fundSi  . 

In  addition  to  support  for  the  contlnimtlon  of  these  existing  and  proven 
programs,  It  Is  further  recommended  that ! 

«,  The  State  Board  of  Edticatlon  expri»ss  Its  continued  support  for  the 
enactment  and  futidlng  of  present  SB  451  (exhibit  0).  which  proposes  a  state- 
wide Tuition  Opportunity  Orant  Progratn. 
1*his  program  will  supplement  the  federal  Basic  Educational  Opporttmlty  Grant 
(BEGG)  Program  and  provide  a  further  state- wide  entitlement  concept  for  needy 
'Ntlchtgan  stmlents»  If  operatlonallj^ed  on  an  early  Identification  basis,  this  pro* 
gram  could  also  serve  as  ati  added  Incentive  for  continued  study.  In  addition,  Its 
llextblllty  coirtd  nmke  this  program  extremely  valnable  both  to  older  students 
seeking  further  tralnltig  atnl  to  needy  students  enrolling  for  vocational  or  tmn- 
detrree  study* 

Further,  oti  tlie  state  level.  It  as  also  recommended  that : 

7»  Tlie  State  Board  of  Ediicatlon  express  its  cotitlfuied  support  for  the 
enactment  and  funding  of  present  MB  421S  (exhibit  D)  wliloh  proposes  a 
Direct  State  Student  tjoan  Program, 
Since  its  inception,  the  previously  mentioned  Federally  Tnstired  Student  Loan 
l^rogram  (FtSDi  as  operatlonall^ed  In  tills  state  under  the  title  of  tlie  Michigan 
Guaranteed  Loan  Program,  lias  greatly  Increased  tlie  resources  flowing  to  stttdents 
from  the  private  lending  community,  However,  Invariably,  the  State  has  en* 
countered  some  areas  in  which  lenders  are  reluctant  to  partleltmte  In  this  kind  of 
prograui,  and  some  other  areas  in  which  participating  tenders  place  extensive 
restrictions  on  studeiitj^  to  whom  they  will  ext(»iid  snch  loan  resources  under  their 
traditional  **prudeiit  letidlhg**  policies.  Also,  tnany  t>i*lvate  lendei^s  from  high 
density  tiofatlatioii  areas  find  tbat  they  have  totally  exhausted  tlje  resources 
tlmt  can  be  committal  to  this  tyj)e  of  endeavor,  For  these  reasons,  the  Impact 
of  the  Gimraiiteed  Loan  Program  has  been  less  than  uniform  and  many  students 
Imvel  as  yet.  been  denied  access  to  Its  resources.  The  above  recommended  leglsta* 
tion  wottld  provide  a  *'last  resort'*  alternate  loan  fund  resource  for  these  stttdents 
ttnahle  M)  borrow  tbrcaigh  the  exlsttnir  Gtniraiiteed  Loan  Program. 

In  coticlttslon,  It  should  be  stated  that  the  tier  of  programmatic  factors  ottt* 
lined  above  ituist  not  be  inlf^takeii  as  the  foil  answer  or  the  final  **tep  In  Michigan's 
rest)onslblllty  to  creatively  deal  with  this  pressing  Issue,  Further  acthm  will 
dou!»tlessly  ho  periodically  rettiiii'cd  as  the  overall  fliiaticiat  aid  structure  con* 
tlniies  to  develop  In  response*  to  ehatigihg  student  aitd  societal  iteeds. 

ft  is  hoped  that  through  a  judicious  molding  of  the  above  recoinnuMutatlons, 
^tlchigaa  will  tie  able  to  maintain  and  enhance  Its  londerslilp  role  t>ertalhlnj{  to 
.stttdent  fitiancitig. 


t 


370 

ExniBXT  A 

MtCHIQAN  DEPARTMENT  OF  EOUCATION-STUOENT  FINANCIAL  ASSISTANCE  SERVICES,  COLLEGE  ESTIMATE  OF 
STUDENT  EXPENSESi  SCHOLARSHIP  AND  TUITION  GRANT  PROGRAMS  1974-75 

(For  Sdptember  through  June  only) 


Term  of 

semester  Name  of  school 


Tuition  Room  -  Books 
and  and  -and 
fees     board  personals 


Travel 


Total 


PUBLIC  COLLEGES  AND  UNIVERSITIES 

2  01. . .  Central  Michigan  University.  ML  Pleasant   $567 

2  02. . «  Eastern  Michigan  University,  Ypsitanti.  «  -600 

3  03...  Ferris  State  College,  Big  Rapids   501 

3  67. . .  Grand  Valley  State  College,  Allendale   518 

3  49. . .  Lake  Superior  State  College,  Sautt  Ste*  Marie   498 

3  04. . .  ^richlgan  State  University,  East  Lansing   720 

3  48..^  Michigan Technoiogical University, Houghton*:.....  570 

2  OS. . .  Northern  MlchlgaitDntverstty,  Marquette   538 

2  14. Oakland  University,  Rochester   621 

2  76. . .  Saginaw  Valley  ColfegOi  University  Center*..   539 

2  06. . .  University  of  iVIichigan,  Ann  Arbor: 

Freshmen  and  sophmore   800 

*  .          Junior  and  senior   904 

2  50. .  4  Uniyersity  or  Michigan,  Dearborn.   596 

2  5U..  University  of  Michigan,  Flint   568 

3  07. . ,  Wayne  State  University,  Detroit   703 

2  08«..  Western  Michigan  University,  Kalamazoo   576 

NONPUBLIC  COLLEGES  AND  UNIVERSITIES 

2  09«...  Adrian  College,  Adrian  1   2,  l02 

2  10....  Albion Coitege, Albion   2,330 

2  11....  Alma  College,  Alma.....   2,272 

3  25.. .«  Andrews  University,  Berrien  Springs   2,106 

2  12....  Aquinas  College,  Grand  Rapids   2,060 

2  90....  Art School/SocJely/Afts/Crafts,  Detroit   1,650 

2  13...«  Calvin  College,  Grand  Rapids,....   1,780 

3  55....  Cloary  college,  Ypsllantl."   1, 275 

3  56..*.  Concordia  taJtnerart  Junior  College,  Ann  Arbor   1, 125 

2  57....  Cranbrook  Academy  of  ArL  Bioomfleld  HIiis   2, 146 

3  58«.«.  Davenport  poliege  of  Business,  Grand  Rapids.......  1,440 

2  60....  Detroit  Bible  College,  Detroit   865 

3  61....  Detro  t  Coitege  of  Business,  Dearborn   1, 281 

2  62....  Detroit  College  of  Law,  Detroit   1,210 

2  26....  Detroit  Instifute  of  Technology,  Detroit;   1, 352 

2  27....  DUns  Scotus  College,  Southfiefd   1»400 

2  28....  Genera)  Motors  Institute,  Flint   915, 

2  65....  Grace  Bible  College,  Grand  Rapids...   710 

2  66....  Grand  Rapids  Baptist  College,  Grand  Rapids........  1,450 

3  97..-.  Great  Lakes  Bible  College,  lansing......   976 

2  15....  Hillsdale  College,  Hillsdale   2,588 

2  16....  Hope  College.  Holland   2,210 

2  75....  John  Wesley  College  at  Owosso,  Owosso  .«  -  2, 040 

2  63....  Jordan  Collogei  Cedar  Sprtngii   1,025 

3  17....  Kalama^ooCollege,  Kalamazoo..........   2,400 

3  68....  Lawrence  Instltulo  of  Technology,  Southlield   1,080 

2  18....  Madonna  College,  Livonia   1,600 

2  19....  Marygrove  College,  Detroit-.-..   1,810 

2  20....  Mercy  College  ofDetroit,  Detroit   1,560 

3  29....  Merrill^Palmer  Institute,  Detroit    1,650 

Student  attends  one  term  or  one  semester  during  the 

^  yea;  and  returns  to  approved  college  , 

2  71..,  4  Michigan  Christian  junior  College,  Rochester........  1, 358 

3  73.4..  Muskegon  Business  COliege^  Muskegon.   1,200 

2  21....  Nazareth  College,  NataretH   1,630 

3  74....  Nprttiwood  Institute. Midland   1,770 

2  22....  Olivet Coifege, Olivet   1,975 

2  94.. 4.  Reformed  Blbfe  college  Associationi  Grand  Rapids...  9S0 

2  30..4.  Sacred  Heart  Seminary.  Detroit   ,  845 

2  72...A  Shaw  College  of  Detroit«  Detroit   1, 500 

2  78....  St.  Mary's  colloge,  Orchard  Lake....   1|000 

2  23.. .4  Siena  Heights  College,  Adrian   1,550 

2  31...4  Spring  Arbor  College,  Spring  Arbor   1,850 

2  32....  siiomTcellege, Hancock..  ...-.w..  1,970 

2  64.^..  Thomas  M.  Cooley  Law  school,  Lansing.......   l,600 

2  24..*.  Unlvofslty  of  Detroit,  Detroit   2,  loo 


$1, 160 
1, 189 
1,350 
1  140 
1,300 
1,223 
1. 191 
1,236 
1,290 
1,250 

1,402 
I  402 
900 
900 
.  §00 
1,175 


1.094 
1,310 
1, 130 
1, 140 
1, 100 
900 
930 
1,075 
940 
1,200 
,  805 
1,000 
900 
900 
900 
600 


900 
1,050 

810 
1,014 
1,100 

950 

700 
1,200 

;  900 

1,400 
1,200 
1,200 
1,350 


1,140 
900 
1,280 
1  800 
1  200 
920 
400 
900 
800 

iMl 

1  200 
1,300 


$550 
550 
550 
550 
550 
550 
550 
550 
550 
550 

550 
550 
550 
550 
550 
550 


550 
550 
550 
550 
550 
550 
550 
550 
550 
550 
550 
550 
550 
550 
550 
550 


550 
550 
5b0 
550 
550 
550 
550 
550 
550 
550 
550 
550 
550 


550 
550 
550 
550 
550 
550 
550 
550 
550 
550 
550 
550 
550 
550 


$200 
200 
200 
200 
200 
200 
200 
200 
200 
200 

200 
200 
350 
350 
350 
200 


200 
200 
200 
200 
200 
350 
200 
200 
200 
200 
200 
200 
350 
350 
350 
200 


200 
200 
200 
200 
200 
200 
200 
200 
350 
200 
200 
200 
200 


200 
200 
200 
200 
200 
200 
200 
350 
200 
200 
200 
200 
353 
200 


$2,477 
2, 539 
2,601 
2, 408 
2,548 
2,693 
2,511 
2,524 
2,661 
2, 539 

2.952 
3,056 
2,396 
2,368 
2, 503 
2, 501 


3,94$ 
4,390 
4. 152 
3.996 
3, 910 
3,450 
3.460 
3. 100 
2, 815 
4,096 
2, 995 
2.614 
3,081 
3,010 
3,152 
2, 750 
915 
2, 360 
3.250 
2, 536 
4,352 
4.060 
3.750 
2,475 
4. 350 

i:?l8 

3, 760 
3,510 
3|750 


3,248 
2,850 
3,660 
3. 600 
3,925 
2  620 
1,995 
3, 300 
2  550 
3, 295 
3,600 
3, 920 
3,400 
4,150 
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MICHIGAN  DEPARTMENT  OF  EOUCATION--STUOENT  FINANCIAL  ASSISTANCE  SERVICES,  COLLEGE  ESTIMATE  OF 

STUDENT  EXPENSES,  SCHOLARSHIP  AND  TUITION  GRANT  PROGRAMS  l974-75-Contlnue(| 

(For  September  through  June  only) 

Tuition  Room  Books 

T*'*"     u      ....  ^  ^"1  ^".^  ^  . 

semester  name  of  school  fees  board  personals  Travel  Total 

NONPUBLIC  COLLEGES  AND  UNIVERSITIES-Con. 

2C  University  of  Detroit,  graduate  programs  (College):  .  ,  ■  ,  ^ 

Law,  day  school,.   $2,050  $l,30n  $550  $200  $4,100 

Law,  evening   1,400  1,300  550  200  3,450 

General  graduate   1,400  1,300  550  200  3,450 

OenlstryOstyear)   3,600  1,800  550  .    200  6,150 

Oenlstrytedyear)   3.600  1,800  550  200  6,150 

5enlstry (3d year)   2,400  1,300  550  200  4.450 

2  SO....  Watsh  College/Accounting  and  Business  admlnistra*  1,010  900  550  350  2,810 
tion,  Detroit. 

PUBLIC  COMMUNITV  COLLEGES 

2  33<.«..  Alpena  Community  College,  Alpena:' 

Resident  of  district   402  900  550  350       2, 202 

^  .       ^    Nonresident  of  district.   650  1,100   .     550  200  2,500 

2  52..«.  Bay  DeNoc  Community  College,  Escanaba: 

Resident  of  district..  ^   326  900  550  350  2,126 

^  ^           Nonresident  of  district   481  900    '    550  350  2,281 

2  46«««.  Delta  College,  University  Center: 

Resident  of  district.........   375  900  550  350  2.175 

^    ,       .  Nonresident  of  district...   735  900  550  200  2.385 

2  35....  Charles  Stewart  Mott  Community  College,  Flint: 

Resident  of  district   372  900  550  350  2.172 

.  Nonresident  of  district   682  900  550  350  2,482 

2  84....  Glen  Oaks  Community  College.  Centreville: 

Resident  of  district.  ........4   454  900  550  350  2.254 

Nonresident  of  dis  rict......   640  900  550  350  2.440 

2  36....  Gogebic  Community  College,  Ironwood: 

Resident  of  district   340  .     900  550  350  2,140 

Nonresident  of  district.   495  900  .     550  350  2,295 

2  37w...  Grand  RapiUs  Junior  College,  Grand  Rapids: 

Resident  of  district   338  900  55Q  350  2.138 

.    -     »    Nonresident  of  district.*......:   586  900  650  350  2.386 

2  38.    Henry  Ford  Community  College,  Dearborn: 

Resident  of  district   320  900  550  350  2.120 

Nonresident  of  district.   475  900  550  350  2.120 

2  39. Highland  Park  College,  Highland  park: 

Resident  of  district.....   300  900   •     550  350  2,100 

^  ,           Nonresident  of  district   600  900  550  350  2,400 

2  4o.«.  Jackson  Community  College,  Jackson: 

Resident  of  district....  ;   434  900  550  350  2,234 

.  *A      .    Nonresident  of  district......   682  900  550  350  2,482 

2  92..^  Kalamazoo  Valloy  Community  College,  Kalamazoo:  '  ^ 

Resident  of  district   325  900  550  350   •  2,125 

^             ,  Nonresident  of  district   635  900  550  350  2.435 

2  41.    Kellogg  Community  College,  Battle  Creek: 

Resident  of  district.:.                    :   372  900  650  350  2.172 

^   ,         Nonresident  Of  district..  *   604  900  550  350  2,404 

2  89.  .4  KIrtland  Community  College,  Roscommon: 

Resident  of  dlsW..!..   325  900  550  350  2,125 

,  Nonresident  of  district   635  900  550  350  2.435 

2  34.4.  Lake  Michigan  College,  Benton  Harbor:  _  ^ 

Resident  Of  district   320  900  650  350  2,120 

Nonresident  of  district   470  900  550  35^/  2.270 


47..- lenslngCommun  y  college,  Lansing:  .  ^ 

Reslderit  of  district......   330       900       650       3S0  2,130 

Nonresident  of  district....   *       600        900        550        350  2,400 


69..*  Macomb  County  Comniunity'College,  warren:  , 

Resident  Of  district...  !..   364  900  B50  350  2,164 

Nonresident  of  district.   674    •   900  550  350  2.474 

Mld-Micltlgan  Community  College,  Harrison: 

Resident  of  District   330  900  550  350  2,130 

Nonresident  of  district...   485  900  550  350  2,285 

86...«  Monroe  County  Community  College,  Monroe:  . 

Resident  of  district   370  900  550  350  2,170 

Nonresident  Of  district.*   670  900  550  350  2,470 

91...*  Montcalm  Community  college,  Sidney: 

Resident  of  district.....'   390  600  550  350  2.190 

Nonresldentofdktrict..   530  900  550  350  2,330 

42....  Muskegon  Coniniunlly  College,  Muskegon:                       ■  * ... 

Resident  of  district......   357  900  550  350  2,157 

Nonresident  of  district   667  900  550  350  2,467 
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MICHIGAN  DEPARTMENT  OF  EOUCATION-STUOENT  FINANCIAt  ASSISTANCE  SERVICES,  COLLEGE  ESTIMATE  OF 

STUDENT  EXPENSES,  SCHOLARSHIP  AND  TUITION  GRANT  PROGRAMS  U74-7&-Contlnuacl 

(For  SeptQmber  through  June  only| 

Tultlori  Roorn  Books 

Term  or  and  ^  dnd  and 

semester  Name  of  school  fees  board  personals  Travel  Total 

PUBLIC  COMMUNITY  COLLEGES-Con. 

2  45...,  North  Central  Michigan  College,  Petoskey:  ^^^^  ' 

Resident  of  district......!   $344  $900  $550  $350  $2,144 

Nonresident  of  district-.,   494  1,250  .  550  200  2,494 

3  43... •  Northwestern  Michigan  College,  Traverse  CItyt  . 

Resident  of  district   477  900  550  •  3S0  2.277 

Nonresident  of  district                      - , , .  747  1, 150  550  200       2, 647 

2  82....  Oakland  Community  College,  BloomfieldHillsJ  •  .  „ 

Resident  of  disWt.^   330  900  550  350       2,  30 

Nonresident  of  district   630  900  550  350  2,430 

2  44,. St.  Ciaif  Community  College,  Port  Huron:  . 

Resident  of  dlsVict.   426  900  550  350       2, 226 

Nonresident  of  district   581  900  550  350       2, 381 

2  79...,  Schoolcraft  College,  Livonia  J  . 

Resident  of  district  ;  ,.  .346  900  550  350  2,145 

Nonresident  of  district  *.*  675  900  550  350  2,475 

2  83,. ..Southwestern  Michigan  College,  Oowaglac:  ^ 

ReslJent  of  district  ,   372  900  550  350       2,  72 

Noiresltlertt  of  district,   658  900  550  350  2,458 

.2  87....  Wasiitenaw  Community  College,  Ann  Arbor:  .  . 

Resident  of  district   375  900  500  350  2,175 

Nonresident  of  district...   720  900  550  350       2,  520 

2  95..,.  Wayne  County  Community  College,  Ofltroiti  '  .  ... 

Resident  of  district.;.   314  900  550  350  2,114 

Nonresident  of  district,  ,   624  900  ^  550  350       2, 424 . 

3  93....  West  Shore  Community  College,  Scotvllie !  _  _  . 

Resident  of  district  ..,.!   382  900  550  350  U82 

Nonresident  of  d  str  ct,-.   652  900  550  350  2,452 
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IHoUHC  Bill  No.  47S3] 
A  mhh  To  ammd  Act  No.  208  of  the  Public  Acta 

bflatr 

Tho  pcopto  of  the  sstate  of  Mhhiffait  enrnt: 

SfimoN  1,  Act  No.  208  of  tlie  Public  ActM  of  1904»  being  sections  30O.OT1  to 
8!K>.y80  of  the  Compiled  Laws  of  ll>70,J.s  unieiuled  hy  adding  section  11  to  read 
as  follows :  H    4  .    4 .  . 

•'Skc.  11*  (1)  A  lii^'b  scbool  sball  Im  allotted  a  ntiiuber  of  acholarwbips  in  Dro- 
portion  to  its  «tudeiit  enrollinent  HcbolarHbiim  allotted  to  a  high  «cliool  shall  be 
awarded  to  those  studentH  bavliig  the  highest  coinpetltive  exainiiiatloti  score 
and  otherwise  meeting  all  elijrtblllty  recitiiremeuts  of  this  act,  iiidudhig  that  of 
demonstrating  Unaneinl  iiml.  The  scholarships  awarded  i>ur««aitt  to  this  siihse<'* 
tion  shall  not  exceed  50%  of  the  initial  fresliman  scholarships  awarded  pursuant 
.  to  this  act 

(2)  The  remaining  schohirships  shall  be  awai'ed  on  a  .statewide,  coinpotltive 
bawls. 

MxiiiaiT  C 
[Senate  Bill  No.  451] 

A  muh  To  OKtabllKh  a  hl«ln»r  dtlucatloa  fundi  to  pi'ovlde, tuition  ontwrtiinlty  ftriuitfl  to 
cci'tatn  roMidcuit  MtudontH  unroUiut  in  tiiMtttutionH  of  ht^hor  l(*afnfni<  in  tlio  Htat(!  i  to 
pfi'Mcrlhti  tho  |»ow()i*«  and  dntl«K  of  thu  atatu  boafd  of  education  i  to  l)a»Horibti  a  penalty  i 
and  to  auikc  an  aptiroprtattou  tliurcfor 

The  tuiopte  of  the  ^tate  of  Mlohlmn  f^nmt ! 

SkctIon  1.  A  lilgher  edticatlon  ftind  is  establtslied  in  the  state  depnrttuent  of 
treaKury.  Moneys  in  tlie  ftind  sliall  be  Used  to  roUnburse  each  eligible  student 
from  the  state,  who  is  a  fulUtitiie  entiated  first-year  student  enrolled  in  an  ap- 
proved post-secondary  educational  Instlttitlon  within  the  statO)  an  amount  equal 
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■to  the  umwul  tuition  rate  but  jiofc  t«  oxooert  $500.00.  A  student  enrolled  at  l«>ast 
hulC  tl  than  full  tln.0  will  bo  eligible  for  an  «>«>o«>>t  «<iual  to  ti  e 

uuKltl  a  rate  but  not  to  exceed  $250,00.  l<'or  purposes  of  this  act,  "a  student 
li'ourthe  "tote"  meaus^^^  student  who  has  graduated  from  a  iHibllc  or  private 
iwnproflthlKh  school  within  thi>  tato.  «  „  of„f„  „„,,.„nHHi.« 

SKo.  a.  A  student  from  the  state  who  Is  the  recipient  of  a  state  conU)etim 
scholarship  in  accordance  with  provisions  of  Act  Ko.  2()8  of  the  PubUc  Acts  of 
1««4.  as  amended,  being  sections  300.071  to  tmoso  of  the  Michigan  Com  >Ued 
Urn,  or  a  state  tuition  grant  In  accordance  with  prm;^slons  of  Ac^^^^^  ot 
the  Publle  Aots  of  ItKIO,  as  amended,  being  sections  800.091  to  aw.OOTa  of  t!»e 
Michigan  Oomplled  T^aws,  Is  not  eligible  under  this  act.        .        ^  ; 

3.  An  appllcaiit  shall  demonstrate  tlnanclal  need,  Inc  udlng  family  income 
limitations,  for  a  tultlwi  opi)ortwnlty  grant  as  determined  by  the  state  board  or 

**^SKc!TThe  state  hoard  of  education  shall  establish  procedure  for  the  certltlca- 
tlmi  of  students  for  partlcU)atlon  under  the  provisions  of  this  act,  and  shall 
Dromiilgate  rules  pursuant  to  the  provisions  of  Act  iNo.  300  of  the  Public  Act  of 
looir  as  auiended,  being  sections  24.201  to  24.315  of  the  M  chlgan  Compl  ed 
I41WS,  The  dei)artment  of  education  shall  administer  the  tuition  opportunity 
grant  program  pursuant  to  procedures  ami  rules  promulgated  by  the  state  board. 

Skc.  S,  The  state  auditor  general  shall  be  responsible  for  the  irastuudlt  of  the 
higher  education  fund  herein  established.  ..   ^.     ^       u  i    i.  ... 

Skc.  (I.  A  person  participating  In  or  making  application  to  participate  In  this 
tuition  ot)portuidty  grant  program  who  furnishes  or  attempts  to  furnish  any 
false  infornmtlon  relative  to  the  act  Is  guilty  of  a  misdemeanor. 
.  Skc.  7,  The  sum  of  $8,000,000.00  is  appropriated  from  the  general  fund  of  the 
state  to  carry  out  the  provisions  of  this  act, 


Bxitturr  D 

tliousc  Bin  No.  42181 

A  hiMj  To  fifitnbllsh  n  hlclipr  cdHi'ntloa  fiiad ;  to  provUlc  for  stiuleat  lonns!  to  hrcflorltm 
«"uiln  t)o\vm  nud  tlu^  to  provide  pcnaJtifis;  und  to  muke 

atniroiiriiitloas  ■ 

f  ho  peopto  of  the  State  of  Michigan  emiot  ',  . 

Skction  1,  The  higher  education  loan  fund  is  established  in  the  department 
of  treasury.  The  fund  shall  be  used  to  nmke  direct  Interest  bearliig  loans  to. 
residents  who  attend  an  approved  post-secondary  school  in  this  state.  The  direct 
loans  shall  be  nuule  Ih  accordance  with  the  provisions  of  the  atate  plan  tor  ad- 
ministering the  direct  loan  program  as  prouudgated  by  the  department  of 

^'^Ss.'a  student  is  eligible  to  apply  for  rt  direct  state  loan  of  t'otjn"';^,J'n" 
$1,000.00  annually  if  he  certifies  that  he  was  unable  to  obtain  a  guarunteed 
student  loan  through  an  eligible  lender  and  that  he  was  unable  to  obtain  a 
loan  directly  from  the  post-secondary  school.    ,    ,,    ,  ^    .  _ 

Skc.  3.  A  student  who  Is  receiving  ii  seliolarshlp,  loan,  or  K^ant,  public  or 
private.  Is  excluded  from  this  act  If  his  fljumclal  aid  provides  sufRclent  funds  to 
meet  approved  educational  costs.  If  the  student  Is  receiving  1p«s  than  the  appro  veil 
educational  costs,  he  uuiy  borrow  the  difference,  of  tiot  nuu'e  than  $1.0<W.(K). 

Sko.  4.  A  person  otherwise  (lualifying  for  a  direct  state  loan  Is  t  ot  dlsiiualtflcd 
to  receive  a  direct  state  loan  by  reason  of  his  being  mider  the  age  of  18  years. 
Vov  the  purposes  of  applying  for,  recelvliig  or  repaying  a  loan,  a  person  shall 
*  have  the  rights,  mwers,  privileges,  and  obligations  of  an  adult  person. 

Skc.  5.  The  state  board  of  education  shall  provide  the  procedure  for  the  certlflcft. 
tlon  of  student.'!  to  i)artlcljiate  under  the  provisions  of  this  act  and  tlie  department 
of  education  shall  aduUtilster  the  provisions  of  this  act  and  shall  l>i'oh>  >  f"  « 
rtiles  to  implement  the  provlslotis  of  this  act  ptirsilaia  to  Act  N^). -lOfl  of  the  I'u  He 
.  Acts  of  loot),  as  amended,  being  seotlotis  24,201  to  24.»13  of  the  Michigan  Complied 

'''Si «.  The  state  board  of  ediK-ation  may  rwiulre  a  student  who  re<'eive«  a  direct 
state  loan  to  remit  a  fee  whldi  may  Include  the  paynu'iit  ot  a  life  insurance 
premluni. 
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Sko.  7.  The  Htate  hoard  of  education  may  enter  Into  contracts  with  the  federal 
government  and  receive  funds  from  the  federal  government  to  assist  In  Implement- 
loan  prSaaSi'^   °'     guaranteed  loan  program  which  apply  to  direct  state 

Sec.  8.  A  person  who  furnishes  false  Information  In  order  to  participate  or  In 
attempting  to  participate  In  a  program  under  this  act  is  guilty  of  a  misdemeanor. 

SI30,  0.  There  Is  appropriate*!  to  the  higher  education  loan  fund  from  the 
general  fund  of  the  state  the  sum  of  $1,000,000.00  to  Implement  this  act. 

Univsrsitv  Arizona, 
Congressman  JAMES  a  O'HABA,  J'.o^an.  A.i...       5.  i97/. 

liottae  of  Representative, 
^V(tah^ngton,  O.C, 

DKAR  Congressman  O'Haba:  Enclosed  Is  the  report  which  I  had  promised  yon 
In  regard  to  the  student  aid  situation  In  the  State  of  Arizona.  ^'^""'s™  y"" 
iti.  \       been  so  late  In  getting  this  to  you,  but  we  have  had 

difficulties  in  resmrd  to  budgetary  pressures,  presidential  reports  and  various 
other  campus  problems  that  seem  to  arise  eternally  and  particularly  at  this  time 
of  the  year.  .  . 

If  there  arc  any  questions  that  you  or  any  member  of  your  committee  might 
have  In  regard  to  the  problems  which  we  are  facing  In  our  state,  please  do  not 
hesitate  to  call  upon  us.  .  i      .  «v 

Irtcldentally,  1  plan  to  be  In  Washington  the  last  week  of  this  month  and  I  will 
ook  forward  to  an  opportunity  to  talk  with  you  during  that  time.  My  secretary 
will  be  In  touch  with  your  secretary  early  next  week  in  order  to  arrange  an 
appointment. 

Thank  you  very  much. 
Sincerely, 

J.  J.  HlTJtPHREy, 

„  ,    .  Dli'ector,  ScholarsMps  aM  Ftmnotal  Aid. 

]!jnclosure. 

FiNANciAt  Am  IN  Arizona,  1974-75 

1.  BACKOROCND 

The  State  of  Arizona  has  experienced  a  rapidly  accelerating  growth  in  Its 
population  since  the  years  immediately  following  the  Second  World  War.  Today, 
Arizona  Is  growing  more  rapidly  than  any  other  state  in  the  union,  and  there 
appears  no  reason  that  this  phenomenal  Increase  should  not  continue  throughout 
the  next  three  decades. 

In  1040,  the  population  of  Arizona  was  only  409,261.  By  1070  this  ilgure  had 
readied  1,772,482,  and  the  latest  estimates  indicate  that  by  the  end  of  1974  the 
population  of  the  state  may  have  reached  2,800,000  or  even  more.  This  Increase 
has  been  felt  most  strongly  in  the  Phoeiilx-Tucson  area,  but  there  are  indications 
that  otbier  areas  of  Arizona  may  anticipate  a  similar  rapid  growth  in  the  near 
future. 

Phoehix,  our  largest  metropolitan  area,  has  an  estimated  aggregate  population 
!?lj",SIJ.^*^?'"Vl,*,?ly  1.200,000,  while  the  Tucson  metropolitan  area  is  estimated  at 
4<^,000.  in  1050,  Plioenlx  had  a  populatloti  of  116,818  and  Tucson  only  45,4S4.' 
'Ihls  teiHfold  Inereuse  in  less  than  twenty-ilve  years  in  each  of  these  areas  has 
for"ShM"e"/Mffion  ^^'^'"^    "  rapidly  burgeoning  demand 

In  1930,  there  were  four  fotir-year  Institutions  in  the  State  of  Arizona:  The 
University  of  Arizona  in  Tucson  founded  in  1888,  Tlie  Arizona  State  College  (now 
Ar  zoiiii  State  Unlyerslty)  in  Tempe  founded  in  188S,  FiagstafT  State  Teachers 
come  (now  Northern  Arizona  State  tJniverslty)  In  flagstaff  founded  in  1809, 
tuKl  Ornnd  Canyoh  College  then  located  in  Preseott,  founded  in  1940. 

At  that  time  there  were  only  two  junior  colleges  in  the  state:  Eastern  Arizona 
College  at  Thntolier,  which  was  founded  in  1888(  aitd  Plioenlx  College  in  Phoenix; 
which  was  founded  In  1920. 

The  docnde  of  the  sixties  witnessed  a  tremendous  growth  in  the  size  of  our 
instlttttions  as  well  as  in  the  total  number  of  institutions  of  liigher  education. 
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Totlny  there  aro  nlnetopn  collegos  and  «nlversitlest  in  ArUsona,  Inchullng  tUlrtcen 
cSunity  colleges,  two  four-year  colleges,  three  state  universities  and  one 
mduate  school  in  internatipnal  management.  Total  enrollments  for  tlie  1073-^^ 
academic  year  approached  ISO.OOO  students,  about  equally  divided  between  two- 

''"AllTSettltutions  participate  in  ">e  three  college-based  programs  of 
Federal  student  aid:  College  Work-Study,  National  Direct  Student  f onus,  and 
Supplementary  Educational  Opportjinlty  Grants.  The.  University ^ 
the  only  medical  college  in  the  state,  is  the  only  Institution  participating  in  the 
Imn  andTrant  prSams  for  medical  students,  and  the  same  situation  prevails 
wifh  t^PffAwVto  the  Pharmacy  college  at  their  university* 

Thirteen  of  theSiS^  have  law  enforcement  loan  and  grant  Wtas. 
The  nursing  loan  and  grant  programs  are  utilized  l)y  three  f««^'year  insHtut^^^^^ 
all  of  which  offer  full  degree  programs  in  nursing.  Thirteen  two-year  institutions 
also  participate  In  this  program  offe^ns  registered  nursing  certi^^^^^^^^ 

In  regard  to  scholarship  programs  funded  by  the  Institutions,  all  colleges  and 
amlversltles  In  Arizona  offer  academic  scholarships,  and  only  Pfescott  College 
and  the  College  of  Ganado  do  not  offer  some  form  of  activity  ?c«o'»»^s«^P?' 

All  of  the  colleges  and  universities  of  our  state  offer  certification  f^r  Federally 
Insured  Student  Loans,  with  the  exception  of  Navajo  Community  College. 

n.  PROGRAMS 

A>  Soholarahipa  t.. 

The  State  of  Arizona  has  never  established  a  program  of  state  scholarships 
or  grants.  The  three  state  universities,  however,  have  a  very  fine  system  of  waivers 
that  has  been  authorized  by  the  action  of  the  State  Board  of  Regents.  Bach  yeat 
the  universities  are  allowed  to  Issue  walver-of-foes  soho  arshlps  equalling  6% 
of  the  previous  year's  undergraduate  enrollment.  In  addition  to  these  scholar- 
ships, the  University  of  Arizona  and  Arizona  State  University  each  have  approxU. 
nrnteiv  307  waivers  for  male  athletes  and  60  for  female  athletes. 

The  three  state,  universities  each  have  several  hundred  tuition  waiver  scholar- 
shins  for  non-resident  graduate  students.  ...       ,         .  . 

Bach  of  the  two  privately  funded  four-year  colleges  In  Arizona  has  »  scholar* 
ship  program  and  J.  D.  Harris,  Director  of  Financial  Aid  at  Grand  Cahyon  Col- 
legft  estimates  that  "38%  of  the  aid  our  students  receive  comes  from  se^^^^^^^^^ 
or  endowed  scholarships."  Since  over  50%  of  the  students  at  that  Instltutlott 
receive  some  form  of  financial  aid,  the  percentage  of  the  total  load  carried  by 
scholarships  Is  Impressive.  ...       .       ^   .  ^,  ii 

The  Cfimmunlty  colleges  of  Arizona  have  made  substantial  progress  In  the  estab- 
lishment of  scholarship  programs.  Today,  there  arc  school-sponsored  scholarships 
of  one  form  or  another  In  each  school  In  the  state.  The  importance  attached  to 
the  scholarships  program  varies  from  college  to  college  I'Ut  It  Is  encpuraging  to 
note  that  an  increasing  number  of  community  college  financial  aid  directors  are 
planning  to  become  actively  Involved  In  fund  development  In  the  scholarsh  l> 
area.  Henry  Kutak,  director  of  financial  aids  at  Maricopa  ?^e°hinl^al  Colle^^^^ 
Phoenix,  states  that  "Present  plans  are  to  Increase  scholarship  sollcltotlons 
from  private  donors  to  compensate  for  the  large  reduction  In  NDSL  (44%)  and 
SEOG  (70%)«" 

Fund  development  Is  an  Important  phase  of  any  scholarship  operation  and 
funds  are  often  misdirected  unless  the  financial  aid  oflicers  are  Involved  iti  the 
effort.  At  the  University  of  Arizona,  which  expects  to  award  5000  scholarships 
for  the  1074-75  fiscal  year,  over  two-thirds  of  the  total  endowment  of  the  univer- 
sity Is  reserved  for  scholarship  purposes  and  the  amount  contributed  to  scholar- 
ships annually  Is  nearlng  two  million  dollars.  „„«^„„,um,x„ 

At  the  University  of  Arizona  the  primary  fund  development  responsibility,  for 
sc'liolfti'shlp  monies  rests  with  the  director  and  the  associate  director  of  the  Of- 
lloe  of  Soholarslilhs  and  Financial  Aids,  and  they  are  expected  to  spend  40% 
and  25%,  respectively,  of  thek'  time  In  douor^related  activities.  Arlaona  State 
University  has  had  centralized  fund  development  In  the  past,  but  the  responsi- 
bility for  fund  development  is  shifting  more  to  the  Financial  Aids  OiHce.  At  the 
present  time,  there  Is  no  offlciijl  fund  development  activity  on  the  part  of  North* 

^^A^pSiouslyStioned,  scliolai'shlps  represent  58%  of  the  total  flunnclal  aid 
at  Grand  Canyon  College.  At  the  University  of  Arizona  they  represent  approxl- 
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jnatoly  52%  whUo  at  the  otiior  livititutions  of  the  state  they  ropm^eat  varying: 
amounts,  all  le.ss  than        ot  the  total  ilnamital  aid  available  to  students. 

This  points  out  the  inescapable  fact  that  sehblarship  resources  are  not  suiiiclent 
at  any  institution  in  our  state  to  nuiintain  the  present  level  of  enrollment  wittuutt 
the  addition  of  substuutlal  federal  student  aid  funds.  .  . 

B.  The  oH-oamiiUH  pvofnuuns 

Since  the  Ijiceptlon  of  the  National  Defense  Student  toans  Program  in  the 
late  nineteen-iifties,  federal  student  aid  programs  have  nmde  a  si«nittcant  mi^ 
trUmtion  to  the  cause  of  higher  education  in  Arizona.  At  the  present  time  all  of 
our  institutions  of  higher  learning  participate  in  the  three  college-based  pro* 
grams  t  NDSL,  SKOG  and  College  Work-Study. 

During  the  fiscal  year,  Ariisona  State  University  had  the  largest 

operation  In  this  state  in  all  three  of  these  programs.  In  National  Direct  Student 
LoanS)  this  university  loaned  $1,770,810  to  2148  students,  for  an  average  loan 
of  approxinmtely  $830  per  student. 

In  the  Supplementary  Eduetitlonal  Opportunity  Grant  Program,  Aristona  State* 
University  granted  $351,144  to  470  students,  for  an  average  grant  of  approxi- 
mately the  same  amount  as  their  average  loatu 

It  was  in  the  urea  of  College  Work-Study,  however,  that  this  Institution  has  ex- 
hibited the  most  far*slghted  approach  of  any  college  or  university  In  Arlisona. 
Work^Study  funds  of  .$847,8*50  were  utilized  In  furnishing  employment  to  1231 
students.  This  was  the  result  of  the  fact  that  In  the  late  1900's  Arizona  State* 
University  took  a  very  progressive  attitude  tomird  off-campus  work-study  pro- 
grams and,  due  to  their  close  proximity  to  the  state  capltol  in  Phoenix,  developed 
u  very  comprehensive  program.  A  different  philosophy  was  Instituted  at  the 
University  of  AvlzQm  which  resulted  in  almost  no  off-campus  programs  din*lng 
the  late  lOGO's.  Althotigh  an  aggressive  approach  to  off-campus  work-study  has 
been  adopted  since  1071,  the  total  program  has  suffered  and  consequently  the* 
number  of  students  aided  has  declined  with  the  curtailment  In  available  funds 
during  recent  yearj^.  In  fact.  In  1073-74,  the  Utilverslty  of  Arijsona  wns  forced 
.to  abandon  the  original  80%-20%  matching  funds  formula  for  a  65%-«8% 
formula  in  order  to  furnish  assistance  to  an  equal  number  of  students  as  In; 
previous  years. 

Collectjon  of  National  Direct  Student  Loans  is  handled  In  many  different  ways- 
.  among  the  institutions  of  our  state.  At  the  University  of  Arizona  a  collections 
section  as  part  of  the  Office  of  Scholarships  and  Financial  Aids  1ms  served  to« 
effectively  hold  down  delinquencies  and  yet  maintain  the  "Image**  of  the  unlver^ 
slty.  At  Arl5«ona  iitate  University  the  collection  of  loans,  federal  funds  and 
emergency  loan  funds  is  a  part  of  the  duties  of  their  business  affalrj^  division- 
and  the  same  sltuathni  prevails  at  Northern  ArlJ^ona  University. 

Most  of  the  community  colleges  of  the  state  have  no  co'lection  efforts  of  thelr^ 
own,  preferring  to  turn  over  the  entire  collection  process  to  one  of  the  bank 
corporations  specializing  in  the  collection  and  billing  of  federal  loans.  Phoenix 
College,  ^)r  example,  turns  over  the  entire  procedure  to  the  American  National 
Bank  of  Chicago,  while  Cochise  College  of  Douglas,  Arizona,  turns  the  accounts 
over  after  making  the  first  three  contacts. 

All  In  all,  It  seems  that  the  colleges  and  universities  of  Arizona  are  administer* 
tng  the  three  campus*baaed  student  aid  programs  in  an  effective  and  efficient 
maimer.  Increasing  enrollments  during  the  l©70^s  will  tend  to  work  a  consider* 
able  hardship  on  all  of  these  Institutions,  unless  the  present  trend  Is  reversed 
In  regard  to  the  amoutit  of  money  approiirlated  for  these  programs. 

(7.  liaHlc  tUumUomi  OppnHmilHi  (Irmit 

The  Basic  Educational  opfmrtunity  Grant  program  is  certainly  the  most  con- 
troversial  federal  student  aid  program  yet  initiated.  There  renmins  a  good  deal 
of  doubt  In  the  minds  of  financial  aid  otticers  throughout  our  state  as  to  the 
offectlveneNs  of  the  basic  grant  progriim,  All  of  the  fitmnclal  aid  ottlces  In 
Arizona  are  also  concerned  regarding  the  lack  of  administrative  support  funds 
for  this  program  that  threatens  to  consunu*  more  manhours  thati  the  cnmptts* 
based  programs.  There  Is  ftu'ther  doubt  In  regard  to  the  arqirent  waste  Involved 
In  the  administration  of  this  program  on  the  imtlonal  level.  Many  directors  feel 
that  the  administration  of  the  college4msed  progratns  is  more  economically  sound. 

During  the  1078-74  fiscal  year  few  students  attending  Arlzcma  Instltittlons  of 
higher  learning  availed  themselves  of  the  opportunities  offered  in  the  area  of 
baste  grant»« 
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Ari'/»na  State  Vnlvors^lty  procosHed  181  hiistc  grants  during  the  1973-74  fiscal 
year  for  a  total  ot  $4(U«t  TIiIh  repvesontml  the  largest  number  of  grants  pro^ 
c^»m\  by  any  Institution  la  tlie  state*  At  the  University  of  Arizona,  only  153 
grants  were  processed  with  a  dollar  value  of  $33»()83,  In  spite  of  the  fact  that  the 
OlBce  of  Scliolarshlps  and  Financial  Aldi4  nuUled  a  copy  of  the  basic  grant  ap- 
plication to  some  SOOO  freshmen,  along  Avlth  a  letter  urging  them  to  apply, 

Response  on  all  campuses  In  the  state  to  the  basic  grant  program  was  basically 
tlie  same.  Tills  was  due  hi  great  part  to  tlie  poor  timing  which  prevailed  by 
implementation,  but  largely  due  to  the  lack  of  concrete  Information  available  to 
jjchools  and  prcvspectlve  candidates. 

Although  the  first  year  of  th^  basic  grant  program  was  disappointing,  it  appears 
that  a  complete  reversal  could  come  about  during  the  1974-75  flt^fal  year,  Intense 
effonts  have  Iwen  made  by  the  Office  of  Kducutlon  to  prepare  all  of  the  people 
.  involved  in  nmklng  the  prctrram  a  success.  Lengthy  training  sessions  were  held  in 
Arizona  with  counselors  and  financial  aid  officers  and  an  additional  series  of 
counselors*  workshlps  Is  planned  for  the  fall  by  the  Arlisoiia  Association  of  Fir 
nandal  Aid  Administrators,  •  ^         ■     ■      ■  ^ 

Estimates  on  the  campuses  of  Arizona  State  University  and  the  University  of 
Arl55ona  are  that  funds  In  excess  of  $400,000  each  will  be  used  in  the  basic  grant 
program  this  year.  The  situation  on  the  campuses  of  the  connnuuity  colleges  is 
even  more  optimistic,  If  the  rapid  Increase  In  BEOG  entitlements  that  is  forecast 
4ictually  occurs,  these  funds  should  go  a  long  way  to  alleviate  the  problems  pos«^d 
on  most  of  our  canumses  as  a  result  of  a  decline  in  allocated  funds  for  the  cam* 
l)us-baseil  prograins* 

/).  VvAleraUtf  Insured  Student  Loans 

The  attitude  of  the  various  financial  aid  offices  in  the  state  of  Arizona  toward 
the  ICederally  Insured  I^au  Program  Is  far  from  unanimous  In  Its  enthusiasm* 
On  many  catnpuses  the  philosophy  of  th6  financial  aid  oftice  has  been  to  utilize 
^11  other  programs  as  fully  as  possible  before  turning  to  the  guaranteed  sttudent 
loan  program  as  u  source  of  financial  aid,  Other  Institutions  have  relied  on 
gtmranteed  loans  as  an  Important  source  of  student  assistance  and  Utllisse  the  pro* 
gram  to  its  fullest  extent. 

The  University  of  Arizona  has  made  the  greatest  use  of  this  program  and,  as  a 
result,  during  1973-74  soni^  3,500  students  received  loans  totaling  approximately 
.$3,500,000,  Arl'xona  State  University,  with  a  far  greater  amount  of  National  Direct 
Student  Ijoan  funds,  has  tiot  emphashed  guaranteed  loans  to  the^ame  extent  with 
1,196  students  receiving  $1,236,416  In  loans  during  1973-74, 

The  community  colleges  of  the  state  have  not  participated  In  this  loan  pro* 
gram  to  any  great  extent  and  the  same  has  been  true  of  Prescott  College,  although 
Grand  Canyon  College  has  utillsied  guaranteed  loans  in  a  very  effective  manner. 

During  1973-74  the  new  needs  test  reiiulrement  for  federally  Insured  Student 
Loans  complicated  tlie  sltuatloh  considerably.  Many  students  who  had  been  on 
the  program  for  several  years  suddenly  found  themselves  Ineligible.  With  th^  re* 
laxatlou  of  the  need  for  this  test  by  Congressional  acitlon  during  the  spring  of 
1974*  the  task  of  financial  aids  ofiicers  In  evaluating  applicants  for  this  program 
should  have  been  greatly  Ughtehed;  however*  other  developments  have  again 
complicated  the  situation  « 

Due  to  the  current  high  Interest  rates,  many  of  the  lending  institutions  in 
ArlJiona  feel  that  this  program  should  be  sharply  curtailed.  We  are  experlenclhg 
increasing  difficulties  In  finding  lending  sources  for  the  students  Interested  In 
this  program  and  the  only  solution  seems  to  be  to  Increase  the  federal  Interest 
benefits  on  guaranteed  loans.  It  Is  feared  that  If  this  is  not  necompHfthed  In  a 
very  timely  manner  by  Congress,  many  students  at  the  University  of  Arizona, 
Northern  Arisiona  Unlversllty,  Arizona  State  ^University  and  Grand  Canyon  Col- 
lege  may  not  be  able  to  attend  school  tills  falh 

For  the  past  several  years  the  University  of  Arizona  has  been  investlgiiting 
the  possibility  of  becoming  a  lender  under  the  guaranteed  loan  program,  The 
tiifik  of  accomplishing  thl^  goal  is  cotnplicated  by  the  fact  that  the  State  Con* 
stltiitloh  pfohlblts  an  Indebtedness  of  over  $380,000  for  the  entire  state,  The 
po.«<slblllty  of  establishing  tlds  program  through  the  University  of  Arizona  Foun- 
dation is  being  explored  but  the  real  solution  will  reyulre  legislative  action  to 
•  amend  the  Constitution  and  establish  a  statewide  guaranteed  loan  programi 
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Since  Arizona  is  in  an  extannely  unique  position  regarding  future  enrollment 
in  higher  education,  possible  solutions  of  current  problems  In  this  state  are  at 
vurianee  with  the  solutions  under  consideration  in  states  not  blessed  with  a 
vapidly  increasing  population.  'Recent  surveys  by  the  College  of  Education  at 
Ari55ona  State  University  seem  to  indicate  that  enrollment  at  the  University  of 
Arizona,  Arizona  State  University,  Grand  Canyon  College,  the  Maricopa  system 
of  community  colleges  and  Pima  College  will  continue  to  incrense  throughout 
the  decade  of  the  1970*s.  This  study  further  indicates  that  although  this  Increase 
will  be  relatively  moderate  during  the  1970*s,  It  will  accelerate  rapidly  during 
the  1980*s  and  continue  to  accelerate  at  least  until  the  year  2000, 

If  an  enrollment  crisis  is  to  occur  in  Arizona  it  appears  that  it  will  occur  in 
those  community  colleges  that  have  been  established  in  areas  of  the  state  that 
are  not  increasing  in  population  at  the  same  rate  as  Pima  and  Maricopa  Counties* 

If  the  general  growth  of  the  state  enrollment  is  as  predicted,  it  becomes  obvious 
that  increasing  amounts  of  student  aid  must  be  made  available.  It  Is  hoped  that 
the  methods  of  f imd  allocation  hy  the  Office  of  Education  will  he  streamlined  In 
accordance  with  the  recommendations  of  the  Dallas  Conference  of  early  May, 
tliereby  making  it  less  difficult  for  our  expanding  institutions  to  receive  the 
amounts  necessary  to  meet  new  demands  for  their  servi<»es. 

In  the  area  of  federally  Insured  loans,  hopefully,  some  means  of  Inducing  lend- 
ing institutions  to  participate  in.  the  program  and  to  participate  to  the  fullest 
extent  allowed  by  law  v  111  be  devised.  It  is  also  Important  that  some  sort  of 
state  loan  program  be  Instituted  as  soon  as  the  constitutional  difficulties  are 
resolved. 

The  <'ampus»based  progmtiis  continue  to  be  the  backbone  of  student  aid  on 
most  of  the  campuses  of  our  .'itate.  It  would  be  tragic  to  abandon  these  programs 
and  perhaps  equally  tragic  to  fall  to  fund  them  to  the  fullest  extent  necessary 
for  their  efficient  operation.  Perhaps  those  additional  institutions  of  i>o«t- 
secondary  education  now  eligible  for  these  programs  might  be  given  si>eclul 
funding  m  that  there  would  be  no  further  decrease  Ih  the  amounts  available  to 
colleges  and  universities, 

The  1074-75  fiscal  year  should  be  crucial  to  the  future  of  the  campus  loan 
programs  and  the  basic  grant  program*  It  Is  hoped  that  basic  grants  will  be  fully 
utilized  during  this  year  and  that  experience  factors  on  the  campuses  of  the 
nation  are  made  the  basis  for  establishing  administrative  support  funds  for 
basic  grants.  The  cost  of  Administration  for  the  Federally  Insured  Student  Loan 
Program  is  also  important.  Ab6Ve  all,  the  institutions  of  higher  education  in 
Arizona  must  accept  the  responsibility  for  developing  new  sources  of  student  aid 
funds.  Only  by  the  jdevelopment  of  donor  sources  to  at  least  match  the  funds 
provided  by  the  federal  government  can  they  ever  expect  to  have  sufficient  monies 
to  meet  the  total  student  need  on  their  campuses. 


CATXtt^RNlA  StATJ)  SCHOtiAftSttit*  Am  liOAN  COMMlSStON, 

Sacmmentoi  CatlU  Pehruary  10^  101  fh 

Hon.  Jami^s  0.  O'Haua, 
Memher  of  OonofeBd, 

IDKAtt  CoNOttKssMAN  OllAttAt  1  am  eucloslng  for  your  attention  the  statement 
adopted  by  the  Scholarship  and  I^oan  Commission  as  an  informal  expression  of 
our  concertis  and  Views  relative  to  the  current  structure  of  the  federal  and  state 
student  ilnanclal  aid  programs.  We  feel  very  strongly  that  the  tim  has  come  to 
redesign  federal  and  state  student  financial  aid  programs  so  that  they  will  be 
moro  comprehetisible,  effective  and  manageable.  It  seems  to  us  that  to  maintatti 
the  status  quo  is  to  invite  extremely  serious  problems  and  that  steps  should  be 
taken  with  all  due  haste  at  both  the  federal  and  state  level  to  brin^  t  botit  change 
in  student  financial  aid  programs. 

I  know  tills  is  a  subject  which  has  been  of  considerable  interest  t)  you  and  we 
tVould  he  pleased  to  hear  from  you  with  your  rortctlon  to  our  informal  statement 
ahd  to  be  of  any  possible  service. 
Sincerely^ 

Atrrnvn  S.  MAttK(A';*vKe,  Dlmtor. 

lElnclosure. 
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Observations  Anov^  thk  Status  of  Studrnt  Finanoxai*  Mu  Natioxauv  and 

IN  Caufornxa 

In  the  last  ton  yenra  student  ilnuncinl  aid  has  been  chnrncteriml  by  h  siU'go 
of  enormous  j?iowth  that  has  been  both  rapid  and  largely  uncoordinated,  Ton 
years  ago  student  financial  aid  was  a  relatively  simple  educational  enterprise,  ifc 
was  also  very  small  with  only  one  federal  program  (National  Direct  Student 
Loans),  eight  state  programs^  and  limited  eoUege  funds.  In  total,  student  finnncial 
aid  resources  were  probably  undfjr  $500,000,000  wltli  the  State  of  Oalifornia^s  ex- 
penditures just  under  $3,000,000,  One  national  financial  need  analysis  system 
existed  which  was  a  national  norm  for  need  assessment. 

Now  there  are  six  general  federal  programs  for  undergraduate  students  plus 
several  categorical  programs  in  health  professions,  law  enforcement,  etc*  Three  of 
the  general  federal  programs  are  campus-based,  one  is  administered  by  colleges 
and  lenders,  one  is  administered  by  a  contractor  and  colleges,  and  one  Mill  be 
administered  by  participating  states.  At  the  same  time,  there  are  28  states  pro- 
viding about  $375,000|000  la  grant  assistance  and  sonio  of  them  operate  loan, 
or  other  speoiaU5?ed,  programs.  In  California  there  are  six  programs  of  under- 
graduate student  flnnnciul  assistance  administered  by  the  State  Scholarship  and 
J^oan  Commission,  two  more  administered  by  the  individual  sogmetits  of  higher 
education,  and  it  is  iK)ssiblo  that  one  or  two  additional  programs  will  be  enacted 
by  the  Legislature  in  1074  for  Commission  administration.  All  In  all,  student 
financial  aid  resources  exceed  $4,000,000,000  annually  and  are  growing.  Call* 
fornia*s  state  expenditures  are  in  the  neighborhood  of  $45,000,000. 

If  student  financial  aid  could  be  compared  to  a  building,  a  committee  of  review- 
ing architects  ten  years  ago  would  have  found  it  undersiml,  simple,  clean  in 
design,  and  functional.  Today  it  would  be  found  massive,  clumsy,  hodgepodge  of 
architectural  Ideas  and  materials,  not  functioning  as  well  as  It  should  to  serve  Its 
popuintion  and  with  serious  engineering  deficiencies  which  could  cause  It  to  sway 
or  collapse  from  Us  own  weight  or  external  pressure. 

The  situation  at  present  may  bo  summarisied  under  four  principal  headings  t 

(1)  8tHdciit  c?on/«*fon.-*Stndents,  families,  teachers,  and  counselors  are 
confused  and  irustrated  by  the  multiplicity  of  federal,  state  and  otlier 
student  financial  aid  programs  for  undergraduates,  Students  are  bewildered 
in  their  attempts  to  decipher  ellglbiHty  requirements  and  application  pro- 
cedures for  the  state,  federal,  and  college^based  programs,  it  nntst  be  nearly 
impossible  for  financial  aid  directors,  teachers,  and  counselors  (possibly  with 
a  limited  understanding  of  the  difference  of  the  programs  themselves)  to 
describe  to  a  IT-yeaf^old  the  differences  in  the  programs  and  the  procedures 
in  applying  for  a  BEOO,  a  SBOO,  a  State  Scholarship,  a  000,  an  OBTO,  a 
NDSL,  a  FISL,  etc. 

(2)  SeHoua  ManmHat  ProhUm.^mi\\  the  advent  of  the  Basic  Educa- 
tional  opportunity  Orant  Program  (BEOO)  which  will  assist  more  than 
1,000,000  students  in  1074--7fl  and  a  greater  number  in  subseiptent  years,  the 
mechanical  capacity  to  coordinate  Commission  programs  with  BEOO  and 
campus-based  programs  has  been  exceeded.  With  various  application  forms 
and  procedures,  students  apply  to  the  Commission,  to  colleges,  to  a  con- 
tractor for  the  BBOG,  and  to  special  organUiatlons.  ri'equently,  students 
receive  awards  from  three  or  more  sources  and  the  Commission  coordinates 
its  awards  with  all  organlsiatlons  to  Insure  that  the  student's  assistance  will 
not  exceed  his  financial  need  and  that,  cooperatively,  the  best  financial  aid 
package  can.be  developed  for  the  student.  Because  of  the  sl«e  of  the  BEOCI 
Program  and  its  absolute  y  impossible  application  calendar  (which  does  not 
coincide  with  college  admissions  and  financial  aid  calendars),  and  because  of 
the  emergence  of  three  nceed  analysis  systems  (to  be  covered  subsequently 
as  a  special  problem),  it  Will  be  impossible  to  coordJimte  awards  etfectlvely. 
If  timely  information  cannot  be  provided  to  students  concerning  fiimnclal  aid, 
they  will  be  done  a  disservice,  increasing  their  confusion  and  hampering 
their  ability  to  make  decisions  about  their  college  plans. 

(8)  itfoft  0/  Omeptmt  OtaHtVr-'Uhm  Am  not  seem  to  be  conceptual 
clarity  in  tho  various  fedet*al  student  financial  aid  programsi  The  Supple* 
mental  Bducational  Opportunity  Orant  Program  and  the  State  Student 
Incentive  Grant  Programs  appear  to  be  targeted  toward  the  same  popula* 
!;E??^^P^»  therefore,  to  serve  overlapping  purposes*  tUhe  I'ole  of  SSIO  and 
SEOO  in  relationship  to  BEOO  is  confused  because  of  the  differing  delivery 
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«V8toius  ami  Mio  poptUatlons  served  also  overlap  to  some  Uegree,  'i'Uo^28 
Htates  currently  admiiiiMtering  stwlent  aid  pvograius  are  uncertain  of  the 
relationship  of  their  own  prograiuH  to  the  new  canipus-baaed  SMOXJ  and 
BBOU.  Indeed,  the  dlfferencbH  in  the  programs  admlniHtored  by  the  Com- 
misHion  In  California  are  now  blurred  and  two  of  them  overlap  considerably. 

(4)  Speolal  ProhtvmH  in  N^ed  Analynia^^'niBve  are  three  nmjor  analysis 
systems  In  the  country;  CHS,  ACT  and  the  federal  system  for  the  BKOG 
Program.  Three  need  analysis  systems  prwluolng  dlltoa»nt  estimates  of  pa- 
rental ability  to  contribute  toward  (iollege  eo»ts  make  coordination  of  awards 
dlfllcult,  If  not  Impossible,  and  on  occasions  ridiculous. 
The  Implications  of  the  findings  above  are  serious.  The.  multiple  programs,  the 
apparent  conceptual  Inconsistencies,  and  managerial  problems  of  a  mechanical 
nature  create  a  poor  delivery  system  for  student  financial  aid  which  wlU  con' 
tlntie  to  Increase  the  amount  of  confusion  and  uncertainty  among  the  applicants, 
recipients,  and  the  personnel  who  advise  them.  Because  of  the  conceptual  and 
mechanical  problems  and  the  special  problems  of  the  multiple  need  analysis 
systems,  funds  are  likely  to  be  used  Inefficiently  thufit  Inviting  accusations,  with 
some  validity,  of  misuse  of  public  funds,  The  time  may  come  when  Someone 
will  have  to  explain  to  the  public  and  the  legislatures  how  public  funds  can  be 
distributed  using  three  or  more  need  analysts  systems  with  different  esti- 
mates of  parental  contributions  toward  college  costs.  This  would  not  l>e  an 
enviable  task.  .    «  .  .  .  .  ^ 

The  poor  delivery  system  could  cause  Inefficient  umnagement  to  the  extent 
that  Congresslomil  and  state  legislative  enthusiasm  for  student  financial  aid 
programs  eould  be  deprestjcd.  It  must  be  anticipated  that  there  will  be  some 
students  receiving  more  money  than  needed,  other  students  being  underfunded, 
and  still  others  receiving  money  they  need  but  at  the  wrong  time  and  not  when 
needed  In  order  to  make  decisions  concerning  initial  enrollment  or  continuation 

of  college,  ^      .  .      4  . .  ii  L  ^ 

All  la  all,  student  flnanchd  aid  prognim  concepts  and  objectives  must  be  re* 
examintKl*,  umnagement  must  be  improved;  the  delivery  system  must  be  Im* 
proved  i  and  all  these  things  must  be  done  quickly.  A  study  may  or  may  not  be 
needed.  There  may  not  be  time  for  one.  The  leadership  In  the  higher  education 
commtudty.  In  Congress  and  HEW,  and  the  state  legislature  must  be  alerted 
twentually  to  the  serious  nature  of  the  problems  relating  to  student  financial 
aid  programs  atid  suggested  solutions  must  be  inade.  A  mechnntsm  to  define  the 
problems  and  develop  some  answers  is  heeded  now* 
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(Institutional  Aid) 


MONDAY,  JUNE  X7,  1974  _  : 

House  OF  RKi»HK.sKN"i'ATn'Ks, 
Special  SuBCOMMirrici;  d.v  Education 

OFTllECoMMm'KKOX  Kl'l  C  A'riON  AM)La«0K, 

Washington^  D.C\ 

The  subcommittee  met  at  10  a.m.,  pursuant  to  ciill,  in  room  2261, 
Kayburn  House  OlHce  Building,  Hon.  Janu-s  CJ.  O'Hara  (chainnan  of 
thesubconunittec)  presiding. 
Present:  Representatives  O'Hara  and  Ben itoz.  ^ 
Stall'  memborg  present:  Jim  Harrison,  iliroctor,  iind  Klnora  leets, 

clerk.  ,        .  ,      .  Ml 

Mr.  OllAUA.  Tlic  Special  Subconunittoc  on  Education  will  come  to 

Up' until  todays  we  have  been  taking  testimony  on  programs  of  di- 
iwtatudent  financial  aid  programs  in  whifh  (he  iMHleral  or  State  bov- . 
emmc'nts  make  money  directly  available  to  stuilcnts  who,  ni  turn,  util- 
isje  those  funds  for  the  escalating  costs  of  e(Uu-iition. 

This  week  we  are  going  to  look  at  various  systems  oi  iunnelmg 
money  directly  to  institutions,  looking  iit  those  systems  us  a  means  of 
studelit  linancial  assistance.  .... 

Title  IV  of  the  Higher  Education  Act  lifovidcs  lor  two  such  sys- 
tems: first,  section  415),  which  creates  a  systcin  ol'  puyinents  to  institu- 
tions based  mi  tlie  number  of  students  attenduig  suvli  institutions  who 
are  recipients  of  grants,  work-study  or  dii-cft  loans  under  title  I\  j  and 
second,  section  420,  which  creates  a  system  of  institutional  payments 
depending  on  the  increase  of  the  number  ol'  Nctcrans  in  attendance  nn- 
dci'fche cold  war Gl bill  ,      ,  .  i 

Althougli  both  se(!tioiis  are  written  in  tonus  ol  oiitttlement,  only 
section  420  lias  been  funded  and  carried  out.  'I'lie  adiiiinistration  lias 
not  requested  funding  for  either  program,  and  when  funds  were  first 
appropriated  for  veterans'  cost-of-instnictioii  allowances,  it  required 
court  action  by  a  number  of  schools  and  school  of<ram/.at  ions  to  rescind 
a  Presidential  impoundment  action  that  had  liokl  ui)  distribution  ot 
veterans'  cost-of-education  allowances.  . 

At  this  point  in  the  record,  1  would  like  to  have  pniited  appropriate 
provisionsof  law,  relating  to  financial  assistance  for  graduate  students. 

StJJirAIn-  .-)— .VSSIH'I'ANOK  '10  iNS'mU'MoN'fi  ol-  Ill(llll",U  I'ilit) CATION  ' 
I'AVMH.VrS  TO  INSTlTU'l'lONS  Of  ItltlllKU  l:l)tH!AIIO.\ 

Sm  411).  (a)  nyvW  itistitution  of  liigliei-  wliiciitit.n  shall  <;i>»lp'|  f"f/;'>*''' 
flaeal  yeai'  to  a  coKt-of-odiicaUoii  j)iiyiii«m  in  uccdnhiiift'  with  tlw  |)i'ovi«U)ns 
of  this  HMtim, 

(1) 


(  O  U)  1  uvnniouiil  of  (ho  cost-of^odutiatloti  imyinont  to  whloh  an  lii.stitutiou 
slmll  1)0  ontltUMl  \mWv  Ihis  Hoctlon  for  a  i\m\l  year  shall  be.  subject  to  subsec- 
tlou  (d).  the  Muioimt  dotonaliiod  wnAov  paragraph  (2)  (A)  plus  the  amount  de- 
ter mi  uocluudor  pa  ra^U'aph  (i})(B). 

(S}(A)(i)  Tho  Conuuissionur  shall  dott*rudno  tho  amount  to  which  an  Insti- 
tution is  entitled  nna(»r  this  muhpavagraph  on  the  basis  of  the  total  number  of 
undergraduate  studiaUs  who  are  In  attendance  at  the  Institution  and  the  num- 
ber i)f  students  wlio  are  also  recipients  of  basic  grants  under  suUiiart  1.  in  ao^ 
corda nee  with  the  foUowluK  table  i 
//  the  total  mmher  oj  stmUntH  in  nHmh 
moeia^  noiwrnntofthoorantia^ 

Not  over  l.O(K)    S500  for  each  reelpient. 

Over  l.OOO  but  not  over  2.500 — $500  for  each  of  100  recipients;  plus  $400 
,  for  each  recli)lent  in  exces  of  100. 

OV(»r  anoo  but  not  over  5,000   SHOO  for  each  of  100  recipients;  plus  $400 

for  each  of  150  recipients  In  excess  of 
100;  phis  $300  for  each  recipient  in  ex* 
.  ^      ^  ^  cess  of  250,  - 

Over  u.OOO  but  over  30,000  $500  for  each  100  recipients ;  plus  $400  for 

each  of  150  recipients  in  excess  of  100; 
plus  $300  for  each  of  250  recipients  in  ex- 
cess of  250 ;  pltis  $200  for  each  recipient 
In  excess  of  500» 

Over  $10.000.....  _  $500  for  each  of  the  100  recipients}  plus 

$400  for  each  of  150  recipients  in  excess 
of  100 ;  plus  $300  for  each  of  260  reclp* 
lents  In  excess  of  250 ;  plus  $200  for  each 
of  500  recipients  in  excess  of  500 ;  plus 
$100  for  eacli  recipient  in  excess  of  1,000. 

(il)  In  any  case  whore  a  recipient  of  a  basic  grant  under  subpart  1  attends  an 
instltutbm  recelvhiK  a  cost-of -education  payment  under  this  subpart  on  less  than 
n  fuH4lmG  basis,  the  amouiit  determined  under  this  subparagraph  With  respect 
to  tlmt  studeJit  shall  \w  reduced  in  proportion  to  the  degree  to  which  that  student 
is  not  attending  on  a  f uU-tltne  basis. 

(Hi)  if  duilti^'  any  period  of  any  fiscal  year  the  funds  available  for  tnaklng 
imyments  on  the  basis  of  entitlements  established  under  this  subparagraph  are 
insuttlelejit  to  satisfy  fully  all  such  entitlements,  the  amount  paid  with  respect 
to  each  such  ejitltlenietit  shall  be  ratably  reduced.  When  additional  funds  become 
available  for  such  purpose,  the  amouiit  of  payment  from  such  additional  ftmds 
Shall  be  In  proportion  to  tlie  degree  to  which  each  such  entitlement  is  unsatislled 
by  tlie  payments  nuule  under  the  first  sentence  of  this  division. 

The  Oonunlssloner  shall  deterlmne  svtth  respect  to  each  Instittitlon 
an  amoujit  e(pial  to  the  approin'iate  per  ceiitum  (  Specified  on  the  table  below)  of 
thea^rgre^(ateof— 

(1)  supplemental  educational  opportunity  grants  under  subpart  2; 

(it)  work'Situly  payinents  under  part  0 ;  and 

fill)  loans  to  students  under  part  M I 
made  for  stieli  year  tn  students  who  are  In  attondance  at  such  instltuthm.  The 
(  ommlssbuior  shall  (h»tennlne  such  amounts  on  tlu»  basis  of  percentages  of  such 
aggregate,  and  llu*  tuiiaber  of  students  In  attetidatwie  at  Institutions  during  the 
most  recent  aendeniie  y(  or  ending  prior  to  such  fiscal  year,  in  aceordam^e  with 
the  following  lahle': 

If  JIni jnmhvr  of  HutlmiH  ht  aUvnttauw  at  the   flw  iwrcmtnoe  of  8Hvh  aoo^^emtt^  Btmtt 

Not  oyer  1.000.    ...............u..........  50  m  centum 

Over  l^OtK)  but  not  ovci*  .'i,<KK>,_   .  40  per  centutn 

Over  8.000  but  not  over  10,000^.....  ...-^^  ^        42  per  centum 

Over  10,(K)0......  88  per  centum 

(II)  If  dttring  any  period  of  atiy  fiscal  year  ti,  funds  available  for  m.Mklng 
payments  oti  the  hn«l^  of  entitlements  established  umle'r  this  subparagraidi  are 
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by  the  payniPiAs  waae  under  the  1  fst  sentence  of  tills  (Uvlslon.         •  . 
'^/'iwA/iVdeter  d      tlH»  tiuniboi'  oi  students  in  attendance  i  t  lustltuUons 
ot^iiglm  ed„?«tff ^^^^  tbe  Vmrnmoim  shall  conumt.«  the 

'I^WS^^^^  detennination  of  the.  uumher 

otftla^m  ^rUSSS,  ni  an  Institution'  "'J^lf  «f  .f  »«««Kn  o«ate 
of  reoinieiits  of  haHlc  gi'ants  at  any.  KUch  Institution  at  eajih  I'vnncii  oi  separat^ 

nS?  of  thS  Institution  located  in  a  '''^"'''^"^ 
oiimmia  of  that  Institution  mii'suunt  to  criteria  established  hy  mm. 
campus  ortnat  n^^^^  oducutlon  may  receive  u  cost-of-edueation 

mtmint  ia  aSdS  oi'l.v  Ulton  rtwi  lcatlon  therefor.  An 

SnEatlo  uS  hfs  sp  yion  nl  aU  be  snbmltted  at  such  time  oP  t  mefj.  in  such 
maS   md^  S^  information  as  the  Comu}  ssloner  determines 

CM  o»it  his  functions  under  this  title,  and  shall— 

(A)  sS  forth  .sneh  i.ollcles,  assurances,  and  procedures  as  will  Insure 

*^"*~*(n  the  funds  veeelved  by  the  Institution  under  this  w«tlonAVlU  he 
ustHl  soldy  to  defray  Instructional  expenses  In  academically  related  i.ro- 

111)  fhS?? Sved  by  the  Institution  under  this  section  will  not  be 
HsJd  for  a  schS  or  departnu-ut  of  divinity  or  for  any  religious  worship 

(ni)"?hl%lIllS  will  expend,  during  the  academic  yf  V.hVXSn 
niivi  t  nt  Is  soiiL'ht.  for  all  academlcallj'  related  progranw  of  the  Instltu- 
fffl  a  aL3e»  at  least  the  average  atnount  so  expended  during 
the  t  U  v«S  the  year  for  whUfh  the  grant  Is  sought  !  and 

(IV)  thrippllS  w^   submit  to  the  Conunlsslotier  such  reporta  as 

.        (iSfSSrSh  oS  SSX  TXS  ;?^.ra«ces,  and  procedures 
JSl  ComSlssiolter  n.ny  rSdre  by  regulation  in  order  to  protect  the  flnan* 

^ltai"Trc^muulsS!^^^^^^^         t..  ea..h  institution  of  higher  education 
for  J  idVtli  I  vo/.H  fa    unt  to  ^       It  is  entitled  under  this  sect U..i. 

(2  Of  the  tot    s  n"  appropriated  to  make  payments  on  the  basis  of  entitle. 
meS  estabUshwl  «St!ffi         and  on  the  basis  of  entitlements  established 
under  part  rof  title^^^^^^  shall  be  available  for  nniUing  payments  o.i  the  basis 
of  VntltleiiSits  e"     Ishrk  tmder  i)nraKraph  (2)  (A)  of  subsection  (a) 

fm  S  S  cSm  avallabU.  for  making  payments  on  the  bas  s 

of  tS  Itlements  VS  1^  (2)  (B)  of  subsection  a) !  and 

(C  10  iKntnm  shall  he  available  for  making  paynuuits  on  the  basis 

f-*  (A)  f  mibJS.i  a)  L  be  made  dttrlng  any  fiscal  year  for  which  the  ap- 
i.?oi  A  t lonnor  nS  under  sttbi)art  1  does  not  edUal  a  »pnft  50  per 

S  tm  Tthe  p^  necessary  for  satisfying  the'totiU  of  all  ^ "t"^";  f 

mtle^  tn  no  event  shall,  during  any  ilsciil  year,  the 

?KfirSt  of  t£  pS^^^^^^^^  M.ls  paragraph  apfHes  W}' ; 

nS««?  thf "total  e  tltleineuts  established  luider  such  paragraph  (2)  (A)  wh Ch 
Jm  als  the  pSnS  ge  of  he  fotal  etitltlenumts  established  utuler  subpart  1  which 

(20  tJ.S.C..  loYOo)  Hnm.tott  .tuat.  23.  ll»72.  P.t..  l)2.-ai8,  Hce.  lOOl(n),  fiO  Stut.  m,  3V8. 

m\i\m'  t'OS'r.ot.MNft'ritfc'i'ioN  rAVMivs-is  'lo  tNSTtw'MONs  ov  itiottEU  mm-mon 

m.<f)  420  (a)  (1)  During  the  iwrtod  beginning  .Tuly  1. 1073  and  emUng  30, 
10?rei  c  Nns  itu  to  otM  «»"'H     t'»"tled  to  a  payment  tim  er, 

S  in  a(  3  «w!tl()n  .luring  any  ilscat  year,  if  the  number  of  pew 

ZVVi  .  are  M^^^^^^^^^^  vocational  rehabilitation  under  ehafiter  81  oj 

title  8S  tt  ite(l  S e^c"^  i'<'<'"lvl»>t<  educa  loiuU  a«H  stance  under 

oSuLm  84  of  suol  tit  e.  inut  who  are  iti  attendance  a«  undergradtnito  studeiitft  at. 
S  S  St  ttmoS^  <'<int.t«  at  h"«st  110  per  centum  of  the 
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SlgVcStt  ^"  Ihstltutlon  during  the 

«ie  iicceSU        w^uu*'^     ?  f"**      year  slmll  bo  entitled  d«rlng 

aKan^wfth^l  1^^^^^  l'arngh.i.l.  (1),  to  a  Dayment  under  n  d  l5 

ffinnh  1       section,  if  tlie  mmlwv  of  imrsons  referred  to  in  such  nnrtt. 

Ei\  1,  ilS'^,,?*/'''''^*'"'  »"»""'»• l'er«o«8  who  were  In  nttendanK; 
hIiI  l"'f«'<«»K  aoudciiUe  year.  Kueli  li  st  tutlorAvhich  il 

•      ln«fi^,'         PMrpowes  of  any  such  year  succeeding  the  vear  for  wlSi  it  la 
5;3ln?«H%l'7e^^^  ^"  "  imyucnt  under  ikmrS  'i)  SSg  the 

«m£iai;^VoKoTi^^^  £fMs  S!^         ^ «««««« 

educational  assistance  under  chapter  34  of  such  Htl^  ii  flnii 
tendance  at  such  Institution  as  aTSdSAmtVsM 

attendance  at  such  institution  as  nn  uudt;gn,raV  stSdoV"^  suih 

thl?seJt°lon"L?2ndJ'i«''f«i«rc''"     P^'""^    ^^''""w  «  P'^'^^nt    made  under 
the  tSimeJt  in  ^Li?  Kl*"*""*"  °"      .*A«"  »  f""-«»ne  basts,  tHe  amount  of 
?  t,  il  1^''«"»  shall  lie  reihjced  in  proportion  to  the  do. 

*^wiY4"J'.*''^hP?/^°»  i«  attending  on  a  full-time  basis.  ^ 
t«i«f  f„  1.1..  1.  ^^^1^^^^  education  shall  be  eligible  to  receive  the  nav- 

£ffn*?uS^'/^^A*V^^"""«?         ^his  section  only  If  It  nmkes  apXattou  therS 
ZhHmt     M^Soo ^PP"^^"""         this  HcctirSn  beSltted 
n*;"?!®  "       manner,  In  such  form,  and  containing  such  Infoma. 

S  ttf  LdThSK""''  "^••y  out  hrfVnctloKnS 

419(e)  (l)f      «'«l"««'^n'ents  set  forth  lu  clauses  (A)  and  (B)  of  section 

L^*"****       P'a"^'  policies,  assurances,  and  procedures  as  will  In- 
sure  that  the  applicant  will  make  an  adequate  effort—  -"^^  *" 

,u\\L  *o  maintain  a  full-time  office  of  veterans'  affairs  which  has  ppHnoM. 
Sm/  .thS'f  recruitment,  and  sST^uSKTlK 

•  Sseltn"g  for  vltS^^^  e«l«catloual.  vocational,  and  pe  JiS 

programs  designed  to  prepare  educationally  dls* 
advantage<l  veterans  for  postsecondary  edticatlon  (I)  nude" suSaoter 
l^V'?.?^^.^  3S.  united  States  Code,:ftu(l  (iirfn  ShrS  of 

vAffuKatfn  "  "^'"^^^T  In^tallatloli,  Wde!  subohaptS 
*.!  ?"^ry      active  outreach,  recruiting,  and  counseling  actlvl. 

SudA^'Sam  am!  under  V«,llyttSd  woVk. 

rtjiillt.*".?"''*'''^      an  active  tutorial  assistance  program  (Including 
dissemination  of  Information  regarding  stich  program)  in  order  to  iiiake 
''"'c"*^  available  tmder  section  1(^92  of  sS  tuK 
except  that  an  institution  with  less  than  2,500  sttjdents  In  attendaiui  (l)  whi^^ 
I/fS^TS"?  •^ete»''nim'«.     nccordaticG  with  regulatloi  s  Joint iv 
by  the  Cpmmlsslotjer  and  the  Administrator  of  Veterans'  Mtr"  (hSK 
SfZl.nVL*'"  "Administrator"),  cannot  feaslblyStself  tw  ouU^^^ 
of  the  programs  set  forth  Iti  stibc  auw-s  (  )  through  (iv)  of  thirciniiip  mnw 
Z'L^ftM^'iffl"""  or  programs  through  a  consorWm  igl'eeSSt  S^^^^ 
more  other  Institutions  of  filglier  educattoii,  and  (11)  shallhe  reoulred  to  carrv 
out  such  programs  only  to  the  extent  that  the  <:^mmfssioner  (  eterinlne^ltf  oc^^ 
^or(  flnde  with  regulations  jointly  prescrthed  by  the  cCtnlssioher  S  t^^^^^^ 
iwlnlstratm'.  iH  ajwoprlate  \n  tcHiis  of  the  mm  bof  of  voter  HrittattetVanw  at 
mich  instittttion.  The  adequacy  of  efforts  to  meet  the  r«ittlrements  of  da  S  mf 
Itt  the  preceding  sentence  shall  be  determined  by  the  ffinSner:  Sil  uS 
the  recoMjtnendatlon  of  the  Administrator,  In  accordance  wl  hSteff  eK 
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Uaheil  in  regulations  JoU»tly  i)re.sevll)Cd  1i.v  tho  CommlMHlonei*  and  the  Adintiilstra- 
tor. 

(2)  The  Commissioner  shall  not  approve  an  application  under  this  subsection 
unless  he  di  ^ermines  that  tUv  appUcaut  will  implement  the  requirements  of  clause 
(B)  of  paragraph  (1)  within  the  first  academic  year  during  which  It  receives  a 
payment  under  this  section.   . .  ^ 

(d)  The  Commissioner  shall  pay  to  each  institution  of  higher  e<lucation  which 
has  had  an  application  approved  under  subsection  (c)  the  amount  to  which  it  is 
entitled  under  this  section.  Payments  under  this  subsection  shall  l)c  made  in  not 
less  than  three  Installments  during  each  academic  year  and  shall  be  l)a8ed  on  the 
actual  number  of  persons  on  behalf  of  whom  such  payments  are  made  in  attend- 
ance at  the  iuBtitution  at  the  time  of  the  payment. 

<e)  No  less  than  50  per  centum  of  the  anwunt  of  payments  received  by  any 
Institution  under  subsection  (d)  of  thin  section  In  each  academic  year  shall  be 
applied  by  such  institution  to  implement  the  requirement  of  subclause  (I)  of 
clause  (B)  of  paragmnh  (1)  of  subsection  (o)  of  this  section,  and,  to  the  extent 
that  such  BO  per  centum  amount  Is  not  exhausted,  the  requirements  of  subclauses 
(il),  (III),  and  (iv)  of  such  clause,  except  that  the  Commissioner  may,  in  accord- 
ance with  criteria  estaWlsbed  in  regulations  Jointly  prescribed  by  the  Commls- 
f^oner  with  the  AdmlnlstratoiN  '.Vftive  Ihc  rcquJrenjent  of  this  sulwection  to  the 
extent  that  he  finds  that  such  institution  is  adequately  carrying  ottt  all  such 
requirements  without  the  necessity  for  such  application  of  such  amount  of  the 
payments  received  under  this  suhsectlon. 

(20  II.S.C.  t070e-l)  Knnctert  .Tiitio  211, 1072.  V.t.  02-!tl8.  sec.  lOOKn),  M  Stat.  378,  370. 

Mr.  O'Hara.  We  will  begin  this  section  as  we  usually  do,  with  a 
pi'escntation  by  our  friend  John  Phillips,  Acting  Associate  Commis- 
sioner of  Etlnclition,  who  is  accompanied  by  Sue  Hotiso  of  the  Assistant 
Secretary's  staff,  and  Dr.  Walter  Gale,  Chief  of  the  Veteran's  Program 
Unit  in  the  Office  of  Education. 

STATEMENT  OP  D».  JOHN  D,  PHILLIPS,  ACTINa  ASSOCIATE  COM- 
MISSIONER FOR  STITDENT  ASSISTANCE,  BVREAV  OF  FOSTSEC- 
ONDARY  FJDTJCATION,  TJ.S.  OFFICE  OF  EDVCATION,  DEFA|ITMENT 
OF  HEALTH,  EDUCATION,  AND  WELFARE,  ACCOMPAIMBD  BY 
SUE  HAUSE,  SFECIAl  ASSISTANT  TO  THE  DEFVTY  ASSISTANT 
SECRETARY  FOR  LEGISLATION,  DHEWl  DR.  WALTER  J.  GALE, 
CHIEF,  VETERANS'  PROGRAMS  UNIT,  BUREAU  OF  FOSTSECOND- 
ARY  EDUCATION,  0E|  AND  NEIL  MoARTHUR,  ASSISTANT  CHIEF, 
VETERANS'  PROGRAM  UNIT,  OFHCE  OF  STUDENT  ASSISTANCE 

Mr.  Ptttr,tit'.'<.  Thank  you,  Mr.  Chairman.    ,  ^ 

We  have  some  additions  and  substitutions  in  the  nneup  of  persons 
that  are  appearing  before  you  this  morning. 

Sue  Hausc,  the  Sppciiil  Assistant  to  tlie  l:)eputy  Assistant  Seci-etary 
for  I'lductttion  Legislation,  is  here  substituting  for  (nmrhe  Cooke? 
and  iii  addition  to  Pr.  Gale  on  my  immediate  right  further  to  the  rijcfht 
is  Mr.  Neil  McArthur,  Assistant  Cliiof  of  the  Veterans'  programming 
withintheOfficepf  Student  Assistance.  ,  . 

It  is  a  pleasure  to  be  here  again  today  for  the  purpose  of  reviewing 
the.  history  and  the  operation  of  the  veterans'  cost -of- instruct  ion 
program.  ,  , .  ^ 

After  this  brief  overview  of  tlie  t)rogr«m  s  history  and  oixM'ation, 
we  wmiht  be  happy  to  exnuiul  op  imy.  \mt\t  «nd  to  respond  to  ques- 
tions from  committee  members. 


I.  LeOIST^ATIVK  llXS'J'ORY  OF  TMM  VlC'lKUANS'  C0ST*0F- INSTRUCTION' 

PmXJKAM 

.    .    ■  ...  ...     .  • .     ■   •        '         ■    ,  .  ij 

The  KcUicatibil  Ammulnuuitjj  of  1072  aitthorij^cd  the  veterans^  cost- 
of -instruction  program  tuulor  part  A  of  title  IV  of  the  Higher  Mma- 
tionActof  19G5.  ■ 

Tlie  program  was  dovoloped  in  response  to  a  growing  concern  by 
sonie  that  veterans  were  not  taking  advantage  of  their  educiational 
assistance  benefits  provided  tlu^qugli  the  Ve<terans*  Administration, 
plus  the  recognition  that  many  of  tlie  nonparticipating  veterans  were 
educatiomilly  disadvantaged.        /  i  . 

In  order  to  encoui^age  scliools  to  recruit  and  serve  educationiipy 
disadviintagod  veterans,  the  law  re(^uires  that  a  participating  institu- 
tion establish  programs  of  remediation,  tutorial  services,  and  counsel- 
injj,  in  addition  to  enj^aging  in  reoruitnient  and  community  outreach* 

In  addition,  the  legislation  calls  for  a  *^bonus  payment^'  for  each  Vet- 
eran enrolled  who  has  previously  had  remediation  (GED  or  PREP 
programs)  or  tutoi'ial  aid  under  VA  support* 

To  further  encourage  postsecondary  mstitutions  to  serve  the  educa- 
tionallv  disadvantaged  veteran,  an  institution  may  utilize  up  to  50  per- 
cent of  its  aAvard  for  the  general  academic-instructional  program  of 
the  institution,  although  the  award  is  based  solely  on  veterans  enrolled* 

II.  Oj»KaAT10iVS  01'^  Vmi;KAXS'  CoST-Ols^-lNSTmMTlON  PROGKAM 

To  be  eligjl)le  for  participation  in  the  program*  an  institution  must 
be  accredited  and  nonprofit?  divinity  Schbols  ate  excluded.  An  institu- 
tion applying  for  the  first  time  exhibit  at  least  a  lO-percent  growth  in 
Its  veteran  eiu;ollm*ent  over  the  pi*evious  year;  renewal  applicaiits  must 
maintain  their  base  year  veteran  enrollment  in  succeeding  years  to  re- 
main eligible. 

Iiep:isia.tion  istiow  pending  wliich  would 'amend  this  requirement  to 
provide  that  an  histitution  would  bfe  eligible  if  10  percent  of  its  enroll- 
ment is  composed  of  veterans.  This  would  exte>nd  eligibility  to  some  in- 
stitutions which  have  very  large  veteran  populations  but  which  have 
been  unable  to  inci'ease  that  population  by  10  pei'coiit* 

Section  410  mandates  that  the  institution  slmll  maintain  a  fttll-timo 
offi(»e  of  veterans'  afi*airs  with  responsibility  for  comnutnity  outreach, 
recruitment,  and  special  education  programs  (remedial  and  tutorial), 
plus  educational,  vocational,  and'  i)ersonal  counseling  foi'  veterans; 
howe\Tr.  the  Oonjirtif^sioncj'  is  attthorly,ed  to  waive  the«e  reqtitrements 
in  part  foi;  instittitions  with  less  than  Q.SOO  students. 

In  addition^  such  an  oftice  is  responsible :  ( 1 )  For  carrying  otit  "pro- 
grams de.^igned  to  prepare  edtu»ationally  disadvantaged  veterans  for 
posKsecotidary  education'^  while  fully  utiliiiing  approi)riate  VA  bene- 
fits I  (2)  for  developing  active  programs  of  recrtiitment  and  counseling 
"throttgh  the  use  of  funds  available  under  fedeiuilly  assisted  work- 
sttidy  pro^yrams'^j  and  (fi)  for  implementing  ati  active  ttitorial  pro- 
gram maldng  maximum  tise  of  VA  bctu»fits.  The  program  regulations 
were  developed  in  close  cooperation  with  the  Vetei»ans'  Admimstration 
and  published  as  final  on  October  9, 1I)Y8* 
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As  tho  pi'o^ii-ain  1ms  hmn  oporational  loss  tliau  a  year,  it  is  too  early 
to  draw  a«v  firm  concUisions  about. its  effectiveness.  Certain  observa- 
tions can,  however,  be  made :  (a)  Veteran  ein'ollmonts  in  applicant 
institutions  have  increased;  (h)  the  nse  of  VA  tutorial  and  remedial 
benefits  hovS  inqroasod ;  and  («)  tlune  is  some  anecdotal  evidence  that 
the  campus  sorvicos  to  vetcu'aiis  have  Improved. 

Our  review  of  this  proijfnim  indicates  that  most  of  the  awards  htive 
{?one  to  publicly  supported  institutions.  Tlicse  are  tho  institutions  that 
Ivave  enrolled  veterans  in  subst^intial  numbers  and  which  liave  pro- 
vided tho  sorvicerf  required  by  the  lejxislation.  .  , 

In  addition,  many  veterans  have  elected  to  attend  public  institutions 
since  tlicso  institutious  p;onerally  charf^e  lowr  tuition. 

Mr.  Ohairman,  this  concludes  our  presentation,  ilnd  we  would  be 
pleased  to  entertain  any  questions.  ,  .  ; 

t  niljyht  also  refer  you  or  direct  your  attention  to  the  accompanyuig 
tal>le  whidi  shows  amounts  awarded  durinjr  1078-74  in  the  veterans 
cost-of-instruction,  the  first  year  of  the  operation  of  the  veterans  cost- 
of-instfuction  projiram,  and  there  is  a  shoi't  summary  there  ill  the 
rijrht-hand  column  showing?  distribution  of  moneys  by  type  of  instruc- 
tion. 

[Table  follows:]. 

Veterans'  ooat-of-iniitrnction  pvognim, 


SliUe  fatal  mount  mtiided 

Alttbninn  — —  $608, 048.  TO 

AlfisUa    28, 202.  SO 

Ai'lzrtim  —   f18S,  148.  fiO 

Ai'kaiisiis    83,51{5.70 

(liiHfol'lUil   -  6, 032, 10.1 04 

0<.l(.m(t()   - —  4(54, 848.  to 

OoiiiieotUnit  -   185,223.27 

Delaware   «  80,452.06 

DlHti'let  nt  Oolwmblii — .  170, 820. 12 

Floi'ltltt  -   807,014.0.2 

(|j«(tf«lii   I?08,3n2.5ti 

llttwiill  —   118.822.70 

Idnho  -   45,086.44 

iniiiols  -  1,801,083.07 

liuUuiui  200,11.1.02 

losvil   V   240,800.84 

Kniisfis   —  108,783.08 

Kentucky   ^  255,012.28 

Lontslttliii  ~-  —  886,802.01 

Mniiu?  — .,  -  110.0(12.00 

MillWlfilld    485.801.00 

^fii>(sn<'hUHott«  —   475, 470. 68 

MlclilKiin    764,700.02 

Jtliiiicsotil    106,703.86 

MIsslHMlpiil    225,  (108. 12 

.  SUssoitd   561,508.81 

^t..lltlma  1.%  208. 44 

NVl.mskil    48,768.61 

AWARDS  TO  INStlTUTIONS  BY  TYPE 


State  Total  amount  awmM 

Neviulu  *35,  020  ?2 

New  Hainpshli-e.         -  177.8.80.82 

NVw  JiMWV--  —  553,701.78 

New  Mexico  — -  108.653.12 

New  York-—   1,471.568,68 

Noi-tli  CntfoUna...   754,680.70 

North  Dakota   84, 568. 60 

Ohio  -  6.'{5,718.01 

Oklahoma    400, 205. 22 

Oi'ofion    861.806.07 

Peiinsylvatila   -  fiT8,  S(}7. 56 

Rhode  t«laiul   .-IT.  J^S.SS 

South  CaroUtia—   457,ii<)0.60 

South  Dakota--—   27. 080.05 

Teiiiiesfice    240, 780.  85 

Texa.s  -  1. 538,  SIS.  02 

Utah   "  '(''S' ?^ 

Vermont    20.402.40 

VlrKltila  — —  —  46.",  0.^4.  30 

VViishlnjrton  — —  OL^J.-mS? 

Wt'Kt  Viriutiiila—   87,  714.  20 

Wlscnnsln   476. 408.  flo 

Wyoiiilii«  -  -  2S.55(].09 

Puerto  Rk'o  —  212, 604. 02 

Trust  Territory  .  (!,804.84 


Total  -24. 000. 000. 04 


Typs 


ip.... 
Ayr.... 
Public. 


44 
ii 
17 


587 
46S 
■  383 
169 
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Mr,  O'IIaua.  Mr,  Phillips,  do  you  laiow  if  there  has  been  any  effort 
to  compai'o  the  inci'oaso  in  enrollinejits  with  the  increase  in  the  number 
of  veterans? 

Dr.  Piin.ui's.  You  mean  for  the  schools  participating  in  the 
pi-ograml 

Mr,  O'HAnA,  No,  but  if  the  numl)ers  of  veterans  nationwide  went  up 
12  percent,  «ay,  and  onj-oUinent  wont  up  11  i>orcent,  that  would  sort  of 
suggest  the  ^i-ogram  was  not  working. 

On  the  otner  hand,  if  it  were  the  other  way  arrtund,  we  would  have 
a  difterent  situation. 

Dr.  Phu^ups.  I  think  I  might  ask  the  chief  of  our  programs.  Dr. 
Gale,  if  you  would  want  to  respond. 

Dr.  Galk.  Unfortunately,  I  can't  respond  to  the  question.  Wo  have 
not  collected  that  sort  of  data. 

Mr.  O'Haua.  I  frankly  have  some  questions  about  whether  or  not  it 
really  is  accomplishing,  as  you  indicate,  and  it  is  too  early  to  evaluate, 
but  I  don't  know  if  it  is  really  accomi)lisliing  its  objective  or  not.  If 
there  are  more  veterans  going  to  school  or  significantly  more  than 
there  would  have  been. 

Dr.  Phillii'8.  Without  the  mM)gram? 

Mr.  O'Haka.  Yes,  without  the  program. 

Dr.  Pitif.MKs.  I  think  this  is  perhaps  a  worthy  question  and  one 
which  we  ought  to  perhai)9  try  to  see  if  we  can  come  up  with  data  for 
you,  and  we  will  be  pleased  to  make  that  effort. 

Mr.  O'Hara.  I  would  hope  that  before  we  conclude  these  hearings  it 
might  be  possible  to  get  a 'better  notion  of  that. 

I  think  it  is  very  hard  in  the  first  year  of  operation. 

Dr.  PiiiLLirs.  Yes.  Specifically,  what  you  would  like  to  know  is  the 
percentage  increase  in  numb?r  of  veterans  returning  and  available  to 
take  advantage  of  educational  services  and  tliat  compared  with  the 
percentage  increase  in  veterans'  enrollments  in  the  schools  served  by 
this  program? 

Dr.  Galk.  T  have  that  figure.  Last  year  there  were  456,000  veterans 
enrolled  in  the  whools,  tind  just  this  morning  we  got  a  count  of 
526.000  veterans.  Which  is  an  increase  of  16  percent. 

Dr.  PiiiLttrs.  That  is  a  16-percent  increase.  What  we  would  need  to 
find  out  IS  wliat  the  iucreast^  in  the  number  of  eligible  veterans  is  then, 
and  we  will  try  to  get  tluit  for  you. 

Mr.  O'Haua.  Any  under  any  other  measure  also.  That  one  occur.',  to 
me  orthiuid.  Ihoro  may  be  other  ways  also  of  measuring  it.  t  suppose 
some  of  It  has  to  do  with  other  factors  like  tiui  availabilitv  of  good 
jo)>.i. 

Dr.  PiiiLMrs.  Yes. 

Mr.  P'Haha.  So  1  am  not  sure  we  can  sort  these  tilings  out,  but  I 
would  hope  yon  could  make  an  effort  to  do  that. 

Dr.  Vmiim,  We  will  try  to,  Mr.  Chairman. 

Mr.  O'Hara.  The  two  pending  amendments— I  think  under  our 
ground  rules  of  operation  it  would  be  difficult  for  you  to  say  vorv  much 
about  them.  I  am  not  sure  that  I  understand  exactly  what  an  institu- 
tion must  do  to  remain  eligible  when  you  say,  "Renewal  applicants 
must  maintain  their  base  year  veteran  enrollment  in  succeeding  years 
to  remain  eligible." 
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Dr.  GAiJi.  The  school  in  1072,  say,.that  had  100  veterans,  had  to  have 
110  vetwans,  a  lO-percent  increase  in  1973;  and  to  maintain  their  eli- 
gibility, they  have  to  maintain  110. 

Dr.  PinMJPS.  They  have  to  increase  upward. 

Dr.  Gale.  No.  Just  maintain  the  110.  ,  i  v 

Dr.  Phillips.  So  if  they  fall  below  the  new  base  year,  they  lose  eli- 
gibility for  participation  m  the  program. 

Mr.  O'HAnA.  I  see.  They  don't  have  to  show  growth  the  second  year 

then? 

Mr.  O'llARA^They  remain  eligible  if  they  have  shown  the  gi'owth 
one  time,  as  it  were? 

Dr. Gale. Right.  .  .  „u  i 

Dr.  PiitLLiPS.  And  don't  again  fall  below  it. 

Mr.  O'Hara.  It  kind  of  looks  to  me  like  a  way  to  get  money  to  Oali- 
fomia.  I  am  not  sure  I  accurately  described  the  program.  Certainljr 
that  is  one  of  the  effects  of  it.  I  am  an  unabashed  admirer,  as  you  know, 
of  California's  public  higher  education  system,  so  I  am  not  sure  I  am 

entirely  against  that.       .  ,    «,  .  ..^ 

Butthatis,Ithink,oneof,theeffectsofit. 

Well,  before  we  go  on  with  this  and  before  we  get  into  rewnting 
title  IV,  I  very  much  want  to  get  as  hard  an  evaluation  as  we  can  ot 
whether  or  not  the  program  is  producing  the  results  that  it  is  designea 

*°fcan  imagine  that  some  institutions  might  have  had  a  10-percent 
increase  in  veterans  without  any  effort  onlheir  P^^t,  and  all^^^^ 
a  sudden  they  get  money  for  it  and  maybe  it  does  not  take  an  awtm 
lot  of  effort  to  maintain  it  there  either. 

You  know,  I  don't  know,  I  just  sHnt  to  find  out.  I  would  hope  when 
we  come  back  up  here  to  discus  policy  decisions,  maybe  we  can  have 
some  work  done.    ■      .        .  ^  »  i. 

Thank  you  veiy  much  for  coming  up,  gentleman.  I  am  not  going  to 
detain  you  further  tliis  morning.        ,  _  j  e« 

We  have  a  couple  of  other  witnesses,  and  then  I  understand  the  Su- 
preme Court  is  having  decision  day  today,  and  I  am  curious  about 

thftt*  « 
Dr.  PHnajps.  Thank  you  very  much.  ,      •  v 

Mr  O'Hara.  Our  second  witness  is  Dean  Jack  Shainline,  speaking 
fofLnc  Beaih  State  Univemty  in  California,  gean  Shainline  is 
Jepr3ngSg  Beach's  dist^  president,  T^^J^P^^^^i^ 

win  hfti  b^n  frSiuentlv  n  touch  with  this  subcommittee  and  other 
nas  oeen  "equeuvij^  "»  u    ,;^c«a«f  hi,  ftntisi<lera  the  in- 


cost  of  instruction  and  to  add  his  comments  on  any  other  institutional 
SdissuS  which  he  believes  the  subcommittee  should  be  dealing  with 

SMEMEMT  OF  DfiAU  JACK  SflAimilJJ,  mumf  AITAIHS, 

cAummA  mn  mivmm%  lom  beach,  camp. 

Mr.  Smainlinb.  Mr.  Chairman,  I  am  P^^asf  to  hear  ^^^^^^^ 
about  California.  1  was  conceited  for  a  moment  when  you  started, 
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Ihoi'o  are  two  attaohujonts  with  my  tpstimony  this  morniuff.  One  is 
an  attachment  whicli  gives  the  14  basic  sewices  which  w©  are  attempt- 
ing  to  perform  for  our  student  veterans. at  California  State  Uni- 
versity,  Lonff  Boach. 

Tlie  second,  whicli  I  think,  is  significant,  is  a  letter  from  Dean  David 
iravis,  assistant  statewide  dean  m  our  system,  which  ffives  some  verv 
accurate  facts  and  figures  of  California  and  of  the  State  university  and 
college  fYstem  and  particularly  the  veterans  population  relative  to 
higher  education  m  Los  Angeles  County. 

rM^'  ^^^»^'«^'^"»  ?f "flemen  of  the  subcommittee  we  have  almost 
6,000  veterans  enrolled  at  California  State  University,  Long  Beach. 
i„f  A  largest  veteran  population  on  any  campus  in  the  United 
States,  and  most  of  them  are  there  because  of  GI  benefits.  Most  are 
Vietnam  era  veterans.  A  lot  are  married  with  children.  Most  need  out- 
side  jobs  in  order  to  be  able  to  subsist. 

of  pi-cssure  on  our  institution.  There  is  a  tremendous 
amount  of  staff  and  paperwork  involved  in  processing  thousands  of 
"enrollment  ceitifications. 

^Onr  Votm-iitis'  Amiirs  Olfice,  which  was  sot  up  and  has  been  kept  run. 
ninjr  tor  ho  lust  a  years  out  of  our  own  limited  budgetary  hide  and 
various  other  catch-as-catch-can  budgetary  sources,  has  acted  as  the 
biiK.  0^  lerordkeeping  for  veterans  for  registration  purposes  and  as 
the  umversity  liaison  agency  to  the  Veterans'  Administration. 

Mucli  ot  its  time  has  been  taken  up  processing  the  forms  and  infor- 
inatiou  necessary  lor  what  has  become  the  almost  chronic  problem  of 
late  checks  from  the  VA,  and  securing  emergency  loans  when  checks 
do  not  come  in  on  tune, 

We  have  also  been  able,  with  the  small  staff  we  now  have,  to  provide 
some  eouusel  and  advioe  to  veterans  who  are  having  academic  or  per- 
soiuil  probleins  aiid  don't  know  where  to  turn  for  help.  ' 
.  Actually,  this  is  where  most  of  the  attention  is  needed— in  counsel- 
ing  veterans  who  are  having  problems  in  readjusting  to  civilians  and 
campus  .life,  m  providing  them  effective  academic  advisement,  career 
orientation,  and  help  in  finding  lobs  since,  as  you  know,  there  is  twice 
as  much  unemployment  among  Vietnam  veterans  as  among  others  of 
their  peer  age  group.  ^ 

A  lot  need  assistance  in  finding  housing.  Many  come  from  back- 
grounds with  inadequate  academic  preparation  inasmuch  as  former 
college  dcferinent  policies  i-esulted  iu  a  concentration  of  noncollcge  and 
often  minority  youths  with  deprived  backgrounds,  in  the  armed 
services.  ' 


Ihese  same  men  now  either  want  a  college  education  and  are  less 
well  prepared  for  it  than  most,  thus  reouiring  tutorial  and  remedial 
Vmvams  by  the  university,  or  they  arc  less  aware  than  others  that  a 
college  or  university  education  is  a  possibility  for  them,  and  that  re- 
miires  a  recruitment  effort  by  the  university,  as  well  as  the  Veterans' 
Atlininistration,  and  other  agencies. 

As  I  said,  this  is  where  mosi  of  our  attention  and  efforts  in  the 
campus  oftice  of  veterans'  affairs  should  be  directed—toward  providing 
veterans  not  oil  y  with  educational  opportunities  that  other  students 
are  iM-ovided  snth  by  our  institution,  but  also  with  the  special  help  and 
s|)ccial  services  that  many  veterans  need  and  which  cannot  be  pro- 
vided through  existing  umversity  programs.  ^ 
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•  TUo8e  i-egulav  and  iiiove  tvacUtioual  programs  ai-e  already  ovor- 
loadea  witlv  the  \\m\s  of  tlie  25,000  noiVveteran  population  ot  the  uni- 
voi'sitv  and  hindered  bv  limited  budgetary  support, 
^'^v!?  Ln'/nLo  n+M  oiii'  office  of  Veteran^  affairs  has  been 

rwork  and 


evaus'  cost'Of 'instruction  payments  ciuue  auuu^  .u  ;\"r;^7-{" 
fhVlTnited  States  was  there  a  campus  so  badly  in  need  ot  aidto  inaKe 
Hs  iSSon  iVll^^      enough  to  the  broa(tranged  educational  re- 

"^"^M^^  -hen.we  found  that  in 

orSr^imlify  foi- such  funds"  we  would  have  to  increase  our  vet; 

''""^^^^^^^^ 

fiOoLTe  veten^^^^  llore  we've  been  worlcingliard  for  the  past  severa 
TeaiSTi  grthem  to  come  to  the  univevsity  for  the  —^^^^^^^^ 
even  without  tlie  impetus  of  cost  of  instniction,  and  now  we  hnd  otu- 
sMvpq  virtuallv  mtnished  for  our  past  achievement. 

ffis  S  galling  wheil  a  university,  or  co  lege  "brand  X 
dotrtrta  l  01^ across  tlie  Los  Angeles  basin,  which  has,  say,  200 
Sins^  tir  because  of  its  location  or  because  it  has  not  been  ecv  ut- 
luf  onlv  needs  20  more  veterans  to  become  eligible  for— hacl  t he  law 
be!n  Mlv  fun^^^^^^^  $300  of  institutional  support  jier  full-t^^^^^^ 
e^uivS  ySan  to  provicle  that  veteran  with  the  needecl  educational 

''Tt^oilv  do  we  need  cost-of-irstruction  payments  in  order  to  meet 
the  IS  mron  higher  educational  institutions  bv  Mera Ipro. 
tlml  Sife^^^^  accessibility  to  ^^ift'JS^^^^^^ 
Isfeil^tiS  IKS  fubsttt. ettSint'  Ma 

bfivfl  been  bv  the  lO-percent  increase  eligibility  cntenon,  parwcuiariy 
Suit  at  a  t?ine  of  generally  leveling  off  or  declining  enrollments 

""urcSi-ent  amendment  king  offered  to  the  original  so-called  Ora^^ 
sto^i  amrdnieiit  calls  for  a  10  nercent  veteran  ^"jf i";^^^ 
cleiJlraduate  enrollment  as  an  alternative  to  the  10-percent  inciease  in 

lin^o  ASSiH  Federal  support,  but  it  also  is  equitable  for  «ill  in- 
^Kta  a^^^^^^^^^  veterans  already  enrolled  when 

TlJSJslS^^^^^  t^een  included  as  an  amendinent  in  the 

sJiaTefttS^^^^         Secondary  Education  bill  and  is  probably 

^"l  m-gcS^^^  to  insure  its  retention  in  that  legislation. 
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im-oads  in  piovidinff  ^yhat  1  considei-  to  be  the  irreducible  minimum 

t Jo^'S  M\n"^^  "ot.  only  pi-ogi^ss  toward  Hchieving  full  implementa. 

♦  i,,!    ?  the  staff  adefiuately  trained  to  manage  an  effec- 

SnltX  T^'T'  J^^*  r  ^V'^  instructorl'aSd  most 

seful  n  odeg  ot  nistruction  for  all  veterans,  particularly  for  those 
needuig  learnnig  assistftuce  and  special  advisement.  ^ 
III  a  recent  survey  of  Americans  between  age  16  and  25  bv  oninion 

KS^tli^S,Y"H^^^^^^^  ''''''^'^  diffc^eiLlVdeiTa  S 
S^e  age  gmu^  ^  '""^  "onveterans  of  the 

In  addition  to  the  problem  of  unemployment,  which  I  referred  tn 
mrher,  and  as  a  substantially  greater  incidence  of  alcS  and Sif  u  e 
which  crtvates  the  need  for  special  attention  to  these  yXHetenms 
as  a  group,  there  wiis  another  most  striking  fea  ui^f  onlv  half  tl  e 
Vu.tnam  veterans  said  that  things  were  going  well  n  thKwn  livi? 

Education,  anrt  m  most  nistunces  particularly  higher  eduSn  ran 
and  must  play  a  crucial  role  in  restoring  more  of  a  See  ' 
nU}ZTllT  tT^^  t  '\  ^Y,s^vekt  and  tears  aloneral  hough  much 
sft,iaSoi'  ^  '  '""""^  a'strainef  bSget 

veLuv'w^pl^  ^''^H'  s«>ch  as  California  St*ite  Uni- 

veiftity,  Ix)ng  Bwich  are  to  meet  the  needs  and  demands  Sthfi  vr? 
erans  who  have  met  the  needs  and  denumds  of  this  Sona 

t^f^'^^^  y  accomplished  without  Fedeml  support  to  civer?^^^ 
cost  of  n  struction  and  services  to  these  deserving  inSmls 

woJi,?efeo?;;hte  ''''  '^-^ 

Mr.  SwAtN'tiNK.  The  corrective  amendment  rediicpq  if  niflioi.  m 
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m,  OTIaka.  Well,  of  course,  one  of  the  purposes  of  the  program 
\mi  to  increase  the  enrollments  of  veterans.  Tlittt  is  obviously  why 
Senator  Cranston  put  that  provision  in.  ^  . 

Mr.  Shainwne.  That  is  correct,  sir,  md  we  have  increased  Cali- 
fornia State  University  at  I-ong  Beach  in  our  veterans  enrollment 
each  year.  Despite  declining  enrollments,  we  aro  one  of  the  few  in- 
stitutions of  our  size  that  gained  in  total  enrollments  and  did  not 
suffer  a  decrease.  '     .  ,  •  i.  * 

We  have  increased  our  veterans  enrollment,  but  the  point  I  am 
making  is,  in  order  to  continue  to  do  this  and  at  the  same  time  meet 
the  services  that  are  needed,  and  I  don't  believe  these  can  be  super- 
ficial services  such  as  telephone  calls,  letters,  telegrams  i*elative  to  late 
checks,  but  these  must  be  professional  services,  special  kinds  of  coun- 
selling, special  kinds  of  tutorial  assistance,  et  cetera. 

In  order  to  do  these  things  and  still  increase  eiiroHmsnts,  we  need 
financial  support..  We  just  can't  continue  without  the  Federal  moneys 
from  tiiis  program.  The  percentage  increase,  I  am  notsui-e  whether  we 
will  meet  it  tins  year  or  not.  I  think  probably  we  will  meet  it  this  year. 
lJut  there  will  he  other  large  institutions  that  will  not  meet  the 
increase. 

Mr.  O'HAnA.  The  law  currently  permits  the  institution  to  use  half 
of  its  veterans  cost-of-instruction  money  for  general  institutional  pur- 
poses. That  is  right  ? 

Mr.  SHAtNLiNE.  Yes. 

Mr.O'HARA.Itdoes? 

Mr. StiAixLiNE.  Yes.  .      ^  ,  „^  , 

Mr.  O'Haha.  What  do  you  think  of  that  as  a  policy  matter?  Is  thei-e 
any  reason  why  the  vetemns  cost-of-instruotioii  fund  should  be  used 
for  auything  other  than  suppoiting  veterans  services  ? 

Mr.  SitAiNLiNE.  I  don't  think  it  should  be  utilized  for  anything 
other  than  supporting  veterans'  services.  I  think  it  should  be  assured 
tliat  the  institution  utilizes  that  money  to  support  its  veterans.  I  don't 
think  we  could  take  that  money  and  suppoit  other  elements  of  the 
university.  ... 

This  money  must  be  directly  related  to  assisting  the  veteran,  in  my 
opinion.  ,  .      .  ^ 

Mr.  O'Haua.  Mr.  Benitez,  do  you  have  any  questions  for  Dean 
Shaiiiline? 

Mr.  Brniiuz.  Yes,  I  have  two  questions. 

Following  up  on  this  one  just  made  by  the  chairman,  am  I  to  un- 
derstand that  you  think  the  university  should  not  use  part  of  the 
Fedeml  moneys  received  for  veterans  to  compensate  for  the  expenses 
of  education  of  the  veterans?        .  ,  ,    «  - 

Mr.  Shaixline.  Yes,  I  feel  that  the  moneys  should  be  used  to  benefit 
the  veterans  whether  it  is  directly  on  his  head  or  not. 

Mr.  Benite>5.  Tlie  education  of  veterans  as  well  as  the  education  of 
liny  other  student  is  quite  an  e^peusive  proposition  a's  far  as  the  uni- 
versity is  concerned. 

Mr.  SftAiNtiiKE.  Ycs,sir.  ... 

BENi'iiJ/i.  And  It  would  seem  that  there  is  an  argument  to  say 
(hat  the  pi'opoiiionate  part  of  the  cost  that  results  from  education  of 
the  veterans  should  be  utilized  in  conjunction,  with  the  general  fund 
for  education. 
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Mr.  SiiAiKUNi^t  Tea,  I  believo  all  I  am  saying  ia  that  the  money's 
purpose,  it  scenes  to  nio^  is  to  ultimately,  no  matter  how  it  is  used,  is 
to  make  certain  that  we  give  the  veterans  the  assistance  that  is  needed. 

I  think  the  assumption  is  that  the  young  Vietnam  veteran  particu- 
larly needs  more  support  and  more  assistance  and  more  help  than  the 
average  student. 

Mr,  Benitez.  There  is  one  interesting^  statistic  you  submitted  here 
saying  that  one-luilf  of  the  veterans,  Vietnam  veterans,  think  things 
are  going  well  with^  them  in  their  own  lives  wh  reas  before.  Is  there 
any  comparable  statistic  with  the  other  veterans  ? 

Mr.  SiiAixuNK.  The  older  veterans? 

Mr.  BExm':z.  Other  veterans  such  as  from  Korea  and  other  war 
activities? 

Mr.  Shaixlink.  We  »re  involved  at  the  present  time  in  trying  to  do 
a  study  which  is  a  most  difficult  study  to  eomnlete.  \Ve  are  attempting 
U>  do  this  through  our  counseling  center  and  our  testing  office,  to  try 
to  determine  wluit  the  difference  is  between  the  young  Vietnam  vet- 
eran and  Korea)!  veteran  or  World  War  II  veteran. 

It  would  be  an  assumption  on  my  part  without  statistical  evidence 
to  back  it  up  but  in  my  opinion  a  fair  assumption  is  Uiat  tlie  younger 
veteran  does  have  much  more  adjustment  difficulty  than  the  Korean 
veteran  Oi  veteran  of  World  War  IL 

Mr.  Bkxitkz.  On  what  do  you  base  that  ? 

Mr.  Shainlixk.  The  natui'e  of  the  war,  the  tmpopularity  of  the  war, 
the  fact  that  those  of  the  Korean  and  World  War  II  came  back  feel* 
ing  like  the^v  wore  some  kind  of  person,  their  services  to  their  countiy 
was  appreciated.  I  don^t  feel  a  lot  of  these  people  come  home  witl  the 
same  attitude  that  we  came  home  with,  either  those  of  Vietnam  or  t  ven 
Korea.  Many  of  these  young  Vietnam  Veterans  have  guilt  feelings 
^ or  taking  pait  in  that  particular  war. 

Mr.  Bbxitijz.  There  is  no  comparable  study,  or  is  there  a  comparable 
study  at  the  time  of  the  return  of  the  veterans  from  Korea  which  could 
be  tested  against  the  one  to  which  you  have  j ust  alluded  ? 

Mr.  SiiAiXLiXB.  I  think  there  are  some  studies,  although  I  can^t 
quote  them  for  ^ou  now.  I  remember  being  involved  in  helping  to 
write  a  publication  which  had  to  do  with  the  brainwashing  business 
of  the  Korean  vetmn,  but  I  don*t  laiow  of  these  studies  from  the 
Korean  war.  It  is  an  interest  ing  point.  ^ 

Mr.  BKxmz.  Well,  you  are  testifying  then,  as  far  as  the  veterans 
from  the  Vietnam  war,  that  the^^e  is  this  significant  diffe.renc<3  in  well 
being  and  in  adjustment? 

Mr.  SiiAixMXK.  AVe  find  that  so^  yes,  sir. 

I  think  you  raised  a  very  significant  point  and,  If  this  study  could 
be  done,  I  think  the  results  would  be  very  interesting. 

Mr.  BKxrw:;^.  Welh  the  reason  I  do  ask  is  1  remember  \v}im  other 
veterans  had  returned  from  other  wars  and  my  experience  with  them 
was  there  was  always  a  problem  of  adjustment. 

Mr.  Smaixlixk.  Yes. 

Mr*  BJ5X111055.  But  that  the  problem  of  adjustment  after  a  while 
turned  out  to  produce  much  better  students  than  the  ncm- veteran  stu- 
dents at  that  time.  I  am  just  concerned  whether  that  situation  has 
changed  significantly  or  not* 
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Mi%  SwAiNUKK.  It  is  my  opinion  that  it  has.  The  votoran  needs 
moro  of  all  of  the  special  kinds  of  sovvices  tlmt  a  uniyersity  can  ottoi- 
than  either  the  Kovean  veteran  or  the-  veteran  of  World  War  II. 
:  Mr.  Benitez.  AVould  that  be  the  result  ot  the  diftorences  in  the  type 

of  the  two  wars?  .  tt   •     i  • 

Mr.  Shainunk.  Yes,  sir,  I  Avould  say  so.  Having  been  m  higher 

education  28  years  I  would  definitely  answer  that  m  the  afhi'inative. 
Mr.O'HARA.Thankyou,Mr.Benitej5. 

Mr.  Shainline,  the  staff  has  called  my  attention  to  a  new  veterans 
representative  program  that  tlio  Veterans'  A -^ministration  announced. 

What  do  you  know  about  that  and  to  what  extent  will  that  provide 
some  of  the  services  that  your  office  has  been  providing?      ^  .  . 

Mr.  Shainline.  It  is  very  interesting  that  you  asked  that,  sir,  since 
we  had  a  meeting  on  Friday  last  with  the  two  gentlemen  from  the 
Lo.s  Angeles  Regional  Office  and  our  staff  that  works  with  our  Vet- 
erans Aft'airs  Office  which  we  have  under  the  Dean  of  Coimseling  and 
Testing,  we  feel  that  is  the  appropriate  format  from  which  that  Vet- 
erans Affairs  Office  should  operate  with.         ;  . 

There  is  much  anxiety  and  concern  about  this  m  the  btate  ot  l^ali- 
fornia  in  the  university  and  State  college  system  and  I  think  in  the 

^*"oS^mffig*w^^^  say,  delightful  with  the  regional  rep- 

resentatives, because  the  thing  that  we  were  concerned  about,  these  are 
entrv  level  people,  young  Vietnam  veterans,  just  slightly  over  com- 
parable age  to  the  students,  and  I  think  they  are  going  to  bfe  well  chosen, 
but  they  will  need  further  training  and  experience. 

In  fact,  I  think  two  may  be  our  own  graduates.  We  are  intei;ested  in 
the  dual  line  of  responsibility  to  the  Veterans'  Administrntion  and 
to  the  miivei-sity  and  the  fact  that  these  people  would  not  try  to  do  in- 
depth  counseling  and  academic  counseling,  not  being  trained  for  it. 

however,  the  approach  of  Stephen  Horn  and  myself,  our  President, 
was  not  in  the  negative  to  this  program.  We  feel  tlie  "Vets  Rep"  per- 
somiel  can  done  fail  into  our  ongoing  program.  This  is  what  we  pro- 
posed to  the  Regional  Office  representatives :  .    ^  • .  i. 

Will  you  work  as  a  team  with  us?  Can  we  offer  a  service  to  these 
vounj*  people  coming  in  in  these  entry  level  positions  so  we  can  put 
them  into  an  orientation  program,  have  them  vork  in  our  management 
seminai*s,  have  them  work  in  our  counseling  staff  seminars  which  we 

^^^So  w?  werl  delighted  with  the  meeting.  They  understand  that  the 
veterans  representatives,  "Vet  Reps"  as  they  are  called,  are  not  going 
to  replace  the  Veterans  affairs  people  we  already  have  working. 

It  IS  a  different  kind  of  function.  They,  will  perform  that  function, 
as  I  see  it,  that  I  referred  to  very  early  in  my  testimony,  of  the  late 
checks,  and  tlie  benefits  of  which  there  are,  as  you  know,  numerous 
onesi  but  they  will  not  be  serving  a  dual  role  or  overlapping  role  with 
the  Counseling  and  advising  kinds  of  programs  that  the  cost-of- 
instruction  funds  permit  although  let  me  emphasize  I  don't  visualisse 
the  Vets  Reps  program  in  a  negative  way  as  some  of  the  universities 

^  Mr.  O'Haua.  You  iudicJite  in  your  testimony  that  much  of  your 
time,  and  the  time  of  your  office,  much  of  its  time  has  been  taken  up 
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processing  the  forms  and  infornwtion  necessary  for  what  has  become 
the  almost  chronic  problem  of  hite  checks  from  the  VA. 

Mr.  Shainune.  That  is  correct.  That  has  been  going  on  a  lot  of  the 
time  and  I  tlnnk  in  time  that  hopof  ally  these  functions  will  be  assumed 
by  ti»e  veterans  representative.  But  before  you  can  even  work  with 
someot  the  veterans  we  have  on  our  campus  there  has  to  be  u  rapport 
established  and  there  has  to  be  someone  there  who  can  establish  this 
rapport. 

I  believe  these  veterans  representatives,  and  I  think  l>etween  2  or  2.5 
on  our  campus,  since  we  are  the  largest,  will  be  able  to  pick  up  some  of 
that  or  most  of  that  so  that  we  can  get  down  to  the  business  of  reallv 
educatmg  veterans.  *  *^ 

We  tvre  talking  about  education,  not  the  clerical  kind  of  telephone 
calls  and  paper  processing  that  we  want  to  do  in  tlie  14-point  program 
we  have  been  attempting  to  do,  despite  the  lack  o^  funding  for  it? 

Now,  the  veteran  needs  more,  In  my  opinion,  ti\e  student  veteran 
noeds  more,  a.lot  uioi-e  than  just  the  paper  pushing,  if  I  mav  use  that 
phrase,  m  getting  his  money  and  knowing  that  there  is  a  lienefit  out 
there  of  a  loan  and  so  forth  and  so  on. 

I  believe  that  very  strongly  and  my  President  believes  that  very 
rongly,  v 

Mr.  O'Hawa.  Thank  you  very  much.  Dean  Shainline. 
Mr.  Shainlink.  Thank  you  for  providing  me  with  the  privilege. 
Mr.  Benitess,  my  son  and  wife  are  going  to  Pueiio  Rico  to  work, 
[lietter  follows:] 

The  CAtiKouNiA  SfAiB  U.NiVERsn'y  and  Colleoes, 
Mr.  John  Shainune.  I'OS  Angdes,  CaliU  June  IS,  mi 

Dean  of  Students,  CaHfomia  State  VniversltUt  Long  Iteaoh,  Calif. 

Dear  Jack:  I  have  just  learned  that  you  will  be  In  Washington,  D.C  next 
week  to  discuss  the  problems  associated  with  the  Institutional  eligibility  re- 
(luirwuents  for  funding  veterans  services  through  the  Veterans  Cost  of  Instruction 
I'rogram. 

In  my  duties  as  Veterans  Coordinator  for  the  California  State  University  and 
(  oHcges,  I  have  worked  closely  with  federal  officials  administering  this  program. 
1  must  say  that  I  have  been  favorably  Impressed  with  the  management  and  results 
of  the  VCIP  effort.  However,  since  I  must  work  with  nineteen  universities  and 
colleges  wltl'  a  total  enrollment  of  287,105,  the  nation's  largest  system  of  higher 
txlueatloM,  It  Is  very  disappointing  for  me  to  understand  and  justify  the  Ineaultles 
In  terms  of  veterans  services  between  our  campuses. 

Allow  me  to  provide  you  with  some  facts  based  on  the  number  of  eligible 
vetera.ts  securing  VA  benefit  checks  as  of  April,  1974 ;  e"bio«e 

1.  Almost  42%  (41.86%)  of  the  veterans  enrolled  In  the  California  State 
t  Mlverslty  and  Colleges  (ie,334  of  86,035)  attend  Institutions  that  are  not  ellgl- 
b  e  for  VOI  funding.  These  veterans  are  therefore  deprived  of  the  support  pro- 
vided to  those  \vho  happen  to  attend  campuses  that  Increased  their  veterans 
enrollment  i.y  10%  from  Aprlll02  to  April  1073. 

2.  In  Los  Angeles  County,  there  are  84,407  students  attending  college  on  four 
state  university  canipuscs  at  Domlnqitez  Hills,  Los  Angeles,  Long  Beach,  and 
Xorthrldge.  out  of  10,406  VA  eligible  veterans,  9570  attend  Long  BeJch  S 

Northridge,  representing  ni.0%  of  the  total  veterans  eni'oltment. 
Non^  of  these  inntttutions  have  a  VGt  pfoijmn.  Therefore,  in  California's  most 
populated  county,  with  an  employment  rate  that  exceeds  the  national  average, 
nine  of  jsVery  ten  veterans  attending  a  state  university  or  college  campus  must 
do  without  the  services  nvallat)l6  to  other  Veterans  on  hundreds  of  collece 
campuses  elsewhere.  *" 

3.  Let  us  use  Long  Beach  State  as  an  eJcnmple.  With  5874  veterans,  vou  have 
the  largest  veterans  enrollment  in  the  nineteen  campus  system.  According  to  the 
Veterans  Administration.  Long  Beach  .State  has  the  largest  veterans  enrollment 
in  California.  Our  records  show  that^l3.6%  of  your  students  are  currently  re- 
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celvtug  O.I.  Bin  imyjuents,  as  coMipnred  to  a  percentage  of  33.05%  on  the  thirteen 
OSUC  crtjiipuaes  receiving  VCl  funds.  But  your  veterans  are  lienietl  the  services 
available  to  80  mnv  others.  ^,  .  «  .  «.„ 

I  want  you  to  know  that  you  have  n>y  full  support  In  your  efforts  to  have 
Oongreasmen  recognlsse  the  need  to  revise  the  VOI  eligibility  requirements.. 

I  nnt  especially  concerned  about  the  paucity  of  services  available  In  I^s  An- 
geles County.  One  out  of  every  four  veterans  In  the  state  universities  and  col- 
leges Is  attending  classes  on  the  three  n«n-VOI  fujided  cuuipuses  In  Los  Angeles. 
As  stated  above,  they  represent  nine  (rtit  of  ten  veterans  on  the  four  os»UU 
caniim.ses  In  the  eounty.  ,  ^ 

Sty  best  wlslies  to  you  In  this  worthwhile  effort. 

^'"^^••^^y*  David  B.TnAvis. 

A8sMmt  Dean,  Student  Affairn. 

Tub  Fouhikkn  Basic  Skkvicrs  To  Vetbkans.  VmERANS*  Affairs  1»boqkam» 
Califobnia  State  llNiVEHsn'y,  Long  Bf.\cu 

Ftnmoial 

Financial  adviceof  all  kii?Us»  ^     ^  ^ 

Kmergeiify  loans  and  loan  sources  to  keep  a  veteran  In  scUool. 
Ueferral  to  Financial  Aid&»  ,        ^     ■  » 

;M/f>rwi«//on.— To  answer  the  myriads  of  questions  veterans  have  ahout  ti  e 
University,  their  ed\K  atlon,  their  problems,  their  beneflts.  and  the  other  Basle 
.Services.  The  nmjorlty  of  v<»tv^rans  have  little  or  no  Idea  of  the  many  henents 

available  to  them.  ,  .  ^ 

P(Wments*--ot  vital  and  greatest  importance  is  all  the  paper  and  form  proe- 
essing  to  assure  veterans  that  they  will  receive  tlielr  pay  checks,  and  on  Hnw! 
This  oonstitutes  tlie  overriding  cfmcern  shic^*  the  volume  of  transactions  region- 
ally and  nationally  causes  problems  in  the  Veterans*  Administration  for  which 
we  are  a  processing  agency,  at  the  Untvorslty.    ^  ^  ,  tfA 

Job  i>/afrme'«/.— Veterans  need  part-time  and  full-time  jobs,  since  VA  allow- 
ances are  trulv  minlnml.  Many  veterans  Imve  families  and  hardship  problems. 

J/ed/crtl.-^Llalsou  wlin  the  nearby  VA  Hospital  Is  kept,  and  veterans  needing 
medical  help  are  referred  there.  Handicapped  veterans  receive  siwclal  attention. 

5r«^or^^^^.— Special  tutoring  help  Is  available  to  Veterans  having  ncadenilc  diffi- 
culties and  many  returning  veterans  do.  Staff  counsels  and  refers  to  Learning 
Assistance  programs  In  the  tTnlverslty.  .  ^  . 

rottn«eKHf^.— Discovery  of  deeper  problems  by  VAO  staff  results  In  appoint* 
ments  made  for  veterans  with  professional  counsels  of  the  Counseling  Center. 
Ours  Is  a  screening  function  on  psychologically  or  problem-burdetied  veterans. 
No  tn-depth  counseling  i«  performed  by  VAO  staff. 

ftc>/ewal.— Other  agencies  on  the  campus  and  In  the  community  can  help  vet- 
erans Immenselv ;  but  they  do  not  realls^e  or  know  of  their  existence.  Staff  refer 
vetenins  to  utlllV^e  these  many  already  exlsthig  services. 

AdmmonH.—hmnl  inQUlrles  about  the  Vnlverslty  come  by  the  hundreds. 
Staff  is  gromided  In  the  fundamentals  of  admissions  to  get  veterans  started  on 

rangcK  from  Individual  attention  to  a  veteran,  to  inform* 
Ing  the  departments  of  veteran  services,  to  acquainting  the  tjnlverslty  Adminls. 
tratton  with  the  nature,  extent,  and  statistics  of  Vetera nsVproblems. 

RKCUmtMtiNT  AND  OtftaKACH  t 

/^rr/»«//mcw#.— Since  veterans  are  not  aware  of  their  educational  benefits  (only 
2r>%  nationally  ar^  takhig  advantage  of  them),  outreach  counselors  (peer  vet* 
eran  students  on  half-time  employmetit)  go  Into  the  conununlHes  t(>  see  groups 
of  veterans,  at  conunUnlty  agencies,  hospitals,  etc.,  and  explain  benefits  of  a  col- 
lege education,  our  own  and  others.  One  objective  is  to  Increase  our  enrollmenf ; 
the  greater  Ihccmiesijpports  all  t^nlversityprograms.  ^  , 

Oit«^'t'tfcft.-^t)lstlngulshe<l  from  recruitment  In  that  many  beneftts  to  veterans 
are  tiot  directly  educational  i  e.gu  home  loans,  personal  loans,  employment  op- 
portunities, disability  claims,  etc.  Tlie  Veterans*  Affairs  staff  simply  cannot  cope 
with  the  volume  and  our  supplemental  services  in  our  ami  of  greater  Los  An* 
geles  are  vital* 
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'  •  IS  . 

Zdai8on\'-lnten)retU\g,  infoi'inlni?.  rosea  tolling,  attending  agency  and  com- 
munity meetings,  all  constlttUe  a  vital  servU'e.  ■ 

Centralization  of  Sew/ccs.— To  servo  as  a  clearing  honso  In  nxw  area  among 
agencies  and  Institutions,  since  veterans  transfer  to  and  from  colleges,  and  rec- 
ords artd  pay  cheeks  ninst  follow  them.  The  clearing  Iwrnse  f miction  saves  many 
problems,  delays,  and  often  tragedies  when  checks  are  lost  or  late. 

Pe^sonoK^<^^io♦».MJ,000  veterans  on  this  canipus  arc  unique  Individuals  with 
their  problems  and  burdens,  different  in  many  ways  from  their  fellow  25,000  non- 
veteran  students.  The  veteran  fs  faced  with  the  readjustment  to  eivilian  life, 
usually  just  as  he  has  completed  his  adjustment  to  military  life.  . 

If  he  Is  eitlier  returning  to  the  academic  life  or  facing  a  campus  for  the  first 
time,  this  "civilian  adjustment"  is  further  complicated  hy  an  "academic  adjust- 
ment." A  personal  contact  with  our  staff  makes  the  difference  between  "turn  on 
and  turn  off,"  between  disappointment  (and  a  problem  to  the  community)  and 
motivation  to  make  a  new  life  and  become  a  productive  member  of  the  com- 
munity. We  have  found  the  services  to  be  essential  and  appreciated.  Our  staff  is 
vltnl  to  their  contlmmnce. 

Ml'.  BKNi-m.  Tliat  is  very  nice. 
Mr.O'HARA.  Thank  you. 

Our  third  and  fourth  witnesses  this  morning  are  two  highly  re* 
spected  college  presidents.  .. 

Dr.  Howard  Bowon,  chancellor  of  Claremont  University  Center  in 
Oahfornia,  is  a  nationally  known  expert  on  the  economics  of  postsec- 
ondary  education.  A  president  of  a  distinguished  private  institution, 
and  a  product  of  an  equally  distinguished  public  institution,  Dr. 
Bowen  enjoys  the  respect  of  people  on  both  sides  of  the  somewhat 
sharp  controversy  between  public  and  private  institutions  over  ques- 
tions of  aid,  tuition,  and  related  issues. 

Dr.  r^wis  C.  Dowdy,  president  of  North  Carolina  Agricidtural 
and  Technical  State  University,  and  the  President  of  the  National  As- 
sociation of,  State  Universities  and  Lnad-Grant  Colleges,  has  a  wide- 
spread reputation  as  an  articulate  and  well-informed  spokesman  with 
regard  to  the  problems  of  State  institutions,  particularly  the.  predomi- 
nantly black  institutions. 

I  have  asked  both  the.se  gentlemen  to  talk  with  the  subcommittee 
about  the  general  financial  situation  in  which  institutions  of  highef 
edtication  find  themselves  today  and  the  situation  in  the  context  of 
which  cost  of  instruction  and  other  institutional  aid  programs  have 
to  bo  considered.  If  Di's.  Bowen  and  Dowdy  will  each  present  their 
views  we  can  question  them  both  when  they  have  finished. 

Gentlemen,  if  you  will  please  take  your  places  at  the  witness  table* 
M'e  would  like  to  hear  from  you. 

STATEMENT  OP  DR.  wm  C.  DOWDY,  CHANCELIOR,  NORTH  CARO- 
MNA  AORICULTtlRAl  AND  TECHNlCAl  STATE  UNIVERSITY, 
OREENSBORO,  N.C. 

Mr.  Dowdy.  Mr.  Chairman  and  members  of  the  committee  I  nm 
Lewis  Dowdy,  chancellor  of  North  Carolina  Agricultural  and  Tech- 
nical State  University  and  I  am  ph-ased  to  have  been  invited  to  give 
my  Views  on  student  assistance. 

You  have  my  statement  before  you.  1  will  not  read  it  all  but  will  hit 
some  of  the  highlights  of  it. 

^  While  I  appear  before  yow  today  as  president  of  the  National  Asso- 
ciation of  State  Univei-sities  and  Land-Grant  Colleges  and  as  a  mem- 
ber of  the  board  of  directors  of  the  American  Council  on  Education 
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and  thp  advisory  board  oi  Southern  Eogibnal  Kductition  Board,  I  do 
hot  jebvfesent  either  of  .tlieise  omcially. 

institutjib 
\yhich  wi 

^^%^vm\homh  I  do  not  officially  ropresent  my  colleagues  of  institu- 
tionrdiSfo  Jhe  oS  represiiil,  i  Avisli  to  share  Bome  niformation 

*'a?oTri"f  coto.  and  universities  loc>^l 

primarily  in  the  southern  i%ion:  Of  tl£n"mber,  there  are  IG  land- 
errant  colleges—sometimes  reterred  to  as  1890  colleg^.  . 
^  The  comlined  enrolhnent,  in  these  ^4  colleges  is  n^proj^^ 
000;  which  produces  a  combined  graduatmg  clsiss  of  about  17,000  per 
vear  to  be  pumped  into  the  bloodstream.of  our  society.  .  . 

^  The  aveVageVrpW^  income  of  .students  at  thef?e  co  legeg  is  about 
$6,000  aminafly  ah&i  about  half , of  the  students  coyne  from  rural  areas 
w ffle  a  steady  leveT  of  income  Is.less  likely  than  m  urban  areas. 

It  is  readily  apparent  that  pai'ents  who  have  sons  and  daughters  m 
college  with  tiiis  level  of  income  must  make  a  much  larger  sacrifice  and 
£Ta  gr^^^^^^  percentage  of  their  income  to.  filian(»  postsecondary 
cdStlon  of  thefr  offspring  than  do  parentf?  with;higher  mcomes. 

For  tirpast^^^^^  yea?s,  tfa  institutions  have  b^^.tvannng  Wers 
for  our  gimt  Nation  anA  they  face  a  future  of  rendering  even  b^^^^^^^ 
contributions  through  instruction,  service,  and  research  provided 
SrZiS  support,  is  forthcoming  from  Federal  and  State  sources 
for  both  the  student  and  the  institution.     .  „ii 

Providing  low-cost,  h  gh-auality  education  to  students  ot  all  laces 
is  the  m«^^^^^^  of  tEese  colleges  and  universities,  and.they  stand 
'Sy  ?o  seira  bm^^^^^  constituency  and  new  roles  as  a  viabb  se^^^^ 
and  equal  partner  in  the  total  structure  of  American  h^fther  education. 

C  I  tuni  my  attention  to  each  of  the  separate  student  assistance 
programs  under  title  IV  and  the  institutional  support  program. 

THB  KATlONAli  DIREOT  (DKPBNSII)  S'nfDBN'T  LOAN 

I  feel  that  this  program  should  be  continued  because  it  is  crucial  for 
students  from  families  with  low  incomes.  In  many  cases,  this  is  tho 
S  loan  p?™  students  and  parents  can  turn  to  because  of  the 
Svisiorfmhntcrest-f ree  loans  dui'ing  the  time  %  b()riwer  is  in 
schooh  the  low-intorest  rate  during  repayment  period,  and  the  ex- 
Sded  So  for  repayment,  plus  cancelfatlon  provisions  for  teaching 

''"MSl"th7nTaH''of  these  loans  have  been  made  to  students  from 
famU  es  with  annual  incomes  of  under  $6,000.  Studente  who  use  these 
tas  u3v  come  from  a  background  that  would  not  present  a  veiy 
poSrapplication  for  borrownig  through  the  guaranteed  loan  pro- 

^^Their  families  do  not,  generally,  have  good  credit  references  and  in 
manTc JSl  five  been  told  thatUfi.  bani:  refuses  to  grant  loans  even 
under  this  plan  unless  the  family  can  put  up  collateral. 

In  aSon  to  this  difficultyrrepayment  under  the  gitaranteed  loan 
plan  has  higher  Interest  which  almost  defeats  the  plan  used  by  most 
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low-uicomo  families  to  provide  iwstseuoudary  education  for  their 
cftUdren.  It  is  generally  the  poHcv  in  low-income  families  to  require 
the  first  offsprmg  who  finishes  college  to  get  a  job  so  that  he  may  help 
defray  tlie  expenses  of  scndmg  other  members  of  the  family  to  college, 
and  this  processa  continues  down  the  line  until  all  who  have  the  will 
and  ability  to  go  to  college  finish. 


WORK  STUDY  WlOOnAM 


The  College  Work  Study  program  is  an  excellent  program  because 
woridng        **PP°^'*"^^y  ^  develop  the  discipline  and  the  habit  of 

In  addition  to  that,  it  provides  on-the-job  training  to  students  be- 
cause, many  students  work  in  laboratories  and  they  work  in  work 
situations  which  ai-e  closely  related  to  their  major  areas. 
L  9  J.  J  "^"r>  *=''"donts  who  come  to  our  colleges  who  have 
had  disadvantaged  backgrounds  and  need  to  spend  all  of  their  time  in 
eliminating  those  deficif  areas  ih  their  educational  background,  this 
program  will  not  work  well  for  them. 

OUARANTEBD  LOAN  PROGRAM 

The  Guarantewl  I»an  program  is  of  great  assistance  to  the  middle- 
and  upper-income  families  because  it  provides  an  excellent  souiv«  of 
brackets*  postsecondnry  education  for  families  in  these 

Guaranteed  loans  would  not  assist  low-income  families  to  the  extent 
of  the  National  Defense  Student  Loan  program.  In  the  firsD  place, 
poor  people  3ust  cannot  see  making  such  a  big  debt  with  high  interest 
rates  so  far  in  advance  of  how  they  are  going  to  pay  it  back  and  what 
they  are  going  to  do  after  finishing  college. 

Many  low-income  families  find  it  extremely  difficult  to  borrow  under 
this  plan.  In  tnany  cases  the  banks  require  some  type  of  collateral  be- 
cause  the  families  have  not  had  a  very  glowing  credit  record.  The 
magnitude  of  a  large  debt  could  be  frightening  to  not  only  the  family 
but  also  to  the  student  involved. 

In  reality,  it  is  possible  for  two  students  to  get  married,  graduate 
from  college  and  faw  a  $20.nno  debt  with  T-pet'cetit  ititcrrst  iulderl  be- 
fore  they  have  bought  the  first  baby  crib  or  frying  pan.  Then  I  believe 
thev  would  go  for  simultaneous  universal  suicide. 

Therefore,  I  suggest  that  the  National  Defense-Direcfc-Student 
Loan  program  be  continued  to  serve  those  families  that  are  not  in  posi- 
tion  to  benefit  from  this  type  of  pro^^ram  and  the  Guaranteed  I^an 
program  will  continue  to  serve  to  assist  those  families  who  have  the 
financial  resources  sufficient  to  handle  this  arrangement. 

Next,  the  Supplemental  Educational  Opportunity  Grants. 

This  program  should  be  continued  until  we  sec  how  the  basic  op- 
portunity educational  grants  will  work  out.  ^ 

Stfl't'MiiAtttNtAt,  KDVCATlOVAI.  OPPOnTttS'tTr  GRANTS 

Tlic  Simplemeiitnl  Kducational  Opportunity  Grants  have  served  a 
great  need  for  the  very  low  income  families  who  just  did  not  have  the 
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first  funds  to  begin  with.  Tliis  program  shotild  be  cont  juucd  until  such 
time  as  the  Basic  Educational  Oppoitunity  Grants  Program  shall  have 
been  implemented  sufficiently  through  increased  funds  and  better  pro- 
cedures, including  increased  awareness  on  the  part  of  the  stiidents  and 
parents  to  take  advantage  of  the  Basic  Educatmnal  Opportunity 
Grants  Program.  ,  .  „         .  , 

Since  the  Basic  Educational  Opportmuty  Grants  Program  is  han- 
dled in  a  different  fashion  than  the  Supplemental  Opportunity  Grants 
Program,  it  will  take  some  time  for  students  and  parents  to  adjust  to 


tlie  cost  of  education  of  a  student  from  a  1ow«income  far.iily  and  he 


luis  to  match  or  package  his  funding  program ;  nieaning  that  he  would 
liave  to  go  and  borrow  some  money  if  he  can't  get  it  from  the 
guaranteed  loan  program,  then  he  has  nowhere  else  to  turn  to. 

I  am  saying  we  ou|*ht  to  keep  alternative  means  for  funding  post- 
secoudary'education  in  tlie  student  assistanoe  program. 

Next,  the  institutional  grants  program  I  heartily  endorse  because 
I  think  that  to  maintain  and  to  raise  the  quality  of  our  various  educa- 
tional programs  it  is  necessary  to  have  this  general  institutional  sup- 

^°Stndent  support  does  not  underwrite  the  total  cost  of  the  kind  of  in- 
stnictional  programs  that  American  citisiens  wish  tor  their  sons  and 
daughters.  ,     .  „       ,  « 

This  need  is  even  greater  in  the  historically  black  colleges  because 
they  are  still  in  the  process  of  overcoming  the  long  years  of  uncqualed 

^"W?th 'general  institutional  support  I  think  that  these  colleges  and 
many  colleges  that  are  similarly  situated  could  reach  the  pinnacle  of 
swcm  in  higher  education  more  quickly  and  close  the  gap  between 
liecoming  and  being  an  excellent  histitution  of  higher  education.  , 

I  sincerely  endorse  the  assistance  to  institutious  of  higher  education 
as  proposed  by  Congress  as  necessary  and  appropriate  if  we  are  to 
continue  to  look  to  these  institutions  as  loaders  in  providing  skilled 
manpower  and  -well  trahied  leadership  for  our  Nation. 

The  special  programs  for  students  from  disuin  antaged  background, 
that  is,  the  trio  programs,  which  include  talent  search,  upward  bound, 
and  special  services.  ,      ,        ,  i   .  , 

We  have  had  experience  with  this  program  and  we  also  worked  with 
the  Model  Cities  program.  We  have  discovered  students  who  never 
thought  they  could  go  to  college  and  now  many  of  them  arc  in  gradu- 
ate schools  Iwcause  they  had  tins  opportunity.  ,    ,  ,      ,  , 

We  have  an  82'percent  sticcess  in  graduate  schools  from  the  students 
who  have  been  in  this  program.  .      ,         *  . 

One  concern  1  have  is  that  in  colleges  such  ns  the  ones  I  am  talking 
abotit  that  do  not  have  large  endowment  funding  programs,  where  the 
majority  of  students  have  a  maximum  need  factor  and  where  maxi- 
mum dependency  exists  on  federally  sponsored,  or  sjionsored  federally 
assisted  programs  to  gain  a  succesful  education,  while,  t  accept,  the 
basic  grants  program  as  a  means  to  attdintnont  of  education  the  initial 
year  of  tliis  program  left  much  to  be  desired. 
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With  the  IncroHSB  in  t\i^  level  of  individual  grants  for  the  1974-75 
school  year,  thia  aspect  of  the  entitlement  concept  shou)d  be  greatly 
improved.  ^ 

However,  imi)i'ovements  are  needed  in  the  applicf^tipn  process  for 
this  and  other  kinds  of  financial  assistance  progranis  with  similar  im- 
provement in  the  deli  very  system. 

Another  concern  is  one  which  relates  to  the  matching  aspect  of  the 
program  and  the  emphfisis  that  has  been  placed  on.  us  of  guaranteed 
loans  as  a  resource  for  matching  with  the  attendant  recommendation 
for  phasing  out  the  national  direct  student  loan  program  as  a  matching 
resource. 

I  have  indicated^  I  believe^  that  there  ought  to  be  alternative  sources 
to  which  these  students  and  their  parents  may  turn  to  secure  the  re* 
quire  funding. 

I  heartily  endorse,  as  a  means  of  minimiyang  the  amount  of  money 
a  student  must  borrow  in  order  to  attain  an  education,  that  we  con- 
tinue the  enual  opportunities  program  for  some  time  in  the  futum 
until  we  find  out  how  the  basic  opportunities  program  is  going  to  work 
out. 

(bnsidering  the  experiencos  that  we  have  had  with  several 
student  assistance  programs  and  the  coimnents  I  have  received  fmm 
time  to  time  from  my  colleagues  in  other  institutions,  I  strongly  i*ecom- 
niend  that  the  present  programs  be  retained  so  that  We  may  provide 
alternative  funding  for  different  kinds  of  problems  and  needs  of  our 
students. 

^n  addition,  I  sugg-cst  that  a  way  be  found  to  simplify  the  present 
multiple  process  included  in  securing  financial  aid. 

I  wmh  to  thank  the  members  of  this  conunitteo  and  yoxx^  Mr.  Chair- 
man, for  inviting  me  to  appear  before  you  on  such  an  important  issue 
that  will  not  only  affect  the  lives  of  so  many  of  our  citiidens  but  may 
be  the  key  to  contimied  progress  for  the  greatest  nation  on  the  face 
of  the  earth. 

I  close  by  paraphrasing  a  statement  from  John  Dewey,  **What  the 
best  and  wisest  parent  wants  for  his  own  child  that  must  the  Nation 
want  for  all  of  ite  children.*^ 

Mr.  O'Haua.  Thank  you  veiy  nmch,  Dr*  Dowdy. 

Mr.  Bowen. 

STATEMENT  01*  Bit.  HOWARD  BOWEN,  OHAHOELIOB,  OLAREMONT 
trniVERSOT  CENTER,  CIARBMONT,  CAMP. 

l)i'.  1V)W«N*.  Thank  you  Mr.  Chairman  and  Congressnum  Benite;«* 
I  was  asked  to  provide  some  long^mnge  pei*spcctive  on  the  future 
fiiuincinjLf  of  postsecondary  education,  so  I  shall  not  speak  to  particu- 
lar provisions  of  proposed  bills. 

The  field  is  very  wide  and  the  time  is  short  so  I  have  chosen  to  focus 
on  two  to|)los,  one  being  the  long-range  demand  for  po^tsecondary 
education  and  the  other  the  financing  of  the  private  colleges  and 
universities. 

I  have  prepared  some  statistical  tiibles  which  I  hope  you  have  before 
you  and  t  will  refer  to  them  as  1  go  along. 

Let  me  begin  with  an  analysis  of  potential  future  demand.  In  my 
judgment,  future  demand  maybe  much  higher  than  is  commonly  sup- 
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posed.  I  would  like  to  b«^?in  with  i^oinilation  eatimtites;  My  table 
!s  simply  <i  census  proieotion  to  the  year  2000.  It  shows  that  the  totfil 
population  will  increase  by  about  GO  millions,  and  that  the  mnnbev  m 
the  18-to.24  age  ijroup,  which  is  now  ai'ound  24  and  a  half  million, 
will  reach  something  like  28  million  at  the  end  of  the  centuvy. 
This  woitld  increase  by  about  14  percent. 

TABU  1.-P0PULATION  ESTIMATES,  197l)-2000< 
(In  thousands)  ■  >: 

,  I       ■  ■  '  total 

Ages  18  to  21     Ages  18  to  24  population 

W&  •   15'226  25,870  213,925 

1980     jS'gsS  23  406  246,639 

aoflo:::::::::::::::::::::::::::::::::::"::::*':*"*-^        igill      ir.^y  2H435 

iSoufce:  Bureau  of  tliB  Census,  "Pfolectlons  of  School  and  College  Ert""?,?^  ikK5rtlia?i."f973'*' 
parlment  of  Commerce,  series  P-25.  No.  143.  January  1972.  od.  g"! ''S<4tls  oal  Ab  tf^^^^  States,  1973, 

pp.  6-7.  These  estimates  assume  that  on  the  average  women  Mil  bear  2.11  children  during  thelf  iiteiimes, 

Dr.  BowKN.  But  higher  educational  enrollments  ore  affected  by 
many  influences  other  than  population  growth  and  so  I  have  presented 
in  table  Z  a  proieotion  of  enrollments  in  higher  education  made  by 
the  CttWiegie  Commission.  This  estimate  suggests  that  in  the  rest  of 
the  centuvy  the  number  of  persons  in  higher  education  might  increase 
by  56  percent. 

■    TABLE  2.-ESTtMATE0  ENROLLMENTS  IN  HIGHER  EDUCATION,  1970-2000  > 

tin  thousands) 

'  '  '      "  Number  of  fulMlme 

persons       eqlilyalents . 

,         .     8,649  6,764. 

1970  '   ,  jf  lJJ.  8  896 

1980.    M.....—  ■  8  502 

^::::-::v-:v.-::v^^  h«s  ^°'S6i 

"il^ree:  Carnegie  Commlssbn  on  Higher, Education, ' "Priorities  for  Action:  Final  Report,"  New^ 

Bo«rco;,  1973,  p.Tl03.  Figures  telat  to  opening  fall  enrollment,  and  assume  considerable  growth  of  nontradltlonai  siuay. 

Dr.  BowKN.  Now  a  56-percent  increase  in  enrollment  over  30  years 
averaging  about  1.5  percent  a  year,  would  be  tiny  compared  with  the 
actuafenrollment  growth  from  1986  to  1969  which  averaged  7.5  percent 

^  ^ut  a  66.percent  growth  from  the  very  large  base  of  1970  jyould  be 
far  from  negligible.  It  would  mean  that  half  as  much  new  college  and 
university  capacity  would  have  to  be  put  m  place  in  the  next  80  years 
as  exists  today.  But  I  don't  take  these  prbjectioiis  too  seriously.  We  all 
know  that  deVnographic  projections  have  a  way  of  going  a\yry.  They 
rest  on  a  lot  of  assumptions  that  may  or  may  not  prove  valid.  Ihe  tle- 
mand  for  higher  education  is  not  independent  of  «ie  fupply.  The 
number  of  students  who  will  h&  in  higher  eductition  in  the  year^2000 
will  be  determined  by  the  number  and  kinds  of  institutions  available, 
by  the  relevancy  and  attractiveness  of  the  |)rogt'am8  they,  offer,  by  the 
convenience  of  the  times  and  places  at  which  education  is  offered,  by 
the  character  of  the  admissions  requit'ements,  by  the  tuition  charges. 
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to^fc  ftrrangomonts  for  i-eleased  time  from 

d!this market  conditions  that  are  on  the  supply  side 

„A?«!ll*l^®?j'^®'"°^**^*®?  ^^f^  ov^r  again  that  students—both 
young  and  old— respond  when  new  institutions  are  located  near  their 

JSSj?®"  ''^"^  f  ®  convenient  times,  when  obsolete 

admissions  requirements  are  removed,  et  cetera. 
In  other  words,  there  |s  not  some  ^jiven  demand  to  which  supply  must 

fffi  V  '7*^f  ®j  ^^^^^^  1?  H^'^y  ''^'^^We  and  expansible  depending  on 
the  kind  of  education joffei-ed  and  the  terms  on  which  it  is  available. 

«ni2  «  S  u  ^UPP^y  0"  enrollment,  one  needs  only  to 

l^^tuuL^r  different  enrollments  in  American  hij?her  education 

.«n!?«  iii^^*  ^^^^  of  college-jroing:  in  the  United  States  as  compared  with 
many  other  countries  is  explained  almost  entirely  by  the  greater  avail- 
abOity  of  supply  in  our  country.  ^ 

So  projections  of  enrollments  which  purport  to  measure  the  demand 
to  which  stipp  y  should  be  adjusted  are  bv  themselves  not  very  useflil 
WnS*    relevant  consideration  is  to  detemine  what,  in  tl'ie  public 
interest,  should  be  the  supply  to  which  demand  can  adjust. 
„.  V  one  were  to  m-edict  enrollment  hi  aoOO  on  the  assumption  of  a 
r  md,  conventional  education  with  high  tuitions  and  limited  student 

?in  "^"^e*  "PPe*"  '"come  students, 

the  rrault  would  be  quite  different  from  that  based  on  the  assumption 

oLn-M  TS^^i  education  with  low  fees  and  liberal  student  aitf  and 
available  both  to  the  old  and  youn^r,  offered  at  convenient  times  and 
places,  and  serving  manv  different  classes  and  backgrounds. 
•  1?  J?®  '*P.P®^  }}^^^.  *"e,  number  of  persons  who  may  participate 
m  higher  education  is  set  simply  bv  the  number  of  persons  over  18 
m  the  population.  It  is  not  even  limited  by  age.  Some  of  the  most 
active  learners  today  are  retired  people  over  the  age  of  66. 

ihft  possibilities  for  expansion  are  illustrated  by  some  facts  about 
participation  rates  in  higher  education  today. 

For  example  (see  table  3),  the  number  oif  women  attending  is  more 
than  a  million  less  than  the  number  of  men. 

j^j^^  Tabmi  S.-'EnrotlmentH  hy  sem,  Bm-'tft  * 

Women     4.270,000 

Difference  ^— ^„  — — --^  1  128  OOO 

mSm  iKffit"'''''  3timm  U,  loni!*  iaPli«««  relate  to 

Dr.  RowEN.  As  shown  in  table  4,  the  relative  number  of  low-income 
poi'sons  attending  ts  far  below  that  for  high-income  persons. 

'TAttt.fi  4.--^PaHMp(tHon  rate,  Persons  of  age  J8  io  2/,  hti  f amity  hmmo,  im  * 
Inmm  otnsst  18-24.yenr.oid8  attendltig  coHcge  full  timcl 

0  to  $8.000   ^  id 

!?3,000  to  $S,000   I  •* "  }q 

.$8,000  to  $7.B0O--..„„.„.  _    18 

.$7,600  to  $10.000.-..   M 

mm  to  $is,ooo..-._.„._.._^  " ' —  ii 

over  .$16,000  -iiu!"!"!"!!"!!!!;::::::  m 

OffioM»73?p.  27?  Wosl^'neto" '  U.S.  Oovornment  Printlni 
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Pr«  BowKX.  Only  15  percent  of  persons  15  to  24  years  of  uge  from 
very  low-income  f aixiilies  are  attending  as  compared  with  56  percent 
of  tiiose  from  f ami? -es  with  incomes  over  ^15,000. 

There  are  also  snrprisindy  wide  variations  among  the  States  in 
college  attendance^  (bee  table  5«)  If  one  mentions  the  extremes^  in  one 
State  college  attendance  is  24  percent  of  the  IS-  to  24-year-old  groitp 
and  in  another  it  is  59  percent.  The  national  average  is  39  percent. 

TABLE  S.-ENROILMENTS  AND  POPULATION  OF  AQES  18  TO  24,  SELEGTEO  STATES 

|lnthousands| 


Enrollment  8s 

Population  >  percentage  of 

of  ages  18  to  24     Enrollfflent  >      Population  of 
(1970)  <i972)      ages  18  to  24 


Afiiona  

Ut6h  

California  

Oregon  

South  Carolina. 

Arkansas*.  

Alaska  

Georgia  


2n 

143 
2,447 
238 

3Si2 

% 

588 


124 
82 
1311 

123 
94 
54 

lif 


1  Ameriein  Council  on  Education,  'Tact  Book  on  Higher  Education,"  2d  issue,  1973,  pp.  73.68-9. 
t  Carnegie  Commission  on  Higher  Education,  ''Priorities  far  Action:  Final  Report,'*  New  York:  McQraw*Hill  Book  Co,, 
19?3,  pp.lOl-2. 

BowEN.  N0W5  there  is  some  overlap  or  double  counting  w^lien 
one  considers  the  differences  in  college  attendance  iby  sext  income  class, 
and  States«  Nevei'theless,  after  adjusting  for  this  overlap,  if  women 
would  attend  ^at  the  same  roite^as  men,  if  low  income  people  could  at- 
tend at  the  same  rate  as  high  income  people,  if  attendance  rates  wei*e 
as  high  throughout  the  country  as  they  are  in  the  leading  States,  en« 
rollment  would  probably  be  increased  by  6  or  7  millioUi 

And  ii  persons  beyond  the  usual  college  age  began  attending  in 
rapidly  growing  numbers  as  they  show  every  sign  of  doing,  enroll* 
meats  would  grow  even  more* 

A  doubling  of  present  enrollments  of  8  million  is  not  out  of  the 
qtiestion  by  the  end  of  this  century* 

One  muy  argtie  that  the  upper  limit  on  college  attendance  will  ul- 
timately be  set  by  the  number  of  persons  caijable  of  doing  college 
level  work,  but  even  this  limit  is  not  as  rififid  as  is  sometimes  supposed. 

We  have  learned  over  the  past  severafdecades  that  thfe  number  of 
persons  cap{d>le  of  doing  college  work  as  conventionally  defined  vastly 
exceeds  our  earlier  expectations. 

The  average  ability  level  of  bigh  school  graduates  continuing  on 
to  college  rose  over  the  peinod  from  1925  to  1961  wlien  our  educational 
system  was  rapidly  expanding*  Recently  we  have  begun  to  dip  into 
Imver  average  ability  levels*  Indeed  the  community  college  exists  pie* 
cisely  to  expand  opportunity  to  n  wider  range  of  students.  Neverthe* 
less,  there  are  many  indications  that  millions  of  young  people  of  high 
academic  ^ability  are  still  not  in  college. 

The  question  of  what  we  moan  by  college  level  work  is  also  ambigu- 
Otis.  The  higher  educational  system  has  expanded  and  offered  an  ever 
wider  rang^  of  both  academic  and  vocational  programs.  ^ 

We  look  now  itpon  qualification  not  m  meeting  some  arbitrary  level 
of  IQ,  but  rather  as  the  capacity  to  benefit  from  additional  educa- 
tion of  an  appropriate  kind  whether  it  be  academic  or  vocational. 
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No  one  would  uvgue  that  a  high  proportion  of  tlie  i)opulation  is 
cjualified  for  our  most  selective  colleges,  'and  I  do  not  suggest  that  all 
institutions  should  have  open  admissions.  But  it  may  be  argued  thAt 
most  people  could  benefit  from  postsecondary  education  if  there  were 
sufficiently  varied  institutions  offering  suitable  programs. 

So  a  basic  question  facing  American  society  in  tiie  remainder  of  this 
century  is:  How  much  higher  education  should  be  offered?  This  ques- 
tion cannot  be  answered  merely  by  projecting  demand  on  the  assump- 
tion that  higher  education  will  continue  as  it  now  exists. 

It  must  be  answered  in  terms  of  what  amount  would  be  in  the  long- 
run,  public  interest  if  the  higher  educational  system  wei'e  properly 
geared  up  to  meet  the  needs  of  whatever  students  would  enrml. 

I  believe  that  this  question  will  in  fact  be  answered  along  this  line : 
That  it  will  become  the  policy  of  the  XTnited  States  to  provide  the 
facilities  and  encouragement  so  that  the  overwhelming  majority  of 
our  people  will  be  able  to  develop  themselves  as  human  beings  to 
the  full  extent  of  their  individual  potentialities. 

Education  of  this  kind  will  be  carried  on  in  many  ways,  in  many 
different  kinds  of  institutions  or  settings,  and  at  many  diffemit  times 
within  the  lifespan. 

The  necessary  0ncouragemcnt  will  include  low  tuitions,  adequate 
student  aid,  appropriate  admissions  requirements,  varied  institutions 
serving  many  different  types  of  students,  released  time  from  work  for 
education,  et  cetera.  ,  /. 

I  believe  that  convfintioiuirpi*6jectioiis  of  cnWllmcirits  greatly  Un- 
derstate both  what  wohld  be  desiraWe  participation  ill  lii^ier  educa- 
tion and  what  will  in  facji  be  demahded  %y  the' American  people. 

I  havd  developed  these  ideas  rtt  grciater  length  in  a  paper  tri  be 
published  this  siimmer  in  the  Educational \Record  und^r  the  title 
"Higher  Education :  A  Growtli  Industry  I  would  be  pleased  to  mdke 
this  paper  available  to  the  subcommittee.  '  '  ' 

Mr.  O^Haha.  We  would  appi*Gciat^  having  it.     '         ;  • 
Pr.  BowKx.  I  would  like  .to  turn  now  to  financing  of  private  c6l- 
leges  and  universities. 

In  doing  so  I  do  not  mean  to  ignore  the  problem  or  impoi^tance  of 
the  public  sector.  I  look  upon  these  two  sectoi^s  as  complementary.  I 
would  like  to  point  out,  Mr.  Chairman,  that  in  lUy  own  case  my  entire 
educat ion  occurred  in  public  institutions. 

In  addition,  I.have  served  two  of  them,  one  as  dean  and  one  as  presi- 
dent. I  havij  also  sers^ed  some  private  institutions.  So  I  am  trying  to 


„   .     ^  pri   

described  by  Earl  P.  Cheit  as  fragile  st4ibility.  Most  of  them  have  been 


   ones  are  disappearinff 

and  othefs  am  nearin^f  the  precipice.  Tlie  many  others  whose  sun'ival 
is  not  in  question  are  in  danjjer  of  a  weakening  of  their  capacity  for 
Vigorous  progress  and  leadership. 


O  ^>  ^ 
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An  abundance  of  scattered  evidence  suggests  quite  firmly  that  in 
jnany  institutions  ourront  income  is  not  keeping  pac^^/vith  i-isnig 
costs,  that  the  number  of  student  appUcunts  is  declinmg,  tlmt  the  aver- 
age academic  ability  of  admitted  students  is  falling  and  in  some  cases 
enrollments  are  falling,  that  j)lant  maintenance  is  being  postponed, 
and  that  the  quality  of  instruction  is  being  eroded. 

The  most  disquieting  feature  of  the  situation  is  the  appai-ent  weak- 
wjss  in  student  recruitment.  The  declhie  in  number  of  applicalits  is  clis- 
heartening,  not  only  because  students  are  the  raison  d'etre  of  colleges, 
but  also  because  students  bring  with  them  tuitions  which  are  the  hnan- 
cial  mainstay  of  almost  all  private  histitutions.  , 

The  efforts  of  private  institutions  to  communicate  the  precarious- 
ness.of  their  situation  have  not  been  entirely  successful.  Jew  colleges 
have  actually  gone  out  of  business.  ..  .    ,  ^„ 

Many  of  the  deficits  experienced  at  the  onset  of  the  crisis  have,  as 
Cheit  shows,  been  corrected  by  severe  budgeftary  control  and  by  sti-enu- 
ous  efforts  to.raisc  money  and  recruit  students. 

Most  institutions  are  operating  with  seeming  normality,  lew  wish 
to  advertise,  their  problems  and  apprehensions  lest  it  discourage  stu- 

dents  and  donors. .  .  ,     ,     ,    ,  , 

Yet  most  informed  observers  judge  that  the  balance  is  precatious, 
and  that  a  wave  of  dire,  and  perhaps  irreversible,  distress  may  be  ex- 
pected for  hundreds  of  worthy,  institutions  witliin  tlie  next  ,5  years 
unless:  appropriate  public  measures  are  taken.  The  problems  will  of 
course  hit  the  weaker  institutions  first,  and.  hardest,  but  few  will  be 
exempt  eufirely. '  "        ■  '  .  • 

The  pi*ccari6us  condition  of  the ' private  s»r  is  lii  iiti^ensa  dMe 
tp  its  own  inadequacies  or  shdltcommgs.  It  has' long  servedi'aftd  ,cori-» 
tinites  to  serv6,  the  l-ouiitry  Well.  Its  current  distress  is  due  primanlV 
to  actions  of  government  which  have  bedli  AVh^lly  lieybhd  the/controt 
of  the  private  sector^.  Tlie  bA^ic  lirob.lem  is  thtit  lirivat^  higher  educa- 
tion has  been  subjected  to  radical  increases  in  competition  iroin  the 
heavily  subsidisjed  public  sector.  ^  i  L  -  i 

Hundi-eds  of  new  public  campute, have  been  eiit4tblished,^fnahy  of 
them  in  the  vicinity  of  long-establish6d  pHvate  colleges.  And  tlie  gap 
between  private  and  public  tuitions  has  steadily  widenedi  Private 
higher  education  is  in  a  position  like  that  of  a  successful  bnSihess 
which  suddenly  faces  a  woithy  competitor  which  issubsidi^cd  by  gov- 
ernment and  is  able  to  sell  its  product  at  one-fouith  of  cost;  \ 

The  private  sector  can  survive  With  a  significant  cost  differential, 
but  it  cannot  survive  with  a  differential  which  averaged  neai'ly  $2,000 
per  aiuium  for  each  student  in  institutions  of  comparable  type  es- 
pecially when  the  gap  is  widening  e\3ry  year. 

The  damage  is  not  yet  irreparable.  The  means  for  dealing  with  the 
problem  are  at  hand  and  well  within  the  capacities  of  the  country. 
But  a  time  of  crisis  is  approaching,  and  the  Nation  needs  to  take  a 
stand  on  the  question  of  the  future  of  the  private  sector.  , 

In  my  judgment,  the  case  for  maintaining  and  sti-engthening  the 
private  sector  is  tt  compelling  one.  I  shall  not^try  to  develop  this  case 
in  detail.  1  am  sure  you  are  aware  of  it,  but  it  is  outlined  in  table  6. 
Table  7  shows  the  number  of  private  institutions  of  various  types  and 
their  1970  enrollments. 
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TAtiLK  Q.—The  Slgniftoance  of  prlmtc  higher  einoation 

1.  Adds  to  diversity  of  institutions  to  serve  varied  clienteles. 

2.  Provides  healthy  competition  for  public  sector  of  liigher  education, 
a  Is  an  iiuiMjrtaiit  bajse  of  ncadeniic  freedom. 

4.  includes  many  institutions  of  outstanding  excellence  and  therefore  of  eduoa- 
tionul  and  intellectiuil  leadership  and  standard*settin§r, 

».  Heli)s  to  keep  liberal  learning  vigorous  and  Inttuential. 

Espouses  a  philosophy  of  education  emphasising  human  scale  and  concern 
for  individual  students. 

7.  Saves  taxt)ayer»  at  least  $3  billioa 

TABLE  /.--PRIVATE  COLLEQES  AND  UNIVERSITIES  IN  THE  UNITED  STATES.  NUMBER  AND 
ENROLLMENT.  BY  TYPE,  1970  - 

Number  of  .  Enrollment 

.    Institutions  (thousands) 

DodoraNgrantlng  institutions! 

Leading  research  universities  *  ,  22 '  2fia 

other  major  research  universities*   13  nJ 

other  doctoral'granting  universities  ,  ,   35  iik 

Comprehensive  universities  and  colleges   145  cS 

Liberal  arts  collegesi  . 

Selective  ^  U4  im 

^   Other.   547  46? 

2'yr  colleges.,  *   256  m 

Separate  specialiied  professional  schools...   357  f|5 

   •   1,514  Tiso 

.   Source:  Carnegie  Commission  on  Higher  Educatloni  *'A  Classification  of  Institutions  of  Higher  Education/'  Berkeley! 

iS73|  pp»  0-7  4  •     .  ' 

Dr.  Bo^VEN.  I  would  iwint  out  that  there  nre  1,500  institutions  enroll- 
ing over  2  million  students.  I  think  it  is  one  indication  of  the  value  of 
the  private  sector  that  thei-e  are  2  million  students  attending  despite 
the  $2,000  extra  they  must  pay  in  average  tuitions  as  compared  with 
the  tuitions  in  the  puolic  sector. 

Turning  to  table  8,  for  many  years  prior  to  1960,  enrolhnents  in 
higher  education  were  divided  about  equally  between  the  public  and 
private  sectors. 

But  since  1950,  which  seems  to  have  been  kind  of  a  turning  point, 
private  enrollments  have  been  relatively  static  while  public  enrollments 
have  been  growing,  so  the  relative  position  of  the  pi*ivate  sector  has 
declined  rapidly. 

The  percentage  of  students  in  private  institutions  is  now  about  24 
percent  of  the  total  and  is  still  falling.  The  influence  of  the  private 
sector  continues  to  be  substantial,  but  this  influence  cannot  be  sustained 
if  the  percentage  falls  to  10  or  13  as  it  may  well  do  without  corrective 
action. 

TABLE  8.-ENR0LLMENT  IN  PRIVATE  INSTITUTIONS  AS  PERCENT  OF  TOTAL  ENROLLMENT, 

UNITED  STATES,  19SO-73 

All  4>yr 

 ,  ■  ■■•  lllullons  inslllullons 

Igli-:::::::::::::-:::::::::::::::::::::::::::::::::::::^  IS  ~^ 

I960   41  « 

Ifc:::::::::::::::::::::::::::::::::::::::-  I? 
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Di%  Bo>VRx;Tho  detoriorat  iiig  condition  of  the  private  sector  is  illus- 
trated in  several  of  tlio  tables  that  I  have  pi;esented. 
Table  9  shows  changes  in  the  sources  of  income  oyer  a  long  neriocl 


the  restilt  that  gifts  ..•^a 
inents  have  to  be  spent  for  current  oi:>eratioiis. 

TABLE  9.^S0URCES  OF  EDUCATIONAL  INCOME,  PRIVATE  INSTITUTIONS  OF  HIGHER  EDUCATION, 
UNITED  STATES.  1929-30  TO  1970-71 
(In  percent) 

_  Tnuions  Current        *  .  ^  , 

andfees    Government    Endowment  gUts  Totat 

1929-30   57  31  12  100 

1939-40   57  4  Z5  {J  jgg 

1949-50..-  —         ^?  H-  iS  tSi 

;959-60...... 

1965-66  

1970-71  

for  Student  aid,  auxiliary  enterprise  income,  and  other  income. 


1949-50   «  '31  13.  » 

1959-60  -•-  i!  1  10  17  100 

i?65-€6  -  W  I  9  »  100 


Di' 

the 


h'.  BowEX.  Table  10  compares  public  and  private  tuitions  and  shows 
rue  widening  ratio  between  the  two.  The  ratio  used  to  be  m  the  order  ot 
i\  to  3U  to  1 ;  it  is  now  about  41/2  to  1.  The  absolute  dollar  gtip,  which 
is  more  important  to  family  decisions  than  the  i-atio,  is  now  in  the 
neighborhood  of  $2,000. 

TABLMO -AVERAGE  TUITIONS,  SELECTED  PRIVATE  AND  PUBLIC  INSTITUTIONS.  UNITED  STATES,  1927-28  TO 

1973-74 

'-      Large  universities   Medlum'Slied  4-yf  InstHutlons  

_„  ftalio~Pflvale  Ratio!  private 

20  public  14  private  Dollar  gap       to  public  12  public  14  private  Dollar  gap        to  public 

mi    «?•     $267       $190  3.S        $86       $206       $120  2.4 

U:::;;;::::::    |    |    |  |  1  I 

B^E^  i  i:i  li        1  11  il  li 

m'ltZ^^..^■'       556      2,523      1.967  4.5        605      2,501  1,»96 

Br.  BowEN.  Table  11  coimmi'cs  tuitions  with  pei'  capita  disposable 
iucome— per  capita  disposable  income  is  one  measure  of  family  ni- 
come.  It  shows  that  pwvate  tuitions  have -been  rising  mom  rapidly 
than  per  capita  disposable  income,  and  therefore  that  a  steadily  higher 
percentage  of  family  income  is  necessary  to  ke-ep  students  m  private 
colleges.  This  is  not  so  for  public  institutions.  ^ 
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TABLE  U.-AVERAGE  TUITIONS  AS  PERCENTAGE  OF  OlSPOSABLE  INCOME  PER  CAPITA,  1927-28  TO  1972-73 


Public  Institutions  Private  Institutions 


Mmedluni'    14  medium 


ZOIarge         si«d  All       Ularge    "'"TiS'd  All 


ImwIt::::::::::::::      \l       \\  iS  H 

1947-48.   .  fo  12"**:: 34  ti 


i34 


M=    il     il     !|     i     §  i 


46 


I  popression  years. 
» 1956-S7. 

AmMlcaiiCouncilon  Education, ''A  Fact  Book  on  Higher  Education,"  Washineton  1973  dd  iss.S7-ii<:  nm,» 


I)r.  BowEN.  Table  12  presents  figures  on  institutional  cost  per  stu- 
dent m  selected  private  m.stitutious  in  both  current  and  constant  dol- 
lars. The  wnstant  dollar  figures  reached  a  peak  in  1971  at  $2,076  and 
have  since  been  declining. 

Further  declines,  which  are  imminent,  will  begin  to  cut  into  quality 
of  education  m  the  private  sector.  * 

TABLE  12.-E0UCATI0NAL  AND  GENERAL  EXPENSES  PER  STUDENT.  IN  CURRENT  ANO  CONSTANT  OOLWRS. 
48  PRIVATE  LIBERAL  ARTS  COLLEGES.  1964-73 


Current  dollars  Constant  dollars 


lies:::::::::::::::::::-::::;::-::::  

1967""*  -  -   2,049  1  870 

wo:::":"::::*".   2,58o  Ims 

is;}                                      "  -  '  "   3,026  2  075 

973:::":"/::   Mil  2  056 

'  '   3,282  2  036 


Anna?U„^e*,?|i;'o?M'ilfilgaW4.''^  ^  f'"'""^'  C'nd""'"  <"  fortyelght  Liberal  Arts  Colleges." 

Dr.  BowEN.  Finally,  table  13  gives  some  history  of  deficits  in  the 
operating  accounts  of  selected  private  colleges.  It  shows  that  throuffh 

{^fX-rJ f        *K®  ^  ^^'^^  >'«a^'«       ^vhich  i-eachef  a 

liigli  in  1970,  have  largely  been  brought  under  control.  Thus,  the  prob- 
em  is  not  Avanton  disregard  of  budgetary  discipline,  because  their 
budgets  on  the  whole  tend  to  be  in  order.  f     >  i' 

TABLE  13.~0PERATING  DEFICITS  AMONG  48  PRIVATE  LIBERAL  ARTS  COLLEGES.  1965-73 


A.lu^'i'"L''«^0^  Totalamount 
wilegesjiaving        of  denclte 
deficits      <in  millions) 


{see  '  -   6  IB  2 

IBM  •  -   9  *  s 

|qu  -  -  •   17  1*1 

|ggg -  "   21  21 

i???E;;E;;::E;r;;;;;;--  1  n 

fc:::::::::::::::::::;;:;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;^  if 
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Dr.  BowEN,  To  stimmaris^o,  these  figui'es  depict  not  a  full-blown 
crisis  but  impending  trouble. 

The  solutions  are  fairly  straightforward.  First  and  foremost,  they 
require  a  narrowing — not  an  elimination  but  a  narrowing — of 
tho  tuition  gap  between  public  and  private  institutions.  This  coiud  be 
done  by  raising  tuitions  in  public  institutions.  In  my  judgment  this 
would  be  the  wrong  way  to  go  about  the  problem.  Public  tuitions 
should  be  low,  and  access  to  higher  education  should  be  easy,  in  order 
to  encourage  pei*so))s  of  all  classes  to  develop  their  full  potentialities 
through  eciucation* 

A  better  way  would  be  to  lower  private  tuitions.  This  could  be  done 
in  any  of  several  ways:  tlirough  aid  to  private  tuitions,  through  stu- 
dent aid  programs  that  would  provide  grants  of  larger  amounts  for 
students  of  private  institutions  than  for  students  of  public  institutions. 

Tlie  GI  bill  after  World  War  II  oi>erated  on  this  principle,  and  it 
was  one  of  the  most  successful  programs  in  the  whole  history  of  Amer- 
ican higher  education. 

The  plan  I  prefer  would  be  flat  grants  to  students  of  private  insti- 
tutions equal  to  about  half  the  average  subsidy  per  student  in  public 
institutions. 

lint  the  precise  mec'ianics  are  less  impoiiant  than  that  the  tuition 
gap  be  substantially  narrowod  without  at  the  /ame  time  hampering 
public  institutions.  / 

A  question  is  whether  the  Federal  Governmcmt  or  the  States  should 
bo  responsible  for  narrowing  the  tuition  gap.  Perhaps  the  most  effi- 
cient way  would  hi]  the  Federal  route.  However,  as  higher  educational 
policy  is  evolving  in  this  country,  State  governments  do  assume  basic 
responsibility  for  the  institutions  of  higher  education,  and  many 
States  are  already  providing  aid  to  the  private  sector  in  one  form  or 
another.  And  so  it  may  be  argiied  that  the  States  should  take  responsi- 
bilitv  for  the  health  and  survival  of  private  higher  e<lucation. 

The  State  solution  does  have  two  disadvantages.  First,  the  States 
diifer  gi*eatly  in  the  extent  of  their  aid  to  the  private  sector.  The 
national  situation  is  thei'efore  spotty,  uneven,  and  inequit^ible. 

Second,  the  States  with  few  exceptions  give  aid  only  to  resident 
students  who  attend  instate  institutions.  This  |)ractice  discriminates 
against  the  many  private  institutions  with  regional  or  national  cli- 
enteles and  tends  to  promote  an  unhealthy  provincialism  in  higher 
education.  There  is  need  for  Federal  intervention  to  overcome  wiese 
problems. 

My  recommendations  would  bei  (a)  That  the  States  be  given  major 
responsibility  for  the  health  and  survival  of  the  private  sector;  and 
(h)  that  the  Federal  Government  provide  substantial  grants  to  the 
States  conditional  upon  approved  programs  of  aid  to  private  institu* 
tions  including  adequate  assistance  overall  and  provision  for  students 
who  attend  out-of -State  institutions. 

I  should  lilce  to  mention  several  other  recommendations  for  strength'^ 
ening  the  position  of  the  private  sector. 

Because  time  is  ruiming  out,  1  shall  do  so  without  comment,  but  here 
is  a  series  of  recommendations  I  regard  as  very  important. 

(1)  Maintain  and  strengthen  those  provisions  of  the  tax  laws 
whicn  provide  incentives  to  charitable  gifts;  (2)  create  a  national  stu- 
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dout  loan  system  with  ude(juate  ciipltal  and  suitable  terms  as  a  sup- 
plement to,  not  a  subst  ituteior,  tuition  offsets. 

I  would  lilce  to  support  what  Chancellor  Dowdy  has  said,  that  loans 
are  not  tlie  answer  to  tiiis  problem  except  in  a  peripheral  and  supple- 
mental  way. 

(3)  Restore  a  reasonable  number  of  graduate  fellowships  and  a 
imsonable  level  of  grants  for  basic  i*csearch;  (4)  develop  means  of 
financini;  lifelong  and  recurrent  education  that  will  encourage  both 
new  and  traditional  institutions  to  enter  this  field,  and  that  willenable 
people  of  all  ages  and  conditions  to  participate}  (5)  continue  to  assist 
developing  institutions  to  strengthen  their  programs:  (6)  encourage 
statewide  planning  that  talces  the  interests  of  private  institutions  into 
account  but  without  destroying  their  initiative. 

I  would  like  to  close  by  mentioning  that  a  major  report  entitled  "A 
National  Policy  for  Private  Higher  Education"  is  near  completion 
ami  will  be  presented  to  Congress,  State  legislatures,  and  the  public 
this  coming  fall.  It  is  being  prepared  under  the  auspices  of  the  Na- 
tional Council  of  Independent  Colleges  and  Universities,  and  close 
collaboration  with  the  Association  of  American  Colleges. 
^  I  believe  this  report,  Which  will  develop  many  of  the  topics  that  I 
siinply  alluded  to,  will  be  worthy  of  your  most  careful  consideration. 

riiank  you,  Mr.  Chairman. 

Mr.  O'Haha.  Thank  you  very  much.  Dr.  Bowen. 

Dr.  Dowdy,  tiiere  has  been  some  discussion  and  I  noticed  you  obser- 
vations with  respect  to  the  differences  between  the  guaranteed  loan 
program  and  the  direct  studeni  loan  program  and  your  feeling  that 
the  one  produced  gmtcr  access  than  the  other. 

Dr.  Dowdy.  That  Is  right.  In  my  institution,  we  had  267  persons 
who  were  able  to  secure  gftaraiiteed  loans  as  opposed  to  approximately 
1800  others  who  participated  in  some  form  of  student  assistance,  either 
work-study  or  college  work  study,  NDSLprogram. 

J  welve  hundred  forty-eight  per.sons  participated  in  "NDSL." 

Mr.  O  Haka.  One  of  the  sug^'estiotis  that  has  been  before  the  com- 
mittee IS  that  perhaps  institutions  become  lenders  under  the  guaran- 
teed loan  program.  We  had  a  gentleman  from  the  First  ChicafS  Corp. 
who  reported  on  the  experience  of  his  enterprisa. 

He  was  making  funds  available  to  institutions  who  qualified  as 
lenders  under  the  guaranteed  loan  program.  Have  you  looked  into  that 
possibility  at  all  ?  Do  you  have  any  observations  on  that  ? 

Dr.  Dowdy.  I  have  not  looked  into  that,  but  I  can  speak  to  it.  1 
believe  thtit  would  be  better  and  more  favorable  to  the  parents  and 
students  who  use  these,  because  they  are  used  to  working  with  histitu- 
tions  in  the  first  place. 

In^the  second  place,  when  they  have  to  write  to  Washington  for  a 
grant,  thev  are  not  used  to  doing  that  kind  of  thing.  T  thini  that  the 
needs  analysis  could  be  done  right  there  on  the  campus  and  cut  down 


analysis,  ^^^lich  could  be  done  to  .«!implify  things.  I  think  that  would 
bo  a  imich  better  way. 


t^^':  .Pi^?^"'^*  ^i^f,  of  tl»G  criticisms  of  that  proposal  has  been  this: 
It  would  increase  the  default  rate,  the  criticisms  of  the  system  say. 
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They  say  if  a  student  ^^)es'into  a  Imnk  to  Jwn'ow  money,  lie  acts  in  thovo 
in  that  cold  marblcwalled  and  murblcflpoved  building  and  the  flnity- 
eyed  vice  president  und  he  really  appreciates  he  has  a  loan  that  lias  to 
bo  repaid/But  wlien  ho  is  in  with  his  friendly  student  fuiancinl  assist- 
ance  oIKcev,  who  is  giving  him  a  lot  of  fast  talk  about  work-study, 
supplementftl  grants  and  basic  grants  and  the  loan,  that  lie  cloesnt 
seem  to  differentiate  these,  as  well  and  he  is  more  ai)t  to  a  dctaulter, 
because  he  does  not  really  get  impressed,  or  it  is  not  impressed  upon 
him  what  his  obligations  are.  .     , .    i-a.        i  ....  „ 

Dr.  Dowdy.  I  don't  know  whether  there  is  a  big  dittorenco  between 
that.  Wo  employed  a  'bank  to  collect  ours  and  it  appears  to  me  we  have 
been  able  to  do  a  little  better  than  the  bank  itself.  In  fact,  we  changed 
the  contract  now  back  to  the  college  because  with  the  Attorney  Cien- 
eral's  office  sending  letters  out,  we  have  been  able  to  do  a  little  better 

Mi\0'HAiJA..That  is  a  pretty  good  collection  device. 
Another  of  the  criticisms— well,  I  guess  this  is  sort  of  (mcompnssod 
witlun  the  other—they  say  if  the  student  is  unhapm;,  it  ho  leaves 
school  before  completing  his  education  or  something,  it  tor  some  rea- 
son or  other  the  educational  experience  did  not  meet  his  ospcctations 
and  he  owes  the  money  to  the  school,  he  has  a  ditl'erent  attitude  tow-ard 
it  than  he  does  if  he  owes  the  money  to  a  bank.  But  I  don  t  know.  1  ou 
know,  when  vou  go  into  one  of  these  "nothing  do\yn"  furniture  places 
and  vou  are  iiot  happv  with  the  furniture,  that  is  just  too  bad,  because 
the  collection  agency-they  right  away  sell  that  paper,  and  somebody 
is  after  you  and  your  attitude  does  not  make  much  dtfterence. 
.  Mr.  l)owi)V.  I  don't  think  so  either.  I  think  we  have  to  sharpen  our 
collection  business  with  new  methods  on  this.  I  have  even  thought 
about  following  the  other  route,  tluit.is.  "What  do  you  do  when  you 
don't  pay  your  taxes?"  You  know  what  happens  in  that  case.  e  can 
only  guarantee  a  check  for  one  of  our  emi.loyees  when  they  owe  btate 
taxes  or  Federal  taxes.  .  ,   «  / 

Mr.  O'Haka.  That  is  a  pretty  tough  creditor,  the  GDverninent.  ^  ■ 
I  think,  if  I  could  sum  up  your  testimony,  it  is  that  wo  have  a  variety 
of  pi'ograms  and  that  we  involve  the  institutions  and  the  student  hnan- 
cial  aid  officer,  who  works  directly  with  the  student  m  these  programs. 
Dr.  DoWDV.  Absolutely.         ,  '  .  , 

Mr.  O'Hara.  Different  students  have  different  netfds. 
Dr.  Powfty.  Right.  Different  families  have  different  hnancial  needs 
for  postsccondary  education.  Some  can  pay  the  mon^y  back  over  a 
period  of  time  and  some  r-annot.  You  .;ee,  brainpower  does^  not  neces- 
sarily follow  the  rich,  you  know.  We  found  very  fine  brainpower  in 
the  poverty-stricken  areas.  I  think  that  could  be  developecL  too. 

So  if  we  had  a  basic  opportunity  grant  of  $1,400  and  he  is  an  out- 
of-State  student  that  costs  $3,000  to  come  to  that  school  and  where  i9 
he  going  to  get  the  other  money  ?  He  ficcds  $1,600  more. 

Mr.  O'HAitA.  Dr.  Bowen,  you  ha\'e  talked  of  tuition  grants  as  a  pos- 
sibility  for  private  institutions  and  yoit  have  said  that  your  own  per- 
sonal  prefci^iice  is  for  a  tuition  grant  .n  the  amount  of  50  percent  of 
the  !=>tate  subsidy  to  a  student  in  a  public  school 

Mii  C?h!u1a.  I  wonder  how  much  good  that  does?  We  have  about 
half  of  the  States,  1  guess,  well,  a  number  of  them  anyway  who  are 
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prosontly  involved  hi  tuition  gmnt  programs  and  there  is  nuito  a 

piS'thi 't1X?»^^^^^^  P'OS'""-  which  solves  tl» 

1  I'™"™  to  about  the  intoratato  bavricrs  to  tho  mnuZ 
C.^'^VI'"'"'  I.«'"l'»^»nd  the  Maryland  proKmmVwLh  l,S»t 

State     '"'^  '''^       ''''  «t«^i«nts  gHo  sffl  in  that 

denro?tt%f%n^rf  wiil  pertnit  resident  stu. 

soSldfid^f  f^^^^^^^  State,  with 

Califcniia  has  a  progniiii  bnsod  on  State  scholatsliim 
SintHt'f I'P '°     tuition  of  tirinllltSTteSS 

scholarship,  only  the  top  a  or  4  percent  of  the  students  are  efS  ble  • 
It  means  tliat  those  institut bns  that  attract  studen*sSat  <Siffi?y.ff* 

Kcter!  ^  '^"^  i»  its 

So,  I  think  I  could  say  unequivocally  that  in  several  of  tho  Sfjifn 

Mr.  O'HAnA.  Dr.  Howen,  !  can  see  justification  for  California.  Mm 

th  m  anX,?^^^^^^^^^^^      ^'T     4"^"^  ii»stitutioiial  Sir*^^^^^^^^^ 
tnaii  another  State,  for  instance,  ^vhicll  m  ght  not  devotfe  nearlv 

to  ftiakin^MoNv-cost  public  higher  educatiroppSK 
atSjitJSbo^^^^^    ''''''"^y  clirectfflZS 
They  say,  "Well,  look,  we  have  made  all  of  these  miblic  liiiyher  iuht. 

ShSfn^te^^S'"^^^^         ^  fi^"  institution,  yoVaro 

oWdlt&veter^^^^^^^         ^^'^  "^"'^^  ^ 

Dr*  Bowijw.  There  are  two  possible  arguments,  however  fhnf  rt«n 
rmght  present  on  the  other  side.  If  one  looks  Spoil  the  pJivU  scc^^^^^ 
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at  lowst  as  I  do,  as  important  bccauso  it.pvovidos  coiiipotition  for  tho 
public  sector,  then  a  State  like  Califonua,  wlieve  private  mstitutionb 
represent  a  very  small  percent  of  the  enroUinont,  they  must  be  kept 
gomg  and  must  be  kept  strong.  Otherwise,  higher  education  becomes 
a  kind  of  monopoly  of  the  public  sector,  oi  the  body  politic. 

So  I  would  argue  that  California  in  some  ways  has  more  interest  m 
keeping  that  private  sector  healtliy  than,  say,  Massachusetts,  wlucii 
has  a  larger  private  sectoi't  ,       ,    .  i  • 

The  private  institutions,  I  think,  also  have  a  very  important  place  m 
reducing  the  tax  burden  on  the  State.  For  example,  there  are  more 
than  2  million  students  in  private  institutions.  If  .you  multiply  that 
by  the  average  subsidy  in  the  State  institutions,  which  is  about  $1,400, 
vSu  get  relief  to  the  taxpayers  of  about  $3  billion  from  this  pperatioi . 
When  we  are  arguing  for  only  a  partial  subsidy  for  the  private  institji- 
tions,  this  becomes  something  of  a  bargain  from  the  standpoint  of  m 

*"^?ri^O'IlAKA.  I  can  see  some  justifioatioii  for  one  State,  or  for  a 
State  that  does  more  in  terms  of  public  higher  education,  doing  a 
little  loss  for  private  and  vice  versa {  in  other  words,  perhaps  some 
other  StaUs  maybe  in  the  Eastern  States,  that  does  not  do  as  much 
for  public  institutions  might  choose  even  more. 

Dr.  BoWEN.  I  think  you  can  argue  it  in  difterent  ways.  I  would  say, 
that  it  is  in  the  national  interest  to  have  at  least  a  quarUn-  of  higliei 
education  under  private  auspices,  just  in  terms  of  divei-sity  contio 
and  of  tyiKJS  of  institutions  and  for  other  reasons  that  wo  are  till 

"^m\\  O'HAaA.  I  have  been  an  advocate  of  making  it  possible  for  , peo- 
ple to  go  on  to  higher  education  without  cost  or  at  very  low  cost.  Have 
vou  done  any  costing  out  of  any  of  the  programs  you  have  s^iggestetl  { 
'  Dr.  BomL  Well,  I  think  the  tuition  offset,  if  it  were  P^'"??*}  «vfc  mie- 
half  of  the  subsidy  to  students  at  the  State  institutions,  which  wo  d 
be  about  $700,  would  cost  net  about  $1  billion.  Tlie  gl;oss  cost  wou  d 
be  perhaps  $1.4  billion.  But  the  net  cost  would  be  less  because  of  sav- 
ings in  other  student  aid  programs.  .  '„1,15« 
%iv.  O'Haka.  That  is  without  putting  any  money  mto  piibbq 
education? 


ro  DB  given  rne  viuiuiw  mu  programs  so  the  net  hgii,  -  , 

$1  bilUon.  That  would  be  for  giving  every  student  ma  private  institu- 
tion of  the  tTnited  States  u  tuition  grant  of  about  $<00. 
Mr.  O'Haiu.  Mr.  Benites4,  do  >;ou  have  any  questions? 
Mr.  Bfi^^ll1^^  1  have  no  questions,  but  I  niay  say.  to  Mr.liowen  that 
the  method  he  is  arguing  for  is  the,  one         is^s  "\ 
today.  The.  Govormnent  of  Puerto  Kico  provides  subsidy  for  eyeiy 
poor  student  who  goes  to  a  t>rivatc  university  and  pays  up  to  .80  per- 
Jent  of  their  tuition  costs  and  in  Pnoi-to  Rico,  of  course,  the  University 
of  Puerto  liico  is  the  largest  source  of  student  attendance  and  it  works 
out  quite  wall  and  J^s  a  matter,  of  fact,  what  the  private  schools  re- 
ceived under  this  ari'angwnent  is  something  like  $800  per  student. 

But,  cmning  to  your  statements,  I  think  Miat  both  ofyou  have  mjdo 
extreniolv  vafitablo  contributions  and  the  only  thing  i  regret  is  timt 
the  bell  will  be  ringing  in  a  few  minutes.  But  I  do  want  to  say  this 
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cdnceniln^  your  prosonttttion :  Really  the  lirst  part  of  your  statistical 
work  seeins  to  me  very  valuable  and  credible,  because  it  indicates  that 
the  future  of  highei*  education  turns  much  nioi*e  in  the  oppoHunity, 
and  it  is  this  opportiuiity  that  determines  the  amount.  It  is  a  matter 
of  the  supply  and  the  ability  to  supply  and,  as  you  say,  the  land-grant 
collegos  and  public  universities  have  proved  tins  quite  abundantly. 

3?ut  the  real  reason,  oi'  the  real  problem  is  "how  adequate  hijyher  edu- 
cation will  continue  to  be  or  will  achieve  in  teims  of  the  changing 
society  which  universities  face  today  ?"  At  the  same  time  that  we  are 
having  this  enormous  inct^ase  in  educational  opportunity,  I  think 
\ve  are  seeing  an  overall  diminution  in  the  ajjprex-mtion  for  and  pos- 
sibly the  .eft'cotiyeiiess  of  higher  education.  There  is  a  very  semus 
trend  of  skepticism  in  universities  themselves  concerning  tlie  insight 
ot  education  on  personal  development  and  pei'sonal  advantage,  so  n.iy 
question  t6  you  is  this : 

Are  thei-e  comparable  studios  to  youi*  statistical  ones  peitaining  to 
how  best  to  attune  the  offerings  to  the  needs  ? 
^  Dr.  BdWKx.  AVell,  the  boll  is  vingingvery  loudly  and  I  get  the  point, 
bnt  I  feel  that  the  alleged  decline  in  interest  in  higher  eaucation  is  a 
kind  of  temporary  phenomenon.  From  my  uiiderstanding  of  what  little 
evidence  there  is  and  my  own  feeling  about  how  people  are  responding, 
I  conclude  that,  the  demand  is  still  very  high. 

I  know  very  few  families  who  do  not  want  their  childi'cn  to  go  to 
college.  .    .  ^  , 

Air.  Brmm/..  Excuse  me.  The  point  I  was  trying  t«  make  is  not  tliat 
there  continues  to  be  an  int'ei-est  in  going  to  college.  > 

Dr.  liowiix,  ,Yes ;  but  I  want  to  carry  on.  I  thmk  the  meetiug  of  this 
demand  is  the  greatest  challenge  that  faces  higher  education,  much 
niore  than  the  financial  challenge.  Educators  must  find  the  way  of 
adapting  higher  education  to  this  new  opportunity  that  exists  in  the 
balance  of  this  century—when  Ave  are  going  tof  be  carrying  this  system 
from  one  that  repi-esents  a  minority  of  participation  to  one  which 
represents  perhaps  universal  participation  ovet^  niuch  of  a  lifetime. 
The  higher  educational  community  is  just  beginning  to  visualiiie  these 
Mossibilities  and  adjust  to  them.  They  are  far  short  at  this  point  of 
knowing  how  to  cope  with  the  problem. 

I  mentioned  at  the  end  of  my  statement  one  topic  that  I  feel  very 
.strongly  about;  namely  the  nontraditional  student  in  adult  education 
and  recurring  education.  Virtually  nothing  is  known  about  how  we 
are  going  to  finance  this  kind  of  education  or  how  we  are  going  to 
finance  the  students  Who  ai'e  in  it. 

Mr.  BKNtTKiJ.  No;  my  concern,  or  rather  my  feeling  is  that  the  prob- 
lem really  would  not  be  the  financing,  but  the  problem  is  the  adequacy, 
rhe  i)rob1em  is  "how  well  education  will  continue  to  serve  a  very 
changing  society.*'  , 

Dr.  BoWK}^.  1  agree  with  that  fully. 

Mr.  BfiS'niiij.  And  I  think  at  the  universities  at  present  there  is  less 
concern  over  that  particular  decisive  responsibility,  which,  in  my 
judgment*  is  the  first  one. 

.  Dr.  BowttVi  I  will  agree.  I  am  not  disagreeing  in  the  least  with  what 
you  are  saying.  1  would  say  that  there  has  been  a  good  deal  of  thought 
on  this  problem.  For  example,  there  has  been,  the  Commission  m  Is^on- 
traditional  Study,  Which  carried  on  its  work  and  has  had  considerable 
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iufluenco  and  you  find  many  i^ft'ovts  in  the  collejjes  and  universities,  but 
T  would  not  disa<n'iui  with  youi*  tundamentai  point. 

^  K  iSSK  4mld  lU  that  my  ^1^8^^^^^^^^^ 
ns  nuicli  on  tlie  changing  and  lasting  purposes  ot  universities  as  on  tne 

ttuancing  oi  universities. 

BowEK.  I  agree.  Very  good.  i5„„u«7 
^^^^^SX^t^r^y  much  h„v. 

'Y2,rn°tel«n  iilea  by  tl.  Amevioan  Ugj- jv^^^^^^^ 
to  the  veterans'  cost  of  instructional  program  and  without  oD3ection 

^^If  idditrlt^^^^^^  today  a  sUiteineiit  -ming  fyi  tl. 

A^SrSrVss'ociation  of  State  ^^H^ST  -SZttwl^^^ 
nilv  lends  some  support  to  my  reiterated  belief  that  low /"'"o*^.  ^f.V"^^ 
Sitial  elcme^^^  in  I  lugher  educational  "Vf  ij;^^^^^^^^^^ 
the  statement  from  the  American  Association  ot  ^tate  toUeges  an 
rnitSities  which  contains  a  repoit  of  a  stud;  done  by  'Tiko 
S  impen,  director  of  special  projects  at  the  VT.i  iflint^^ 
Systein.  will  also  be  made  a  part  of  the  record  at  this  point. 
[Statements  follow:]  jun8  4,1974. 

vSf^mSXX^^  on  mmiUon,  Uousc  VommUtce  on  MmUm 

""tSS'^m^SS^^S:^^^    'i'i'e  Amevlcan  Legion  Is  appreciated. 
Hhu'i'i'ely  yowi'M.  HRttAM»  *B3.  Stringer, 

Dli'ceto>',  Natlomt  hcoiHlume  mmmUaion. 

KtU'losUre!  S.i.,yi.tiMKN'f 'pi'  THE  A^^ER1CA^•  liEOlOJf 

rhU  U  ft  *itateineiil-  of  Tlie  Ainei'lcnti  Legion's  position  oa  Section  11  o^tf.'St 
a  lllUtoVJtSZ  provisions  of  the  Mf  «tio.Hvf  tlio  Mnnrtlcappeil  Act  (IMiLllo 
Lnw 01-280)  for  tlirceyt'iirslieginnlng .July  t,„„Hf.i,  42ft/n\  of  tlie 

Mc."tlon  11  of  S.81)0  Nvouut  nnionil  pani£rftpli  <1)  Xl  e 

Mlijher  Kducatlon  Act  of  lOOn,  ns  »'"tm(le(po  all.>  t^^^i  iistiti  1^^ 
for  Vi'tcnuis  Cost,  of  Instrnotion  payments  If  10  percent  of  its  onuent  unaei 

''Tl^t^l;;^^^isrS^^^^^^^^^^^^  S' IJSRV  ««  institution  of  higher  edm-ntlon 
u  VlS  l^cn'  i  vSeK^^  l'ny"H.ut  for  each 

mn    ho  assistance  itntler  the  yettjons 

M  u  utio  .  aS^  or  vocational  rehabilitation  l"'0K»'"'"«!,l/?1^1the  nHti- 
llttlon  InieaSt  itrvetera  enrollment  by  at  least  10  percent  over  the 
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iH!.n?S..»?lt.f2it%*?  ^''f'  ""."^  /'•^^"^Vi^  ""^^  '^^y  insatwtlon  located  j.ear 
n  mmtury  Installatloji,  ujuUt  Hubeliapter  VI  of  such  chaptei'S4, 

ti.i  .LJwIi'*ft^.rto*  ail  active  outreaclj,  rwrttltlug  and  counseling  activity  through 
the  use  of  funds  available  under  federally  assiste<l  work-study  programs,  and 
«f  Jnkm«lMn^.*l'l^^f  assistance  program  (including  dissemination 

hLSfl?""?",?',?®''""^"^:  such  programs  in  order  to  make  maximum  use  of  the 
SrJ  „  Sn«ff '±\^,V"^''''  1002  of  such  title  38  (VA  tutorial  assistance  of 

f.^f«H,H^  li"  "  ]»»pinumi  of  $430,  upon  certiflcatlon  hy  the.educutioiml 

iSSmrstiJiLfA^  necessary  for  the  veteran  to  complete  such 

«f  «!S^nn5n«  n!l^l?^ff 'l*^  Pe^'cc"*  <>*  «'e  vcteraus  cost 

of  Instruction  payments  a  re  to  be  used  for  the  foregoing. 

....umii?,?  „•  ^**J*  "'^  Veterans  Administration  established  an  on^ollege  and 

ini  of  Contact  Representative  duties  and  responsibilitit's 

will  bo  performed  with  special  emphasis  on  the  following  functlonsl 
....  iVndf ^fUtf?!!'i''^^*^T^|P'!^,  to  VA  educational  assistance  benefits 

ihn  vfttl?/^Lf  m  ••folve  individual  payment  inquiries  where  Information  from 
?     regional  office  is  needed  before  an  answer  Is  given ; 

remilt.,.rt^1«.iltl."„T^^^^^  handling  of  applications,  completion  of 

c«MVtS.cSiriS'st?/S  "«^'«'«  ""'«"«»^  ^«e«iar  contact  and  dis- 
loi»H^flmV'nrnSi?f„{)^!,'\^''i?  «f  advance  payment  checks,  resolves  check  pr«b. 
lSyil.S?^iKJ;!5tLf;'"""     '''''''''  overpayment.,  by  taking 

(e)  Counsels  Veterans  indicating  an  Intent  to  stop  schooling,  to  motivate  tljelr 
SrSiS        «f  stance  avenues  available!  i.e.,  tutorial  aStance,  e  c  • 

eniavSaSXeU^^^^^^^  '"^'"""^  ^^''""^ 

InKs^lViliHeKhjel^^  ^^**"'  ""'''""'l'''^  ^*^*^''«"«  Providing  brlof. 

Inf^usiSttsS  V^^ 

I..  Ifi^f.*^^'**/^  veterans  in  providing  necessary  documentation  relative  to  changes 

guidance  and  support  to  work-study  personnel  assigned  to  the 

During  discussions  at  our  1974  National  Veterans  Affairs  and  Relinbllitatlon 
Conference  flfid  ^Conunlsslon  n.eetlngs  the  consensus  (leveloped  thatTr«^^^^^^ 

flSKi,S?"t"S«,?*  H^^r      ^» «» on.cZSlcf5f%mfs 

luiiolStlorff  42?^^"""""'  Executive  Committee  on  May  2, 1974  approved 
Ainerlcan Jieglon  smmr  and  supiwrt  legislation  to  amend  section 
420  of  fnbllc  Law  02-31S  to  provide  that  the  Administrator  of  VeCV«  fm  Z 
.nSl;''?!.*""  .^«tffitsl2!!rVeter^^^^^^^^ 
<»u  cnmi)use«  of  those  colleges  and  utilversitles  that  qualify  for  the  veterans  cost 
«»f  instruc  Ion  program  payment  and  that  the  funds  aSriml  andS^^ 

•SHtn^ir* i"*  ''''t^^      AdnUntstrator  of  vSaM^^^ 
fulMitne  trained  personnel  to  counsel  and  assist  veteran  students  in  their  cinlms 

XSMa^.!^^^^^^^^  AdmlnistMra^tl! 

SSmipJiffSV^!^^^  AentlyttSSI^  uml 

Jlwamputi  p^yj^^^  •    "  <tut»lioatlon  of  the  governn.enfs  veterans 

The  Congress  is  presently  considering  legislation  wWch  wlU  atttiilflMnttv  mhl 
to  imyments  of  edncattonnl  assistance  anfl  vocnttoMlfflu^^^^^^^ 
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imytiientB.  This  In  itself  m«y  aM  stlmuUw  for  institutions  of  higher  learning  to 
( V  A  Ou-Canipus  Program ) . 

NATlONAt  EXJ5CUT1VB  '^'"^  AMEMCAN  LEOION, 

SiS^itfjNSonalVetemns  Affairs  4„    p  j 

HnlHoof  Snonsor  and  support  leg  slatlon  to  anient!  sseciion        fj"''"'-  *^"'; 
Ssi8.Tll.^^^  tlmt  college  and  university  vetwans  c^^^^ 
shall  be  staffed  and  controlltHl  by  the  Veterans  Administration. 
WlmrPttS  section  420  of  Public  Law  92-318  established  a  Veterans  Cost  of 
InKS  Sraln  ( VOIP)  for  n  three-year  period  based  on  a  veteran  student 

''The£Lf  tt'SVseTmci  VOIP  was  to  encourage  colleges  and  universities  to 
onroll  veteran  stufSrelS  for  Veterans  Adtninlstration  educational  assist- 
S?icf  aSd  to  Sse  all  Instfttttlonal  facilities  and  personnel  to  encourage  veterans 

SSS  (.W.00  per  enrolled  veteran 

stu'SS"  nu?t  rised  to'  e&lKn  ?! 

sellng  Office  to  carry  out  the  purpose  of  Section  420,  that  Is,  tutorial  assistance, 

"5!X»s  Ws  S^erl^^^^^^^^^^^^^  tefiion  tSat  personnel 

asl  led  to  the  Camp  s  Veterans  Counseling  Office  are  not  «««"fl^,^J.«^vl8e 
•  tS.n.i«  nn  tifiLttts  aiul  servlceS  avallnWe  to  them  under  laws  administered  by 
t\rVe"eiSs  A&^^^^  other  Federal  and  State  agencies?  now, 

*'*»^&«]''''bv  the  National  Executive  Committee  of  The  American  pglon 
tu  reS  lar  m?etln^^^^  in  Indtatmpolls,  Indlnna.  on  May  1-2,  1074.  ^^^^^ 

inirAmeflcan  leilon  sponsor  and  support  legislation  to  amend  Section  420  of 
PhiinLnlroa-SlS  to  provide  that  the  Administrator  of  Veterans  Affairs  be 

as  other  federal  and  State  agencies. 

DEPABTMEfW      VETERANS  BENEflTS, 

Vm'ERANS  ADMlNIBTftATlOtf, 

Wmhington,  D.C„  itay  <S,  19Vi, 
VA  oN-cAMrtis  tnoattAM 

1  tlndfr  lurisdlction  of  Veterans  Services  Divisions  an  on^college  and  unlvor* 
siti'  SllSSL*  prSram  bo  established  to  provide  assistance  to  Vietnain  era 
vWWns  and  nrovide  needed  liaison  with  school  officials.  ^.  . 

omJZlS  will  be  provided  by  assignment  of  full-time  Con  act 

ninlrS  Statlvis  S  designated  as  Veterans  Mucation  aJid  Training 

n  Efse  St  verfw  range  of  Contact  Representative  duties  and 

KSSbiK  with  spe<!iftl  emphasis  on  the  functions 

ficS bed  b&  Twhich  niay  be  attached  to  existing  position  descriptions  as  an 
AdSSn  V  '4nci^^^^^^^^^^  as  veteratis  cducatloji  and  training  representa- 

Hv  ?V   nen)  Team  of  higher  learning,  representing  the 

VA  in  all  matSs  y  3      «»«ler  VA  jurisdiction  and  omphaslaing  the 

foUowingJ  .         coinwlex  miestions  relating  to  VA  educational  assistance 
be»>eflts  JrSkeS  nctton  0  resolve  individual  payment  inquiries  where 
infStttiott  f  K>m     VA  regional  office  is  needed  before  an  answer  is  given } 
A)  KrerSS      and  proper  hatidllng  of  applications,  completioa. 
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of  reqiijml  {'oi-tllletttlontt  of  utteiidaiioe  and  submission  of  required  lnfor« 
inatlouln  support  of  a  t'laim  for  hoiieflts  i 

(0)  Maintains  liaison  with  school  officials  through  regular  contact  and 
discussion  of  VA  educational  assistance  i 

Ut)  Stipervlses  the  delivery  of  advance  payment  checks,  resolves  cheek 
proDieuis  and  promptly  takes  action  to  prevent  or  reduce  overpayments  by 
taking  immediate  corrective  action  i 

(e)  Counsels  veteraus  indicating  an  Intent  to  stop  aclioollng,  to  motivate 
their  continuance  and  citing  assistance  avenues  available,  I.e.,  tutorial 
assistance,  etc,  j 

(/)  Conducts  outreach  to  campus  community,  locating  school  dmpouts,  and 
endeavoring  to  get  veterans  back  in  school; 

(V)  Coordinates  VA  matters  With  on-canipus  veterans  groups,  providing 
brleflngs  In  salient  subjects ;  «.    i  .  i  •"••■t. 

(h)  .Maintains  liaison  with  canjpus  news  media  to  alert  veterans  of 
ehanses  in  law,  procedures  or  VA  policies : 

(0  Assists  veterans  in  providing  necessary  documentation  relative  to 
«'^'t"s-~murrlage,  birth,  etc-wlilch  affect  beneftt  paynieuts,  or 
with  changes  In  program,  address,  etc.  { 

the  cmnpS'"  "'"^  support  to  work-study  personnel  assigned  to 

.  J'.^^'f  coutemplate  that  .lonrneyman  level  of  OS-9  will  eventually  be  annro- 
prluto  in  most  locations.  Lower  grade  level  positions  may  be  established  for 
assignments  not  reflating  full  range  of  duties  and  responsibilities  and  ier' 
vlsor.v  or  incharge  positions  may  be  established  where  required.  ' 

i»n»'eillttte  steps  be  taken  to  identify  and  select  fullv 
qualiaed  Individuals  for  assignment  to  these  positions.  AlthMrweSclpate 
that  a  significant  number  of  these  new  positions  will  be  filled  from  among  oSitv 
eniployees,  1  in  recognized  that  aggressive  recruitment  action  wiinS  rSSuS 
f  n  M.ir''  *l®'''m  ^  einployees  selected  for  such  assignments  or  for  direct  assignmunt 
to  these  iwsltlons.  Whatever  the  Source  may  be,  we  must  assure  that  timse 
selected  to  work  on  canjpus  are  knowledgeable,  capable  of  elfeetlvely  Sn  nl^ 
eating  and  establishing  empathlc  relationships  wlUi  Vietnam  era  vSemns7a^ 
properly  mo  ivated  to  be  fully  responsive  to  vlterans  whom  they  serve.  In  seekiSg 
out  candidates  from  outside  the  VA  mu^^lmum  efPort.rwlll  hrmad/to  r«.enVlt 
sul  abl.v  quallfled  Vietnam  era  veterans.  Timetable  calls  for  e?r^loveM  t^^^ 
t.f\wtcally  present  at  their  duty  stations  (on  the  campuses)  bveaWv  liSust 
ffimSf:/oW„^"«*f.^  Reoruiting.  therefore,  m^t  begin  ymekw^ 
iS,,  ?.i  I  "'"^        will, be  productive  in  filling  these  positions  and  in 

IS  VJ^^^T^'^Tf^     ^^^E  tlirtt  appropriate 

I  5  ^"'u'"*  completed  on  timely  basis.  Although  not  all  inclusive  the  fol- 
lowing recruitment  and  placement  sources  are  suggested ;  - 
(a)  Many  positions  may  be  filled  under  your  station  promotion  plan  or 
through  other  Inservlce  placement  actions.  You  should  publiclsie  these  opnor- 
tunltles  to  employees  so  those  qualified  and  Interested  may  appiv.  In  addi- 
tion, It  may  be  necessary  to  seek  out  highly  qualified  individuals  and 
encourage  their  acceptance  of  these  assignments, 

(h)  hi  makhig  reciuests  for  certificates  from  FSEK  register,  follow  the 
provisions  of  nvn  Circular  20-74-34,  dated  April  10,  1974.  Requests  for 
(;oitlfloa  ion  at  OS-s/O  levels  from  mid-level  register  will  also  indtide  request 
(g/S\  imt  fequl^^^^^^  ^^''^  »«''^*^*'«     »  quality  ranking  factor 

(to  Individuals  on  college  campuses  mow  engaged  in  full-time  work' -with 
vetemns  and  their  problenis  should  not  be  overlooked  as  source  of  candidates. 

Ut)  oMm*i;  sources  of  candldatef\  Include  State  employment  ofiJees,  local 
\A  nnn-pVB  stations,  contacts  with  service  organizations,  busltiess  and 
cmnmunlty  leaders,  minority  grouiis.  nillltAry  separation  centers,  etc.  (Dlvl- 
sU)n  program  employees  should  participate  with  the  personnel  officer  In  this 
effort,  partlculai'ly  when  making  community  and  service  organisation 
contacts.)  6«  «*■- 

(c)  As  deemed  appropriate,  make  arrangements  with  .Vour  area  informa* 
tlon  roi)resentatlvtt,  to  get  public  service  time  and  to  develop  other  annro- 
prlate  nwans  of  communicating  these  efforts  to  lmi)rove  services  to  veterans 
(stnftlng  needs  could  be  woven  l»itr>  such  releases) . 
ti.  Civil  Service  Commission  has  committed  their  full  cooperation  and  priority 
nmiae  In  meeting  these  needs,  fletierally,  Connntsslon  expects  to  respond  to 
requests  for  certtficntlon  witlihi  24  houfs  of  receipt  of  properly  completed  89. 
Name  requests  nmy  recpilre  additioni  time.  If  adequate  number  of  Vietnam  era 
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veterans  not  nvnllnble  on  reglstors,  Commission  will  nmUe  a»''*«5<'>"^'J^i;«f 
prompt  testing  of  PSKB  candidates,  local  scoring  of  test  papers,  and  Immediate 

certification  of  ellglbles.    •  .        ,    ,      ,  i...^«i.„..„  Ann«n- 

0.  Comprehensive  training  of  these  employees  Is  of  vital  Importance.  Apprth 
prlate  training  at  each  field  station  should  be  given  to  both  new  and  on-duty 
omployees  selected  for  these  positions  as  soon  as  possible  following  their  selection. 
In  addition,  a  comprehensive  centralize*!  training  program  t«  be  conducted  at 
four  sites  during  the  month  of  Jttly  is  being  planned.  You  will  be  kept  Informed 

''^i' Prtor  to^locnflmpiementatlon,  In  accordance  with  MP-5.  part  I,  chapter  711, 
stations  with  exclusively  recognized  labor  organizations  should  confer  with  these 
organizations  concerning  Impact  this  program  may  have  on  employees  they. 
t*eDi*esGnt 

8.  Keep  your  field  Director  informed  of  significant  progress  in  staffing  these 
positions  and  about,  any  nmnagement  problems  you  way  encounter*  aecluiical 
assistance  or  resolution  of  any  delays  in  service  by  Civil  Service  Commission 
may  be  obtained  by  calling  the  Office  of  Personnel  on  202-389-3725* 

9.  RESCISSION  J  This  Circular  is  rescinded  July  1,  1975. 

PftEPAKED  Statement  op  American  Association  op  State  CottEOES  and 

UNIVBRSrnES 

A  new  research  project  at  the  University  of  Wisconsin  iudio^tes  that  substan* 
tial  decreases  in  college  tuition  can  result  in  dramatic  increases  in  enrollmcntr 

(The  study*  made  by  Dr.  Jacob  Stampen,  Director  of  Special  Projects  of  the 
University  of  Wisconsin  system,  was  released  by  Dr.  Stampen  and  the  American 
Association  of  State  Colleges  and  UnlverWties  (AASOU)  in  connection  with  Con- 
gressiohal  hearings  on  higher  education  being  conducted  by  Hep.  James  G,  0*Hara 

(D*Mieh»).  -        .         .  , 

The  Wisconsin  study  came  to  the  following  conclusions !      ■        • ' 

Each  $100  decreasi^  in  tuition  restilted  in  an  enrollment  increase  between  4.8 
and  12.2  percent  above  the  average  increase  for  the  Wisconsin  system. 

A  substantial  number  of  the  additional  students  who  enrolled  said  that  they 
could  not  have  attended  college  at  all  except  for  the  combination  of  low  tuition 
and  geographic  access.  ^  .  ^  \  * 

Allan  W.  Ostar,  Executive  Director  of  AASOU,  commented^  *'The  AVisconsln 
study  is  important  for  several  reasons.  First,  many  states  have  been  raising  tui- 
tion at  public  colleges.  Without  careful  consideration  of  whether  this  will  lieep 
out  qualified  students.  Including  part-time  and  older  students. 
-  ^'Second,  national  commissions,  such  as  the  Carnegie  Commission  and  Com« 
mittee  for  Economic  Development,  have  recommended  substantial  Increases  in 
tuition,  without  considering  the  possible  effect  on  educational  opportunity. 

"Third,  the  National  Commission  on  the  Financing  of  Postsecondary  Educatioit 
recently  estimated  that  a  $100  increase  in  tuition  might  result  in  a  one  to  tliree 
percent  loss  in  enrollment.  The  Wiseonsin  data,  based  on  actual  experimentf.l. 
evidence,  indicates  that  the  effect  may  be  much  greater.  , 

"Finally,  Congress  is  now  considering  whether  to  fund  the  f«ederal  cost-o::- 
education  program  under  the  Higher  Education  Act,  to  provide  sdpport  for  col- 
leges. 1  am  informed  that  educators  in  Wisconsin  and  elsewhere  are  discussir  g 
the  possibility  of  applying  such  aid  to  reducing  or  eliminating  tidtion  at  public 
colleges,  at  least  for  the  first  two  years.  The  university  of  Wisconsin  reseanih 
indicates  that  if  this  were  dotte  many  more  people  would  be  encouraged  to  con* 
tlnue  their  education.**  _        .  . 

(The  Wisconsin  project  Involved  reducing  tuition  and  fees  at  two  University 
cehters,  located  at  lltce  Lake  and  Fond  du  Lac,  from  levels  of  $516  a  year  at  Rice 
Lake  and  $476  a  year  at  Fond  du  Lac,  to  $180  and  $lfiO  a  year,  respectively.  t\n* 
roUment  rose  28  percent  at  the  first  center  and  47  percent  at  the  other.  At  other 
Wisconsin  centers  where  tuition  was  reduced,  enrollment  rose  an  average  of 
seven  percent.  Tlie  experiment  will  continue  for  at  least  one  more  year. 

PftftPAneo  Statement  op  Jacob  Stam^en,  Univehsitv  op  Wisconsin  System 

Elective  first  semester  107i-?4,  tuitions  and  fees  at  the  Rice.  Lake  and  Fond 
dtt  fine  centers  were  lowered  to  match  fees  charged  at  vocational  institutes  Id- 
cate<l  in  the  same  cities.  (See  Table.)  The  purpose  for  this  experiment  to 
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determine  the  enroUmotit  iiupact  of  charging  the  fiaiue  fees  at  two«year  uni- 
versity centers  and  vocational  schools*  There  was  no  discemable  enrollment 
impact  at  the  vocational  schools*  Enrollment  increases  at  the  Rice  Lake  and  Fond 
du  liac  vwsational  schools  were  among  the  liighest  in  the  state  vocational  sys« 
tern.  On  the  scene  ot)Servers  also  report  that  enrollments  at  private  institutions 
were  unaffected  as  well*  While  low  fee  centers  did  better  than  average  in  most 
enrollment  categories^  the  most  pronounced  increase  was  in  the  new  student  cate** 
gory.  That  tSt  transfer  students  did  not  account  for  a  major  portion  of  the  in* 
crease. 

There  are,  of  ooursct  broader  implications  to  the  low  fee  experiment.  Among 
these,  the  Carnegie,  CED  and  Newman  studies  made  judgments  about  higher 
education  financing  policy  without  systematically  assessing  the  enrollment  im* 
pact  of  aiteidng  tuitions,  with  all  the  accompanying  societal  and  institutional 
implications.  The  Ijfational  Commission  on  Postsecondary  Education  did  try  to 
assess  tuition  in^acts,  but  their  estimate,  which  may  be  the  core  to  the  credi* 
bility  of  the  analytical  framework,  may  have  been  seriously  understated.  At 
least  this  appears  to  be  the  case  as  indicated  by  Wisconsin  data. 

The  National  Commission  estimated  that  the  enrollment  impact  of  raising 
or  lowering  tuition  by  $100  would  range  between  one  and  three  percent,  depend* 
Ing  on  a  range  of  factors  including  tuitions  charged  at  other  institutions. 

Wisconsin  data  indicates  that  lowering  tuitions  and  fees  could  have  an  impact 
between  4.8  and  12«2  percent  per  $100  decrease. 

There  is  another  way  to  look  at  this.  A  student  survey  at  the  two  low  fee 
centers  indicated  that  location  and  low  fees  were  equally  important  in  determin* 
Ing  student  enrollment.  A  closer  look  at  the  location  variable  in  Wis- 
consin indicates  that  while  location  seems  to  be  very  Important,  the  impact  of  • 
reduced  fees  Is  probably  more  Important.  By  clustering  centers  in  terms  of  a 
rough  indicator  of  imputation  density,  population  of  municipal  location,  it  can 
be  seen  that  the  (wo  low  fee  centers  had  enrollment  gains  between  6.2  and  11.2 
percent  per  $100  fee  decrease  jibove  the  average  for  rural  and  urfoan'clusters. 

Other  Wisconsin  data  also  indlcutes  that  the  National  Commission  impact 
estimate  may  be  understated  on  the  high  side.  Between  1068  and  1070  tuitions 
for  non-resident  undergraduates  at  the  University  of  Wisconsin  were  in  in- 
creased by  $600.  The  enrollment  Impact  was  a  26i5  percent  reduction  of  non-resi- 
dent undergraduates,  or  4.4  percent  per  $100  increase  in  tuition. 

Analysis  of  other  experiment  results  is  planned.  Particularly  important  will 
be  Assessment  of  changes  in  the  composition  of  student  bodies  at  low  fee  centers 
relative  to  regular  fee  centers  (i.e.,  adult  students  and  students  from  low  income 
families).  - 

EXPERIMENT  RESULTS 

Tuition  Enrdllmint 
and  fee  increase 


dMfease  1973-74 
1973-74  (percent) 


fondduUc  *  *  $326  47.0 

Rice  Lake  «  *  *•  335  23.  t 

Average  for  center  syslemt  les$tow  fee  cenferd   7<  5 

mo£!^fT  tsNaotiiiMistfi!  iNcafi^Ase  m  $ioo  nscaGAS^  lu  frtuxxoiY 

Fond  du  Lac  reduced  tuition  and  fees  by  3i26  hundred  dollars  and  had  an 
enrollment  increase  40  percent  above  the  average  for  regular  fee  centers. 

Fond  du  Lac  i  40.0  divided  by  8.26  equals  13.2  percent  enrollment  increase  per 
decrease  in  tuition  and  fees. 

Iltce  Lake  1 10.1  divided  by  3.86  equals  4.8  percent  enrollment  Increase  per  $100 
di crease  in  tuition  and  fees. 

mc^NT  DNnoLLMm  itrcftiiAS£)  i?m  $m  mscReAse    wmou  ron  xmnk^  and 

Fond  du  Lac  i  80.4  divided  by  8.20  equals  11.2  percent*  enroiyment  increase  per 
$100  decrease  in  tuition  and  fees. 

tttce  Lake  1 28.2  divided  by  8.8S  equals  0.0  percent  enrollment  increase  tier  $100 
decrease  in  tuition 'and  fees. 
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THE  UNIVERSITV  OF  WISCONSIN  CENTER  SYSTEM,  TUITION  AND  FEES  (2  SEMESTERS), 

J972-73 


1972-73  IW3-74 


Tuition        Fees       Total  Tuition 


 r-:::::  '"'HS m  111 

BacV»  400  ns  515  80 

MantS*                         .  400  88  488  426 

KS8« 400  88  488  426 

M  shfS^^^   :::::::::  Soo  w  458  426 

Medford                            II  400  68  468  426 

:  400  120  520  ,  426 

SSl  "                                 .  400  58  458  426 

sXfa:::::::::::::::::::::::::  88  n  458  426 

WashlnltOlt   400  58  458  426 

WaukesW.   400  58  458  426 


Fees 

Total 

ifl-idD  

66 

492 

100 

.180 

70 

150 

58 

484 

70 

496 

48 

474 

62 

488 

58 

484 

70 
•  96 

496 

525 

58 

484 

48 

474 

58 

484 

50 

476 

Mr.  The  committee  will  met  tomorrow  at  10  o'clock  m  this 

room,  to  continue  our  explorations  of  the  assistance  programs. 
Thank  you  very  much.  .  . 

[Whereupon,  at  11:50  a.m.  the  submmittee  recessed,  to  reconvene 
at  10  a.m.  of  the  following  day,  Tuesday,  J une  18, 1974. J 


STUDENT  FINANCIAL  ASSISTANCE 
(Institutional  Aid) 


TUESDAY,  JUNE  18,  1974 

IIotJSB  OP  RBPRESENTATn'ES, 

Special  SuBCOMMrrrEE  ox  Education 

OP  THE  CoMMirrEE  ON  EDtJCA'nON  AND  I/ABOR, 

The  subcommittee  met  at  10  a.m.,  P«^s«ant  to  rec^,  ^fj^^^^^fh 
Rayburn  House  Office  Building,  Hon.  James  G,  O'Hara  (chairman  ol 

%?tr&St'&'^^^^^^  Dellenback,  Biaggi,  and  Benite^ 
^aSemWr;  pvosent :  Jim  HamV  director }  Ehiora  Teets,  clerk ; 

n  nrl  Dr  "Robfti't  Audriusa*  minority  stall  director. 
Mr.  6'S  m^^^^^^     Subcommittee  on  Education  will  come  to^ 

morning  we  are  continuing  to  tiike  testimony  on  jnstittttional 
aid  S  t  Sular  reference  to  the  relevance  of  such  aid  to  student 
finamiliuSst^^^^^^    to  the  problem  of  student  access  to  postsecond- 

^uiZst'witness  this  morning  will  be  introduced  by  the.  ranking 
ma%4  meSr  of  this  s^^^^^  and  I  might  add  a  very  con- 

Set  ie  SeS  of  the  subcommittee,  who  ha|  Been  of  pat  a^ist- 
S  Es^Cr  consideration  of  the  subject  before  the  subcommittee, 
the  .^tetitlbman  from  New  York,  Mr.  Biagiri. 
Mr.  riaggi.       ,       ,r  /s»  •   '  . 

^T^JJSf  DepS^^^^^  of  the  Graduate  School  at  Ford- 

^'""iSthef  Finlay  was  born  in  Roscommon  County,  Ij'eJajJ^' 1t?22, 
m4 'S  to  America  and  graduated  fi^m  Regis  High  School  in  New 
YoWcitvaind  I^vola  T7niversity  in  Chicago.  He  received  his  M.A.  m 
JoTitica  &ien»  Georgetown  University  and  his  Ph.  D.  from 
ffi  Cnniversitv.  He  has  been  an  ordained  .priest  since  1942. . 

Fatff  Sl^^^  is  a  member  of  the  American  Pol  tical  Sci^Jice  As- 
.  and  the  Executive  Committee  of  the  Association  of  Col  eges 

nmll  Si»i^^^^^  New  York,  as  well  as  Commissioner 

Nvni.ktrASo?v^  Higher  Education^and  the  Regents 

R?|onal  cSS^^^^^       for  Wsecondary  Education  in^ew 


York  City. 
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As  you  ,„ 
tions  before 


can  see,  Father  Finlay  is  well  qualified  to  speak  on  the  ques- 
-        jre  this  subcommittee,  but  over  and  above  all  of  these  qualifi- 
cataons,  he  has  one  that  transcends  them  all  i  he  is  my  constituent. 

.  Father  Finlay  is  accompanied  by  Joseph  Kane,  representing  the  As- 
sociation  of  Jesuit  Colleges  and  Universities.  We  welcome  vou  and 
are  very  glad  to  see  you  here.  u  ivuu 

STATEMtan?  OF  REV.  JAMES  UNLAY,  PRESIDENT,  FORDHAM  UNI- 
VERSITY}  ACCOMPANIED  BY  JOSEPH  KANS,  REPRESENTATIVE, 
THE  ASSOOTATION  OF  msm  WIXEGES  AND  UNIVERSITIES 

Father  Finlay.  Thank  you  very  much,  Mr.  Chairman  and  Mr.  Con: 
gressman.  . 

Mr.  Chairman  and  members  of  the  Special  Subcommittee  on  Educa- 
PnJiiiSrVT"  •  y<»".^»ve  been  told.  Father  James  Finlay,  president  of 
f«i  T?^  U»iYei^ity»  representmg  the  Association  of  Jesuit  Colleges 
S^?f«??i!??ii*^S^*.  J^'ese  number  28  colleges  and  universities  in  18 
states  and  the  District  of  Columbia,  and  ttiese  colleges  and  universi- 
ties serve  approximately  150,000  students.  Mr.  Josepli  Kane,  who  ac- 
companies me,  IS  the  associate  director  of  the  Association  of  Jesuit 
Colleges  and  Universities.  «"«ui„ 

CfH^  "^tV^  preliminaries,  I  would  like  to  say  this:  I  come  from  the 
fttate  of  New  York,  which  has  an  extraordinary  record,  I  would  con- 
sider a  model  record  of  support  for  higher  education,  both  public 
and  wivate,  and  some  of  the  comments  tliat  I  may  make  may  jeem  to 
be  cntical  of  pro-ams  withm  States.  I  don't  want  these  criticisms  or 
comments  to  be  directed  at  my  home  State,  which  I  think  has  been  do- 
mg^a  very,  very  fine  ^oh  in  supporting  bdth  public  and  private  educa- 

Let  me  fiwt  thank  you  for  this  opportunity  to  testify  before  you 
on  the  pressing  issue  of  cost-of-education  programs  for  colleges  and 
umversities.  You  are  to  be  commended  for  your  resolute  efforts  to 
come  to,  grips  with  the  forms  and  funds  of  public  aid  to  postsccondary 
institutions  and  students.  Throughout  1973  and  to  this  date  of  im 
this  committee  has  vigorously  pursued  a  path  of  reviewing  the  char- 
acteristics of  student  aid  programs  and  other  components  of  Federal 
aid  lemslation  on  postsecondary  education  and  of  seeking  to  improve 
one-halfSff        ^        ^  Congress  over  the  past  two  and 

In  1072  Congress  passed  legislation  with  certain  objectives  clearly 
m  mind :  greater  access  and  choice  for  students  seeking  postsecondarv 
educational  opportunities,  especially  low-income  studentsi  assistance 
toward  resolving  financiai  disti^ss  /f  colleges  and  univewiti^  ffi? 
planmng  and  coordination  in  all  of  postsecondary  education}  the  col- 
lection and  analysis  of  financial  information  adequate  and  appropri^^^ 
national  policies  m  terms  of  shared  financial  r4pon- 
sibilities  and  the  Federal  role.  ^ 

#rjSHSi*®i»fi?°l'Ji®^f^®'^/J''^  good  programs,  the;Conditions  con- 
fffSmif  ITC®^^^  ^^J^^  V'e"  expressed  in  this  succinct 

of  Education'  Analysis  Service  of  the  American  Council 

Steadily  IttcfeaslMg  costs  of  postsecottdai-y  education  have  severelv  reduced 
the  enroliwenfc  options  for  most  potential  students  and  they  Lve  iffilted  con- 
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tlnulog  eaucfttioa  for  wany  adults,  Low«lncoroc  students  are  finding  their  choices 
are  narrowed  to  the  low-cost  community  colleges,  and  middle-class  students  are 
finding  that  private  and  high-cost  public  education  Is  being  priced  out  of  the 

"  From'Se*  stnndpolnt  of  Institutions  the  private  colleges  are  unable  to  compete 
with  the  tuition  rates  of  public  Institutions,  and  all  Institutions  are  finding  that 
enrollment  pressures  are  decreasing  with  the  decline  In  the  size  of  the  18-25 
year-old  category,  adding  to  the  financial  strain  on  the  budgets  of  the  Institutions. 

Student  aid  policies  are  currently  In  disarray  because  of  the  funding  Issues  be- 
tween  the  Congress  and  the  President,  and  consequently  students  who  need  fi- 
nancial assistance  cannot  find  adequate  sources  of  help.  Parents  are  finding  the 
burden  of  financial  outlays  for  college  attendance  to  be  excessive  during  the 
peak  years  of  college  age  of  their  dependents.  i„„.  „k. 

this  sums  up  the  situation!  (1)  choice  Is  being  reduced  for  low-Income  stu- 
dents} higher-priced  InsUtutlons,  both  public  and  private,  are  I'ecoming  out  of 
the  range  of  mlddle-lncome  families;  (2)  private  Institutions  cannet  compete 
with  public  Instltutlons-the  tuition  dlfferentlul  Is  threatening  the  survival  of 
iirlvatB  colleges',  (3)  appropriations  for,  and  administration  of,  student  aid  pro- 
grams are  deducing  their  effectiveness  In  meeting  congressional  objectives. 

Gentlemen,  It  Is  with  this  statement  In  mind  that  I  wish  to  address  myself 
to  the  Issue  of  the  cost-of-educatlon  programs  and  to  Inquire  how  a  cost-of-educa- 
tlon  program  could  assist  colleges  and  universities.  The  present  cost-of-educatlon 
program  Is  untested  and  seemingly  untestable.  Without  funding  we  probably 
can  never  know  what  Its  Impact  would  be  or  might  have  been.  While  we  can  as- 
sume that,  had  appropriations 'been  forthcoming.  It  would  have  provided  some 
relief  to  Institutions,  there  are  elements  In  the  present  formulas  of  the  program 
which  cast  doubt  on  equitable  treatment  for  private  Institutions. 

The  COE  formula  (relating  to  undergraduate  Institutions)  is  rooted  in  COB 
aid  following  federally  aided  students.  Without  bringing  that  concept  into  de- 
bate-as happened  during  the  evolution  of  the  Higher  Education  Amendments 
of  1972-lndeed,  assuming  its  functionablUty,  We  must  yet  question  the  equlta- 
blllty  of  the  present  formulas  and  the  way  In  which  these  formulas  relate  to 
and  rely  upon  the  present  student  aid  progra  ms. 

There  are  indications  that  the  present  student  aid  programs,  at  least 
as  they  are  now  actualized,  are  inequitable  toward  students  attending 
m-ivate  institutions,  and  as  a  consequence  would  engender  inequities  in 
distribution  of  aid  through  a  COE  program  based  on  them.  In  order 
to  overcome  these  disadvantages,  I  would  like  to  suggest  for  your  con^ 
sideration  a  means  to  diminish,  if  not  remove  entirely,  the  mequitfible 
eflfects  of  these  programs.  The  root  of  these,iiiequitios  toward  private 
institutions  and  their  students  is  the  tuition  differential  between  public 
and  private  institutions.  Documented  evidence  points  to  the  differential 
reaching  a  5  to  1  ratio.  The  latest  Carnegie  Commission  report,  en- 
titled  "Tuition,"  illustrates  this  situation  very  well  and  its  data  should 
warrant  your  closest  attention.  ^  •  i  i.- 

Therefore,  in  order  to  achieve  an  equitable  cost-of-education  pro- 
gram based  on  federally  aided  students,  inequities  must  be  removed 
from  the  student  aid  programs,  which  in  turn  require  a  solution  to  the 
tuition  ditfertntial.  In  order  to.  accomplish  this  task,  I  would  recom- 
mend to  your  attention  the  feasibility  of  these  interrelated  programs. 

1.  Establishing  a  Federal-State  tuition  assistancd  program  aimed  at 
reducing  the  5  to  1  differential  toward  2  to  1,  in  line  with  the  Carnegie 
Commission  recommendations}  ,  /t»wa/4\ 

2.  Basing  the  basic  educational  opportumty  grantprogram  (BEOG) 
solely  on  tuition  (taking  into  account,  of  course,  the  tuition  assistance 
awards  to  private  institutions)  I  ,  ,    .    ^    ,  ^ 

3.  Focusing  the  Supplemental  Educational  Opportunity  Grant  pro- 
gram  (SEOG)  on  tuition-based  cdsts  for  low-income  students  not  met 
under  thesuggestcd  BEOG  progiam  5 
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4.  Directing  tlio  woi-k -study  progvam  toward,  imd  developing  a 
h  edcral  grant  program  for,  nontuition  expenses ; 
,  5.  Targeting  loan  programs  primarily  to  upper-middle  and  high- 
Jttcome  students  5 

fl.  Providing  a  cost-of-education  gi-ant  to  undergraduate  institutions 
on  the  bjisis  of  a  percentage  of  total  Federal  dollars  received  for  BEOG 
and  bhOG  recipients,  and  to  graduate  institutions  on  a  capitation 
count  as  m  the  current  law. 

With  the  roinaining  few  minutes  allotted  me,  I  would  like  to  enlarge 
on  certam  pomts  in  the  suggested  recommendations.  While  including 
n  longer  narrative  for  the  record,  I  shall  limit  myself  to  highlighting 
my  reasons  for  what  you  might  consider  an  ambitious,  but  extremely 
necessary  proj?ram  for  the  survival  of  much  of  the  private  sector  in 
higher  education. 

In  the  accompanying  narrative  various  arguments  are  proposed  in 
support  of  suggested  changes  for  establishing  an  equitable  cost-of- 
emication  program.  It  is  clear,  however,  that  whether  or  not  there  is  a 
( -Of.  program,  the  present  programs  are  inequitable  and  require  strong 
remedies.  What  we  now  see  is  a  COE  progvam  rooted  in  weak  student 
aid  programs,  taking  on  all  the  inimical  characteristics  of  the  veterans' 
cost-of-instruction  program  (VCOI).  This  latter  program  is  based  on 
personal  subsidies  to  veterans  in  current  veterans^  educational  benefit 
legislation.  In  the  first  year  of  funding  for  VCOI  95  percent  of  tho 
moneys  went  to  public  institutions  which  enrolled  80  percent  of  tha 
veterans.^ 

There  is  no  way  to  avoid  the  conclusion  that  a  veteran's  benefit  pro- 
grani  precluding  choice  of  institutions  is  the  major  cause  of  the  in- 
equities  in  the  distribution  of  VCOI  funds.  A  similar  inequity  would 
result  under  the  present  formulas  of  the  COE  program  were  it  funded, 
rho  formulas  of  the  student  aid  programs  must  be  changed  if  Con- 
fjress  IS  interested  in  providing  equitable  treatment  to  private  institu- 
tions and  students  seeking  to  attend  them. 

Secondly,  w^hile  the  present  range  of  student  aid  programs  cover 
every  area  of  need,  there  is  serious  confusion  evident  about  the  kinds 
ot  needs  to  be  inet,_mucli  as  in  the  present  veterans'  educational  benefit 
programs.  Educational  and  instructional  costs  are  linked  with  living 
costs  and  other  personal  expenses;  BEOG  grants  are  targeted  to  in- 
come maintenance  for  those  attending  low-price  institutions;  loans 
are  forced  upon  low-income  students  when  grants  are  more  appro- 
priate. *  ^ 

If  Congress  ^wishes  to  provide  grants  to  students  for  education,  it 
should  do  so;  if  it  wishes  to  provide  support  to  families  or  students 
tor  living  costs  related  to  educational  activities,  it  should  also  do  so. 
But  It  should  not  confuse  education  with  welfare  and  income  main- 
twiance.  Thts  leads  to  a  radical  change  in  the  nature  of  education  and 
educational  financing ;  it  could  drain  all  education  resources  for  w'elfare 
purposes,  and  even  with  maximum  funding  would  be  inadequate  to 
meet  the  wolfai'e  need  for  income  maintenance. 

The  present  dislocation  in  the  range  of  student  aid  programs  fostered 
by  a  BEOG  concept  based  on  cost-of -attendance  should  be  remedied  by 
separate  forms  of  aid  for  each  type  of  need,  Otherwise,  the  very  meiui. 
lug  of  aid  for  education  is  threatened. 
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Finally,  the  roauniuomlrttion  foi-  a  Fcclcvnl-Stat«  m(\t(.'lung  innimtivu 
tuitioivttssistance  program  is  based  upon  the  simple  need  to  hvnxf; 
privuto  higher  education  once  again  into  compotition  with  public  uisti- 
tutions.  Many  words  have  been  written  testityuig  to  the  need,  tl^e 


no- 
body's business.  We  are  conduced  that  the  'Federal  (iovernment  alone 
eanj)vovide  thestinuilation  necessary  for  States  to  aslsist  private  ininti- 

tutions.  ,       ,       „  n    , . 

The  three  basic  ideas  presented  here*,  the  need  lor  a  federal  incen- 
tive policy  to  provide  tuition  assistance  to  private  colleges  and  umrer- 
Hitios,  the  need  for  equitable  student  aid  pi-ograms  based  on  a  separa- 
tion of  educational  costs  from  living  expenses,  and  the  establishment 
of  a  sound  COE  program  upon  them  should  be,  we  t>e  itn-e,  given  your 
serious  consideration  in  reviewing  changes  for  future  higher  education 
legislation.  Along  with  tlie  narrative,  special  comments  are  amxmdt'd 
oil :  "Federal  and  State  Policy  Towards  Private,  Nonprofit  auleges 
and  TTniversities;  Tuition  Assistance  for  Private  Institutions;  Student 
Aid  Program." 

Thank  you,  gentlemen.  ,  «  , 

Mr.  O'ITaka.  Thank  you  very  much,  Re\'erend.  ^ 

Mr.  Biaggi,  would  you  like  to  direct  some  questions? 

Mr.  BiAOoi.  Thank  you,  Mr.  Chairman.  .  ^    *  .  . 

First,  on  page  3,  you  inalte  reference  to  the  Carnegie  Commission 
report,  entitled'  "Tuition."  Will  you  submit  a  copy  of  that  for  the 
record  for  this  committee  ? 

Father  Finlav.  Yes.  ,     .     .     ,      ,  ^ 

Mr.  BiAcoi.  I  think  your  statement  makes  it  quite  clear,  bat  as  a 
matter  of  colloquy  and  for  the  record,  isn't  what  you  are  saying,,  m 
fact,  that  under  the  present  system  the  poor  are  really,  in  fact,  denied 
a  choice  of  institutions?  .      ,     ,11*-  , 

Father  Finlay.  Yes,  this  is  what  I  am  saying,  that  the  level  of  fund-, 
ing  and  the  mochanics  of  funding  of  assistance  to  low-income  students 
is  sudi  that  tlieir  choice  is  almost  exclusively  limited  to  the  low-cost 
public  institutions,  and  if  von  will  look  at  some  of  the  statistics  pre- 
sented in  the  Carnegie  tuition  report,  you  will  notice  that  starting  in 
10G7  there  was  an  increase  in  college  enrollment  in  the  two  lowest  quin- 
tiies  of  population.        ^.     ^  „  «  n 

Tluit  lu'gan  increasing  slightly  up  until  1972.  Then  nil  <>f  a  sudden 
it  has  dropped  off.  So  it  is  not  only  access  to  low-cost  uistitutions,  but 
access  to  liigher  education  that  is  'being  limited  as  to  students  in  the 
two  lowest  quintiles  of  the  population.  It  is  a  distinct  i  ailing  o  f  within 
the  last  yaav.  I  think  this  sliould  be  a  matter  ot  comurn  to  both  the 
public  and  the  private  sector  of  higher  education  and  to  this  committee. 

Ml'.  Bt  Afiur.  You  said  the  mechanics  ? 

Father  FiKLAY.  Yes.       ,    ^  ,       ,  ^ 

Mr.  BiA«ini.  Will  vou  explain  what  you  mean  by  that? 

l<\Uher  VmuKW  When  the  BFOG  program  was  hiunched,  it  took  so 
long  to  get  tlie  standards  established  and  get  the  fovms  to  the  studt^nts 
and  tlieir  families  that  many  of  those  who  were  eli^giblo  for  BEO(t 
grants  did  not  even  apply.  I  think  there  is  a  considerable  sum  of 
money  left  in  the  BFOG  progHim,  wlucli  is  being,  I  hope,  hopefully 
I'ol led  over  into  the  next  budget  where  it  can  b(j  used. 
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I  havo  talked  to  low-uicoino  studonts,  and  they  nve  thoroughly  con- 
fused. Fveqnently,  neither  they  nor  their  parents  are  capable  of  facinir 
«ie  prospect  of  six  different  application  forms  to  ^et  Federal  and 
totate  grants,  and  m  their  schools  they  are  not  getting  adequate  counsel- 
ing so  as  to  handle  the  mechanics  of  the  grants. 

So  this  problem  is  also  hindering  students  from  coming  to  college. 
I  know,  again,  from  my  conversations  with  low-income  students,  there 
13  a  high  level  of  dropouts  among  them  l)ecause,  and  I  am  talking,  now 
in  the  private  sector,  whore  they  can  start  off  with  grants  both  from 
public  and  from  our  own  internally  generated  student  financial  aid. 
i5ut  at  a  point  they  realize  this  is  not  enough  for  their  living  expenses. 
Ihey  are  terrihed  of  taking  out  loans.  They  are  very  reluctant  to  take 
out  loans,  so  they  will  drop  out  of  college,  or  they  may,  if  they  are 
lortimate  or  intelligent  enough,  they  may  transfer  into  institutions 
which  charge  no  tuition,  but  this  just  emphasizes  the  limitation  on 
their  choice.  They  are  very,  very  reluctant  to  build  up  a  burden  of 
loans  as  they  go  through  college,  so  I  would  say,  both  from  the  fund- 
ing and  meohanios  of  fundings,  it  poses  real  problems  and  genuine 
problems  for  low-income  students. 

oti?^^''-5^^S^^'i^^  P"^?®  ?  summation,  there  are  three  items. 

Item  No.  3:  Appropriations  for,  and  administration  of,  student  nid 
programs  are  reducing  their  effectiveness  in  meeting  congressional 
obiectives." 
Will  you  explain  that? 

Father  FiNLAY.  Well,  as  you  are  aware,  the  level  of  appropriations 
for  the  1972  amendments  has  never  met  the  expectations  of  ceitainlv 
the  student  population.  Now,  I  have  called  your  attention  to  some  of 
the  problems  in  the  administration  of  these  programs,  and  there  are 
large  umnet  needs  out  there  of  students  who  need  the  funds,  and  in 
our  datii  they  are  .submitting  in  the  third  appendix,  page  2,  we  Have 
listed  there  for  you  what  has  been  approved  by  the  panel  and  what 
has  been  appropriated. 

Spealdng  for  my  own  institution,  'we  have  found  that  there  are 
many  more  students  applying  for  college  work-study  than  we  pos- 
sibly can  accommodate.  Similarly,  for  direct  student  loans,  there  are 
many  more  applications  for  direct  student  loans  than  we  can 
accommodate. 

So  that  the  level  of  appropriations  simply  does  not  come  up  to  the 
te'  1^^^^'^    ^^^^  administration  of  the  program,  the  biggest 

difficulty  has  been  the  multiplication  of  programs  and  the  confusion 
that  this  generates.  You  may  be  aware  that  the  State  of  New  York 
IS  making  an  attempt  to  address  itself  to  this  problem  of  administra- 
tion. In  the  latest  education  law  passed,  the  tuition  assistance  pro- 
gram, there  is  a  second  part  of  that  which  sets  up  a  new  corporation 
which  will  attempt  to  coordir.ate  all  tuition  assistance  prngrams  for 
students  in  the  State  of  New  York.  They  hope  ultimately,  if  the  Fed- 
eral Govewiment  is  willing,  to  handle  within  the  State  of  New  York 
the  administration  of  the  Federal  programs,  so  that  a  student  in  the 
State  of  New  York  will  have  a  single  oiHoe  to  go  to  or  a  single  form 
to  fill  out,  and  it  will  be  a  single-stop  application  for  assistanco. 

Now,  this  will  not  be  tooled  up  until  lOTfi  or  1976.  It  will  start 
studying  the  situation  this  yetM*  ami  hopes  to  be  in  operation,  at  least 
for  the  State  programs,  in  1976-76  and  subsequently,  if  it  can  bo 
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worked  out,  to  include  also  the  Federal  programs  so  that  neither  the 
student  nor  the  parent  would  be  confused  by  the  plethora  of  programs 
and  in  spite  of  the  plethora  of  programs  the  small  amount  of  money 
that  comes  through. 

Mr.  BiAQOi,  On  page  3,  second  paragraph,  there  are  indications 
that  the  present  aid  programs  at  least  as  now  actualized  are  inequit- 
able to  students  attending  private  institutions.  Will  you  explain  the 
inequity? 

Father  Finlay.  Page  3.  There,  in  appendix  3  on  the  program  on 
BEOG,  we  present  the  information,  The  BEOG  relates  parental 
contribution  to  the  total  student  need,  based  on  cost  of  attendance  and 
toward  award  of  grants  up  to  $1,400  in  different  situations.  The  award 
is  one-half  of  the  total  need  up  to  a  maximum  of  $1,400.  Cost  of  at- 
tendance is  quite  different  from  tuition. 

The  nontuition  items  according  to  one  estimate  amount  to  a  na- 
tional average  of  between  $1,850  and  $1,950  for  Residential  students 
at  public  and  private  colleges  respectively.  If  a  college  has  no  tuition, 
a  BEOG  grantee  at  that  institution  could  receive  up  to  $925  for  non- 
educational  expenses.  At  the  ext}ected  funding  levels  for  the  next 
academic  year,  however,  the  maximum  I'eceivable  by  the  student  at- 
tending a  tuition-free  institution  would  be  $750. 

The  BEOG  payment  schedule  published  by  the  Office  of  Education 
in  May  1974  states  with  a  few  specific  exceptions  all  students  will  have 
a  minunum  cost  of  attendance  of  $1,500,  $1,100  living  expenses  and 
$400.  The  students  attending  tuition-free  institutions  with  no  on- 
canipus  living  facilities  are  still  provided  tlie  $1,500  minimum  allow- 
ance, so  if  you  have  a  BEOG  grant  and  you  have  no  tuition,  or  rather, 
some  tuition  to  pay,  the  BEOG  grant  is  less  serviceable  to  you  in  a 
tuition-paying  institution  than  it  is  in  a  non-tuition-paying  institution. 

In  New  York  City  where  we  have  a  vast  non-tuition-paying  City 
University,  and  many  private  institutions,  the  student  who  goes  to 
the  City  Univei'sity  with  the  BEOG  grant  has  the  BEOG  grant  for 
his  or  her  personal  expenses. 

Now,  we  know,  and  this  again  is  documented  in  the  Carnegie  re- 
\m%  that  those  expenses  not  directly  connected  with  tuition  in  both 
the  public  and  private  sector  are  pretty  much  the  same.  So  that  with 
that  same  amount  of  money,  the  person  who  receives  a  BEOG  grant 
and  has  no  tuition  to  pay  is  better  able  to  meet  those  expenses  than 
the  student  ^oing  to  tuition-paying  schools  with  a  BEOG  grant,  but 
has  t^  pay  tuition. 

A  very  dear  example  that  I  see  every  day  on  the  noith  side  of  West 
60th  Street  where  we  have  our  Lincoln  Center  Campus,  which  will 
be  charging  next  year  a  tuition  of  $2,400.  on  the  south  side  of  that 
same  street  is  John  Jay  College  of  the  City  University  with  10,000 
students  and  no  tuition.  ,  .  « 

Now,  a  student  walking  west  on  60th  Street  has  a  choice.  Suppose 
he  gets  a  BEOG  grant,  if  he  goes  on  the  south  side  of  the  street,  he 
can  use  the  money  from  the  BEOG  grant  to  cover  living  expenses, 
which  are  pretty  much  the  same  for  him  as  the  student  who  chooses 
to  take  that  BEOG  grant  and  to  go  to  Fordham  juat  across  the  street, 
and  there  most  of  the  BEOG  grants  will  be  eaten  up  in  meeting  tui- 
tion costs  and  leaving  him  with  essentially  the  same  livmg  costs,  the 
high  living  costs  of  New  York  City. 
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jMr.  Bi.vnai.  Your  supfjjostion  to  meet  this  is  what? 

Father  Fini.ay.  Tliat  wo  focus  BEOG  clirectl.v  on  tuition  costs  antl 
that  we  mnke  special  provision  for  the  noneducational  costs  of  all  stu« 
dents,  paiiicularly  the  loW'inconie  students,  direct  or  target  BEOG 
on  tuition  costs  and  then  tarjret  the  woi-k-study  and  other  assistance 
programs  which  can  be  devised  to  maint^vin  the  niconie  of  particularly 
the  Tow-income  students  so  that  they  can  go  to  college. 

The  access  to  college  is  not  just  a  matter  of  tuition  or  no  tuition. 
Even  in  the  city  of  New  York,  where  there  is  free  tuition,  tliere  are 
thousands  of  students  who  are  not  going  to  college.  Now,  tuition  is  not 
the  block.  The  block  is  the  income  maintenance,  the  fivct  that  they 
would  have  to  defer  income,  but  thdr  families  need  assist«i\c«. 

So  far  ns  BEOG  is  concerned,  I  say  target  that  on  tuition,  costs. 
Target  work-study,  increase  or  expand  the  work-study  projafram  con- 
sidei'ably  and  direct  the  work-study^  program,  as  we  mention  in  the 
narrative,  direct  tliat  toward  the  maintenance  of  income  for  students 
who  need  such  income,  and  certainly  there  are  plenty  of  students  who 
need,  botli  in  the  public  and  private  sectors,  that  need  that  income. 

Mr.  BiAGoi.  We  are  obviously  talking  about  additional  sums  of 
money? 

Father  Fixlav.  "We  are  obviously  talking  about  additional  sums  of 
money.  , 

Ui\  BiAooi.  Absent  the  adoption  of  your  suggestion  in  the  present 
in  pure  foi-m  or  modified,  what  do  you  see  as  the  future  of  the  private 
institution? 

Father  Finlay.  I  would  say  the  future  of  the  private  institution  is 
very,  vei-y  dim.  I  spoke  on  another  occasion  here  in  Washington  about 
a  month  ago,  and  from  what  I  have  leamed  in  New  York,  t  predicted 
,  that  within  a  shoit  while,  perhaps  within  a  decade,  we  will  see  the  dis- 
nppearanc©  of  about  30  percent  of  the  private  institutions. 

Now,  you  earlier  raised  the  question  that  this  program  I  am  .suggest- 
ing is  going  to  cost  additional  money.  Well,  I  think  that  depends  on 
how  you  look  at  that.  If  the  private  institutions  collapse,  there  is  going 
to  be  a  much  heavier  burden  on  the  public  sector  and  a^much  gmter 
demand  on  the  taxpayers  to  provide  education  in  public  institntjons. 

As  long  as  you  maintain  a  vigorous  siector  of  private  institutions, 
you  are  getting  other  moneys  into  the  educational  picture  from  the 
individuals'  families,  from  gifts  and  grants,  from  various  philan- 
thropies, so  there  is  a  multiplier  effect  operating  as  long  as  private 
institutions  are  functioning.  If  they  no  longer  function,  then  the  full 
burden  of  the  cost  of  education  is  going  to  fall  on  the  taxpayers. 

In  the  State  of  New  York.  I  think  at  the  moment  private  institutions 
nre  cducadng  somewhat  less  than  half  of  the  undergraduates  and  a 
nuich  larger  percentage  of  the  students  in  professional  schools  and 
graduate  schools.  We  pointed  out  to  Mayor  Beame  in  New  York  that 
even  though  the  City  University  is  a  much  larger  institution  than  the 
total  of  the  private  institutions,  in  number  than  the  total  of  the  private 
institutions,  private  institutions  still  significantly  produce  more 
bachelor  degrees,  more  master  degrees,  and  more  Ph.  D.'s  than  the 
Citv  tTtiiversit-y.  ,    •  \  , 

So  that  we  are  making  a  very,  very  significant  contribution  to  the 
economy  of  that  city,  We  represent  a  payroll  of  almost  slightly  less 
than  $1  billion,  and  we  are  producing  more  degrees,  and  if  tliat  is 
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what,  von  avo  talkin«r  about,  lujrhoi'  education,  at  lotist  that  is  onp^meas- 
\m  oihighor  I'dncation  productivity,  that  is.  tho  degrees,  and  for  the 
dollai's  invested  in  the  private  sector  the  pubhc  is  getting  a  much  big- 
ger return  in  people  coming  forward  with  degi-eos. 

Mr,  BiA«oi,  JM'  mo  aslc  you  one  question  ii}  connection  with  these 
programs,  in  private  as  well  as  public  institutions,  the  administration 
of  them ;  and  insofar  as  the  participation  of  the  student  is  concerned, 
do  they,  in  fact,  attend  the  classes  once  they  ha\*e  registoi-ed  and  Iiavc 
vereivpcl  thedr  funds?  '    ^  .   ..i.  i 

Father  Finlay.  Well,  I  can  only  speak  for  my  own  institution,  and 
the  answer  to  that  is  yes,         _  ,  .       i  • 

If  you  ai-e  addressing  yourself,  as  I  think  you  are,  to  the  loan  in- 
comes partici  l',rly,  those  that  are  receiving  niost  ot  the  funds,  we  have 
n  progmm  which'maintains  fairly  close  academic  and  personal  super- 
vision of  th(m  students  and  counseling,  and  the  record  ot  atttuiaauco 
and  the  I'ecord  of  success  for  that  group  of  students  is  3ust  as  goocl  as 
«nv  other  compamble  group  of  students.  .1  i. 

We  have  found  in  our  own  experience,  by  providing  counseling  that 
is  oftVctivo  and  sympathetic,  and  other  support  services,  which  are  the 
really  ditllcnlt  costs  of  education,  that  we  have  been  able  to  guaiimtee, 
at  least  we  have  had  the  experience  of  a  very  high  percent^ige  ot  those 
students  who  enter  Fordham  graduating,  and  those  who  are  atteiuling 
Fordham  actuallv  attend  theit  dlasse^s  and  pxmwa  their  programs  with 
at  least  as  much  cliligeivce  as  any  other  student.  We  have  been  pleased, 

Mr.  BiAooT.  That  is  a  comment  on  your  own  univei'sity,  but  you  arc 
so  thoroughly  steeped  in  edncationaKftctivities  generally— well,  let 
me  pose  the  question  in  a  different  \Vay.     »         '  . 

Would  von  suggest  tliis  committee  invostigate  otiier  institutKins  to 
determine  whether  or  not  tlie  students  are,  in  fact,  attending  the 

Father  Fin  t.ay.  I  think,  from  what  I  have  learned  in  my  discussions 
with  other  educators,  there  is  a  genuine  need  to  see  whether,  in  fact, 
the  students  are  attending.  I  mentioned  in  my  paper  tho  need  to  sep- 
arate out  dii'ect  educational  costs  and  income  maintenance  costs. 

I  have  heard  a  number  of  comments  from  people  at  other  institu- 
tions that  studi?nts  are  clever  enough  to  see  that  programs  which  are 
designed  for  income  maintenance  can  be  used  precisely  for  the  ^timm 
■  luaihtenance  with  a  minimum  cxi>osure  to  classcfS  and  education.  1  his 
is  one  of  the  nnexplored  and,  I  think,  embarra/ssing  situations  that 
exist  in  a  number  of  institutions. 

Mr.  BfAooi.  That  is  all,  Mr.  Chairman.  ^.  . 

Mr.O'HARA.TIiankyouverymuchjMr.BiagjLM. 

Father  Finlay,  I  think  you  made  a  good  point  when  you  say  that 
it  is  tinfoi*tunate  that  higher  education  programs  of  student  assistance 
have  to  undertake  income  maintenance.  It  seems  to  me  that  that  income 
maintenance  ought  to  be  the  function  of  other  programs  and  it  ought 
to  be  done  much  better  than  it  is.  We  had  a  witness  here  from  the 
association  of  students  at  San  Francisco  State,  who  gave  a  number 
of  examples  of  students,  independent  students,  who  were  unable  to 
attend  San  Francisco  State  because  they  could  not  sitppmi  theinselves 
and  sometiuMis  their  minor  children  or  whatever  with  the  funds  they 
received. 
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Iho  SSI  program,  when  you  talk  about,  disabled  students,  aa  I  un- 
flerstand  the  SSI  projafruni,  and  it  may  be  that  this  only  relates  to 
(lisal)lecl  students  who  are  members  of  their  parents  household  or  what- 
ever,  but  if  thov  quit  going  to  school^  they  become  eligible  for  SSI 
payments.  On  the  other  hand,  if  they  go  to  school,  they  are  not  eligi- 
ble  for  SSI  payments.  /  ^  . 

I  have  nslccd  the  staff  to  call  in  a  panel  of  people  who  deal  with  in- 
come mamtenanco  problems.  I  think  the  committee  ought  to  get  into 
the  question  of  whether  or  not  it  is  not  more  appropriate  for  income 
maintenance  programs  to  do  the  income  maintenance  pait  of  the  lob 
for  students,  especially  for  independent  students,  and  I  think  also  for 
students  who  are  members  of  families  that  are  of  very  low  income, 
tlian  It  is  for  higher  education  programs  to  try  to  do  that  iob. 

T  notice  you  tried  to  make  that  distinction  in  your  testimony. 

Father  FiNMY.  Yes.  / 

Mr.  0*IlAnA.  And  I  think  that  is  a  distinction  worth  our  explorinir 
and  pui-stting.  *  . 

l  also  like  very  much  the  logical  framework  into  which  you  put 
things,  with  the  six  nomts  that  you  get  at  on  the  bottom  of  page  3  and 
the  top  of  page  4,  although  I  want  you  to  know  I  very  strongly  dis- 
agree mth  the  fii'st  one,  You  are  going  up  in  an  ascending  scale  most 
of  the  time  until  you  got  do\yn  to  No,  6,  but,  in- any  event,  because  I 
really  think  it  might  help  private  cojleges,  but  it  would  not  help  anv 
students  in  this  situation. 

"VVell,  you  know,  the  tuitions  at  public  institutions  are  going  up 
rather  alarmingly,  too.  It  hn^liiiow  gotten  to  thfe  point  where  thev  are 
pretty  darn  high,  at  least  in  most  States.  To  say  to  a  student  who  is 
barely  managing  to  attend  the  public  institution,  "W6  are  going  to 
lu'lp  you  out  by  closing  the  gap  and  increasing  the  tuition  you  now 
pav,"  I  don't  think  that  is  a  very  helpful  argument.  , 

Father  Finlay.  Well,  I  have  not  argued  for  a  ymv  for  increiising 
the  tuition.  There  are  other  wa^yH  of  closing  the  gap  than  by  increas- 
i»ig  the  tuition  in  the  public  institutions.  I  have  not  argued  that  posi* 
tion  at  all.  I  am  aware  of  the  growing  costs  in  public  institutions. 
^  The  figures  are  spread  out  before  us  in  the  Carnegie  report  on  tui- 
tions and  I  tend  to  favor  the  attitude  of  the  Carnegie  commission  over 
the  other  i-epoits  that  liave  been  made.  The  Carnegie  commission 
.ur|?ecl  that  tuition  and  fees  should  ultimately  achieve  perhaps  one- 
tlwrd  of  the  full  educational  costs  in  the  public  sector. 

I  hey  also  pointed  out  in  many  institutions  they  already  have  reached 
that  level.  The  TJniyei'sity  of  Michigan  would  be  one,  where  it  has 
already  gone  beyond  that  level.  There  are  other  public  institutions 
where  they  are  paying  something  beyond  that.  • 

The  cost^  of  adjustment,  if  you  were  to  accept  the  Carnegie  report, 
as  they  jioint  out,  would  be  perliaps  an  increase  of  about  1  percent  a 
year  over  the  next  few  years.  Most  large  public  institutions,  they  were 
already  pretty  much  in  line  with  what  the  Carnegie  commission 
thought  was  a  goal. 

I  am^  not  arguing  the  raising  of  publlc-rwell,  1  don't  think  anv- 
\vlicre  in  the  paper  I  argued  raising  public  tuition.  What  I  argue 'is 
closing  the  gap.  The  gap  can  bo  closetl  several  ways. 

In  tlie  supplementary  data  we  discuss  several  ways  in  which  this 
could  be  done,  but  you  could  concoivably  accept  the  public  tuition  at 
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whatever  rate  it  is,  even  lower,  if  you  want,  and  take  the  average  cost 
of  edttcating  a  student  in  the  public  sector  and  the  average  cost  of  tu« 
ition  in  the  States  and  subtract  tho  one  from  the  other,  and  then  per- 
haps  fund  half  of  that  through  Federal  and  State  matching  funds. 

Now,  we  are  not  prescribing  or  suggesting  a  single  formula  and  no- 
where do  we  suggest  that  the  answer  is  raising  the  tuition  in  the  pub- 

^^*iS!*0'Hara.  Thank  you  very  much,  Father.  I  am  very  glad  you 
clarified  that,  because  I  am  very  anti-tuition  increases. 

I  would  like  to  take  some  more  tune,  but  we  have  two  more  wit- 
nesses. Mr.  Kane  is  a  frequent  participant  in  oiir  discussions  in  any 
event.  I  am  sure  he  will  reflect  your  views  in  those  discussions. 

Thank  you  very  much  for  comjng  before  the  committee  ar.a  tor 
vour  vei-y  useful  testimony. 
*  Father  FiNLAY.  Thank  you  very  much. 

[Father  Finlay's  prepared  statement  follows  u 

Prwahed  Statement  of  Rev.  James  0.  Pinuy,  President,,  Fokdham  UNiversitV 

The  Association  of  Jesuit  Colleges  and  Universities  has  fojlt'Wed- <«reMly  as 
liavo  other  associations,  the  development  of  ijostsecondary  education  legislation 
mm  the  beginnings  of  the  Education  Amendments  of  1972,  through  the  activities 
if  c  Niitlonttl  Commission  on  the  Financing  of  Postsecondary  Kduca  on,  to  tlm 
nrt'seut  hearings  coticernetl  with  the  application  of  present  law  and  the  admln- 
iratlou  ofK  We  are  convinced  that  both  policy  and  programs  need 

lipdS  In  view  of  continuing  flnahclal  distress  and  of  apparent  inequities 
vt'sultlng  from  unforeseen  factors  In  the  law.    .  j  t.i«t„.«  fl^«no 

our  major  concern  Is  the  differences  between  public  an^^prlvate  higher  educa- 
ttou.  Both  of  these  InstUutioiuit  sectors  are  necessary  to  tlie  very  character  of 
our  American  culture.  Intrinsic  cqmponents  of  our  democrntlc.form  to  create 
balances  which  muttuilly  serve  to  measure  and  »'nP«'o^'e  . 
correlative  parts,  m  ilgher  education  there  are  two     y,  *S 
acting  elements  which,  despite  some  similarities,  remain  different  In  their  modes 
of  ZraS  It  is  not'  to  be  taken  lightly  that  the  American  system  affirms  the 
necessity  of  public  educatloi»  under  state  conti*ols  while  at  the  same  time 
sttniulatlng  a  sln»llar  public  sen-Ice  through  private  non;P'fo^t/n£.l>l°"S  3 
establishments.  It  Is  not  merely  the  s«vlval  of  the  nature  of  higher  edt^^^^^^^^ 
which  Is  at  stake!  It  Is  the  meaning  of  our  kind  of  democratic  ^'w^e^'' ^J'^^^^^^^^ 
higher  education  offers  an  alternative  hecessary  to  sustain  a  d^^^^^ 
pluralism.  'J^hls,  simply  spoaklng,  Is  the  root  justllicatlon  for  maintaining  private 

"''AlfofttS^  has  changed  in  the  past  80  years.  Some  of  the  c^^^^^^^^ 

have  been  helpful,  some  harmftil  to  private  higher  education.  Without  desorlWng 
all  of  these-most  of  which  you  are  aware-let  me  P0«1  to  certain  cha^^^^^ 
which,  we  believe,  more  attention  should  be  given.  These  jl)  t^l^^'^^l  .  ^# 
of  federal  ajul  state  relatlonshUw  to  higher  education,  and  (2)  the  matter  of 
emilty  both  In  resi»ect  to  the  public  which  supports  higher  education  and  to 
tliose  students  and  Institutions  who  benellt  from  sjich  public  support. 

t'EDEKAL  ANH  STATE  Alt)  I'OttalES  f Ott  PIUVATB  COttE(lt)B  AlfD  STWBEMTS 

ATTBNMNO  TME^t 

We  arc  convinced  that  Congress  was  on  the  right  track  In  passing  legislation 
In  1072  directed  at  better  planning  and  coordlnatlol»  of  states*  resources  for 
tiostsecondary  education.  Too  many  private  colleges  have  suffered  from  the 
Indiscriminate  expansion  of  son»e  areas  of  postsecondary  education,  Many  have 
tUosed  their  doors ;  more  undoubtedly  will  do  so  when  the  effects  of  oyerexpanslon 
lead  to  targeting  fUnds  to  sustain  public  Institutions— thereby  reducing  the  capa- 
cltv  of  state  legislatures  to  assist  private  institutions  and  the  students  attending 
them,  It  is  unfortunate  that  educational  researchers  have  failed  to  examine  the 
Sact  of  the  expansion  of  public  Institutions  upon  the  survival  of  private 
colleges,  as  well  as  iipon  the  taxpayer.  .  .         .  ^    .    .  ^^^  ^.  ^.  ^huua^^ 

Private  higher  educat  on  cannot  wait  for  the  states  to  change  their  attlttides 
towards  assisting  private  colleges.  There  s  apparently  much  advertisement 
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almt  state  aid  for  ijvlvato  higher  eaucmtlon.  audit  is  to  l>o  applauded  wlieu  tlie 
hUoo  flts.  Penusylvaiaa,  New  York,  lllluois,  New  Jersey  aud  Michigan  are  among 
the  leaderB  here.  Tlie  list  of  state  aid  programs  for  private  institutions  published 
hy  the  Kducatlon  Conuuission  of  the  states  testifies  to  increasing  efforts.  Btit, 
ahout  one-third  of  the  states  have  not  given  any  assistance  to  private  institutions 
or  students  attending  them  and  the  total  sums  awarded  to  all  private  institutions 
l»y  all  states  nationally  are  less  than  four  percent  of  total  state  aid  to  higher 
education,  excluding  ctipltal  outlays,  (See  Appendix  1.  Table  attached.) 

In  the  past,  with  a  fQW  signillcant  exceptions,  the  fedeml  government  has 
treated  ptiWic  and  private  higher  education  with  an  even  hand.  The  Higher 
KtUu-ation  Facilities  Act  of  1003,  and  many  of  the  student  aid  programs  from 
M>BA  on,  do  not  discriminate  between  institutions  or  the  students  attending 
them.  On  the  other  hand,  however^  the  cancellation  of  tuition  grants  for  veterans 
boginnhig  with  the  Korean  War  G.I.  bill,  the  introduction  of  certain  student 
aid  program  formulas  and  superimposed  regulations,  the  extension  of  benefits  to 
incutde  part-tin>e  and  proprietary  school  students  without  the  connrtensurate 
expansion  of  funds^  the  intrwluction  of  a  veterans*  cost*of-instruction  program 
Jmve  all  ser\»ed  to  increase  the  financial  difflculties  of  private  higher  education  in 
relation  to  public  colleges  and  universities, 

I^efc  me  turn  to  the  question :  what  can  be  done  to  redress  these  difficulties  and 
perhaps,  as  a  result,  change  the  direction  in  which  private  higher  education  is 
headed? 

Congress  itself  indicated  that  it.  waa  hardly  satisfied  with  the  general  character 
of  the  higher  education  legislation  it  passed  in  1972.  Congress  -nandated  estab- 
Uslnnent  of  a  National  Comnjjssion  to  investigate  the  causes  of 'flnandal  distress, 
evaluate  the  success  of  current  programs,  and  propose  policy  solutions  to  the 
financial  difficulties  facing  all  of  higher  eilucation.  The  enormity  of  that  mandate' 
is  now  becoming  evident:  the  complexity  of  the  issues  of  financial  distress  Is  not 
matched  by  the  simplicity  of  such  a  mandate.  At  best,  the  Wisdom  of  Congress 
has  generated  an  unprecedented  universe  of  research  in  almost  every  pl}ise  of 
po.st^econdary  education.  It  is  hoped  that  Congress  will  once  again  give  serious 
consideration  l)oth  to  national  poUcy  and  federal  obligations  and  to  the  most 
appropriate  means  to  acconUiliah  its  objectives.  . 

It  is  our  contention  that  the  federal  government  has  a  responsibility  towards 
the  private  sector,  including  its  own  prerogatives  as  well  as  being  able  to 
stimulate  state  action  to  aid  private  institutions.  Tlie  suggestions  below  are 
dir(K*t<?d  towards  both  of  these  responsibilities. 

our  testimony  is  directed  to  the  possible  inclusion  of  a  tuition  assistance  pro- 
gram for  privafe  non-profit  higher  education*  and  to  removing  inequities  in 
student  aid  programs,  Our  aim  is  to  bring  to  your  attention— and,  indeed*  into 
public  view-^our  concern  for  the  threat  to  the  existence  of  private  higher 
education  generated  by  the  character  of  programs  and  a(t  ttoo  policy  rationales 
wittingly  or  unwittingly  detrimental  to  the  private  sector,  ^focusing  upon  the 
tuition  differential,  upon  current  stttdent  aid  programs  and  upon  fnndlnff  issues 
Is.  We  believe,  an  effective  concern.  Tho  solutions  we  stiggest  are  exploratory, 
but.  although  other  associations  and  interest  groups  are  also  Intensively  investi- 
gating the  tuition  problem,  we  lend  firm  support  to  the  policy  and  program 
dli'ectlons  suggested  herein. 

onjficrivfis  Aut^  votAcm  ton  TtmnM  aip  to  itioitEtt  EDWAtiow 

The  Association  of  Jesuit  Colleges  and  Vntversities  proposes  the  followtfig 
objectives  and  policies  to  i>e  included,  among  others  In  guiding  future  legislation 
for  higher  e<lucation.  Relying  upon  youi*  interest  in  all  of  higher  education  and  in 
equitable  benefits  to  institutions  and  istudcnts,  we  believe  that  greater  stress 
should  be  Tilft«?ed  unon  those  objectives,  along  with  tho^ie  of  eqiml  educationat 
opportunity  and  institutioiml  diversity  and  excellence.  Indeed,  We  believe  these 
objectives  would  serve  well  to  implement  all  others. 

1.  National  goals  f6i»  higher  education  should  Include  the  sustenance  of  private 
higher  education. 

2.  National  goals  should  take  into  account  the  concept  of  ''shared  financial 
responsibility"  in  meeting  the  costs  of  higher  education,  relying  upon  equitable 
tax  burdens  and  distribution  of  benefits. 

To  achieve  these  objectives,  greater  etforts  should  be  devoted  to  planning 
poltcleis  which  would  effect  them.  We  suggest  the  following  twlicles  a?*  guides 
for  federal  program  planning. 
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PolMea  .      ^  ^  , 

1.  The  mm\\  governuioiit  showW  exert  maximum  leverage  on  all  non-feaeral 
sources  of  ihmnclal  support  to  generate  maxlnmm  eoutrlbutlous  for  all  of  higher 

promoting  planning  and  cooperation  between  states  and  regions, 
public  and  private  sector  Intervelatlonsbtps  and  inner-sector  cooperative 

''^ftfimprovlng  utlllisatlon  of  private  facilities  and  sharing  of  both  public 
and  private  facilities  for  siwcinc  purposes,  *„v„«™« 
(0)  assisting  states  In  lowering  the  vev  student  costs  to  the  taxpayer, 
{(I)  uromotlng  Indirect  aid  to  Institutions  without  ilirect  expenditure  of 

a.  The  federal  government  should  promote  programs  which  correlate  Instltu. 
tlonal.Ul/erslty  and  student  choice  In  the  same  ttnanclal  liiterrelatlonsh  p. 
(«)  the  range  of  liistractlon.related  student  aid  programs  should  be 
proiwrtlonate  to  the  Institutional  eost-of-liistructlon. 

lb)  cost-of«education  aid  programs  should  be  associated  with  the  cost* 
of-instructlon  With  siwclal  emphasis  upon  costs  dependent  on  educating 
lowMuwine^sgen^  should  stimulate  the  establishment  of  tuition 

offset  devices  to  Insure  the  competitiveness  and  quality  of  private  higher 
3.  KqultaWe  student  aid  programs  should  be  developed  treating  all  Income 
(rt)  access  programs  should  not  adversely  affect  entrance  to  private 
colleges^aiid  u^nlvus^^         be  considered  which  do  not  add  a  proportion- 
ately higher  burden  at  graduation  to  one  class  over  another. 

To)  aid  programs  should  provide  vertical  equlty-~proportlonate  types 
of  grant,  work-study  and  loan  programs  should  be  developed  for  the  various 

^"un\fd°dlm;ted  at  Institutional  costs  of  Instruction  should  not  toe  con- 
fused With  non-lnstruclional  aid  to  students ;  they  should  be  separate 

TlS'Snhrust  of  these  policies  Is  evident.  It  Is  equity  to  the  essential  wluca- 
tlonul  components  of  our  national  heritage:  strong  public  and  private  Instltu- 
t  0  IS  Sty  in  federal  and  state  policy  toward  these  institutions!  the  nduslon 
of  nfflonil  needs  In  providing  student  aid;  ff„  t«;tSnnMSU^^^ 
levels  in  the  provision  of  student  aid  for  selection  of  an  Institution}  hampnlza- 
tlon  of  f«  eral  and  state  tax  levies  and  subsidies  to  maximize  benettts  to  the 
t  ixpaver  and  to  reducing  Inequitable  burdens,  and  consideration  of  the  possL 
blllty  of  federal  Incentives  to  stimulate  action  on  achieving  these  policies. 

PttOOKAM  AID  t'OB  MlOttEB  EDUCATION 

To  this  end,  we  suggest  certain  types  of  programs  which  would  iiclp  In  tlieir 
aclile\^ment.  We  are  aware  of  the  dllferences-sometlmes  anlnios  tles-between 
puffiraTid  private  sectors  of  higher  education.  It  Is  not  our  f<>^}^^'^^^fZ^  '>^!L 
ov  aggravate  them.  But  we  are  Urmiy  convinced  that  only  through  Incentives 
f  0 m  the  fSeral  government  can  P«Mlc  and  private  coopera^^^^^^^^ 
Mdmuliited  to  produce  In  most  cases  effective  aid  to  maintain  private  higher 
education.  The  idea  promoted  by  some  a  few  years  ago  that  the  states  a/e  respoti- 
«« .U  for  institutions  and  the  federal  government  for  students  lias  to  a  great 
Jx4tit  te^  "siZlb le  the  ilnanclal  condition  of  private  higher  education. 
'Ae  effect  of  this  Idea  has  been  to  sustain  state  support  of  public  instltiitloiis 
and  to  generate  additional  federal  support  of  students  to  attend  low  or  no  tuition 
institutions.  The  federal  government  alone,  we  believe,  can  and  should  change  this 

ald'prlvate  higher  education,  we  suggest  that  some  consideration  and  In- 
vestlBatlon  be  given  to  the  following  propositions  on  the  tuition  differential  be; 
tiS  piSlifan^^  and  undeveloped  areas  of  student  Ilnanclal 

aid.  ^ 

1.  The  Sml  government  should  support  a  tuition  assistance  policy  through  « 
federal-state  matching  Incentive  program.    ,     .    ...    ,  . 
II.  Student  innanelal  Ald-Conslderatlon  should  be  given  to '. 
1.  Establishing  separate  grant  programs  for 

(a)  tuition  costs,  and 

(b)  non'tultlon,  e<lucatton-rcltttea  costs, 
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2,  Aligning  non«tuittoii»  eaueation  related  grants  with  work«study  and  other  aid 
programs. 

8,  Investigating  the  possible  Inequities  to  dilDterent  income  levels  from  student 
aid  programs  both  at  time  of  entering  and  at  tiuie  of  departure  (dropping  out  or 
graduation). 

la  more  detail,  we  would  propose : 

I.  TuUion  Assistance  Program 

1.  Pedoral-State  Incentive  Matching  Program  on  a  50/(30  basis. 

2.  The  grant  can  be  based  on ! 

{a)  a  i)ercentage  of  the  average  state  per  student  expenditure  at  public 

Institutions.  / 

(h)  the  si55e  of  the  tuition  differential,  or  a  percentage  of  it, 

(0)  a  percentage  of  \he  actual  average  tuitioa  at  private  institutions  of 

each  state.  ! 

3.  Individual  $tate  differences  should  be  maintained.  Average  public  tuitions, 
in  each  state  and  state  average  private  tuitions  could  serve  as  the  comparative 
base  for  fonnulas. 

4.  The  objective  of  tlUs  incentive  grant  program  is  to  assure  the  competitiveness 
and  quality  of  the  private  higher  education  sector. 

II.  Kktident  Aid  Programs 
1  Tuition-Based  Grants 

(a)  based  on  tuition  alone  the  maximum  grant  would  equal  one-half 
tuition  charged  at  either  public  or  private  colleagues  and  universities.  The 
stsse  of  the  private  Institutions'  tuition  Would  include  subtraction  of  the 
tuition  assistance  grant. 

<b>  students  from  families  of  under  $5,000  taxable  Income  would  auto- 
maticalty  receive  one-half  tuition  gmnt  at  the  institution  of  their  choice. 

(o)  students  from  families  over  $S,(.<00  taxable  income  would  receive  a 
grant  pro-rated  on  the  tmsls  of  expected  parental  contribution,  with  a  mini-* 
mum  graJifc  of  $50.00.  The  PCS  schedule  will  not  be  used  administratively 
to  reduce  expenditures  of  Insufficient  funding;  a  reduction  scale  will  be 
applied,  based  on  funding  levels, 
a  Noti-Tultion,  Education  Related  Grants : 

(a)  Federal  Grant  Program.  A  fe<leral  progi^m  should  he  developed  to 
subsidize  non-tultlon,  education-related  costs  to  the  student:  room  «nd 
lM>iird,  transportation  and  personal  expenses. 

(h)  a  national  average  of  such  cost^  can  be  used  as  a  base,  or  state  or 
regiona  1  averages  can  be  u^ed.  National  averages  showed  negligible  dif- 
ferences in  these  expenses  between  public  and  private,  residential  and  com- 
muting students.) 

(0)  maximum  award  would  equal  onc*hal£  of  the  national  average  rion- 
tuitinn,  education  related  exi)enses ; 

(d)  targeting  would  follow  the  tuition  grant. Income  level  formulas:  full 
one*lialf  grant  to  students  from  families  under  $5,000  Income ;  pro-rated  but 
with  a  mlniminn  of  $50  to  all  eligible  students.  * 
8.  Work-Study  Programs . 

(a)  maximum  award :  $l,00O/academlc  year. 

(h)  shodd  Include  off-campus  work  experiences  In  all  types  of  non-profit 
organisations. 

(c)  puriwse  is  to  provide  aid  largely  for  non-tultlon,  education  related 
costs  (currently  two-thirds  of  the  WS  students  receiving  otJier  aid  are 
ftPPlviuj?:  it  to  non-tuttion  ccmts)* 
4.  Education  8ecurlty  IHmd : 

(a)  Fund  postsecondary  expenses  for  all  students  needing  loan  assistance 
on  an  aflsure<l  basis  with  repayment  contingent  upon  fitture  earnings. 

(h)  Provide  a  source  for  parents  to  invest  fundi^  for  meeting  the  heavy 
ex{>ense  of  college  attendance  for  thetr  dependents. 

III.  Cost-of-Educatlon 

Assuming  tJie  actualization  of  a  tuition  assistance  pr^^gram  and  the  suggested 
student  aid  revisions : 

1*  Undergraduate  institutions*  awardi^  i^hould  be  based  on  a  percentage  of 
totjil  federal  funds  provided  for  BEOO  and  SBOG  grants  at  an  institution. 

2.  graduate  Institutions*  grants  should  be  l>ased  on  capitation  as  in  the  present 
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APPENDIX  1 

FfiOBRAt  AND  STAtB  POUCY  TOWARD  PMVATB,  NON»PKoFIT  COttEOES  AND  UNXVEUSITIES 

Viewing  the  Issue  from  the  perspective  of  the  social  vs.  Individual  benefit  avgU' 
meutSt  it  Is  ascertainable  that  state  tK)llGles  have  In  the  main  been  in  favor  of  a 
limited  social  benefit  theory :  for  public  Institutions  and  their  students  only.  It  is 
inaccurate^  moreover,  to  assume,  as  do  some  national  policy-proposing  groups, 
that  in  the  American  tradition,  states  support  only  public  institutions :  the  fact 
of  no  or  low  tuition  provides  enormous  benefits  to  taxpayers,  rich  and  poor  alike. 
States  support  public  higher  edmaUon,  Institutions  and  students^  in  fact.  If  we 
are  to  believe  the  Hansen  and  Welsbrod  studies,  ''state  subsidy  of  higher  education 
was  three  to  five  times  greater  than  the  anticipated  Increase  in  taxes  to  be  paid 
by  college  students."  * 

State  policy,  in  general  has  been  negative  towards  private  Institutions  and, 
though  to  a  slightly  enmller  degree,  to  students  attending  those  institutions.^  A 
great  effort  is  being  made  to  demonstrate  a  new  enUghtened  attitude  by  states 
towards  assisting  private  colleges  and  universities.  While  this  ititerest  is  Indeed 
real  in  sonie  instamces,  the  total  ri-^sult  is  hardly  suflicleht  to  be  called  a  trickle. 
Appropriations  to  aid  private  higher  education  by  states  Is  about  four  percent 
of  total  state  aid  (excluding  Capital  outlays)  to  higher  education*^  About  one* 
half  of  this— $155  million— Is  concentrated  by  two  states. 

Federnl  policy,  on  the  other  hand,  has  been  neutral  towards  public  and  private 
aid  \  it  has  applied  Its  aid  programs  to  both  with  a  sense  of  equity*  Only  in  recent 
decades  have  there  been  indications  of  shifting  emphasis  In  federal  policy.  The 
Korean  War  01  bill,  abolishing  the  tuition  grant-in-aid  to  veterans,  was  perhaps 
the  first  major  step  away  from  equitable  treatment  not  only  of  Institutions,  but 
of  a  class  of  citizens.  As  been  well  substantiated,  the  World  War  II  GI  bill 
provided  a  tuition  f?rr;at  wlilch,  more  than  the  size  of  any  personal  subsidy,  per. 
mltted  the  Vetera:*  a  choice  of  institutions.* 
A  recent  editorial  in  Cotteoe  and  Univenity  DU»lnesH  states, 

**.  .  .  a  major  report  on  veterans*  educptlou  has  found  a  definite  rela* 
tiouship  between  the  utilisation  of  student  al.d  and  the  existence  of  l(»w 
tuition.  Tlie  utilization  of  the  G.I.  Bill— which,  at  $220  a  montli.  Is  the  most 
generous  form  of  student  i\U\  available— by  Vietnam-era  veterans  Is  high 
In  those  states  where  low*tuitlon  public  colleges  are  available,  and  eor« 
respondingly  low  in  states  where  tuition  is  high." 
Can  there  be  better  evidence  of  the  exclusion  of  the  Vietnam-em  veteran  from 
selecting  a  school  of  his  or  hei*  choice?  Is  there  better  evidence  of  federal  policy 
implementing  and  reinforcing  the  poHcy  of  low^tultion  state  institutions  to  the 
discrimination  of  private  colleges,  and  the  veterans  wishing  to  attend  them?  Is 
there  better  evidence  of  tlie  use  of  euphemisms  to  support  ine<iuity  towards 
private  colleges  and  their  students  by  calling  the  present  Veterans*  benefit  pro- 
gram when  it  has  no  reference  point  to  costs  at  all?  It  is  most  evident,  however, 
ttuit  when  you  do  not  give  a  veteran  a  tuition  grant,  he  or  she  generally  will 
attend  a  low  tuition  or  tultlou  free  institution,  and  spend  the  veterans*  subsidy 
on  non*educationat  expenses.  It  would  be  well  to  read  the  "major  report  on  vet- 
erans* eilucation**  referred  to  by  the  author  of  the  editorial :  if  anytliing,  itii  oh* 
jective  was  to  point  out  inequities  such  as  this  among  the  various  G.I.  bills 
shice  1046,  not^o  approve  them. 

This  is  an  iiistance  where  poor  legislation  seems  to  have  encouraged  worse 
legislation:  w*htle  veteratis  no  longer  receive  sufitelent  educational  benefits 
to  attend  private  institutions,  an  institutional  aid  formula  (not  a  veterans*  aid 
formula)  was  approved  which  awards  grants  largely  to  public  Institutions 
for  veterans  enrollments.  One  wottld  have  difficulty  In  finding  a  rationale  for 
any  appropriations  for  such  a  program,  much  less  for  its  continuation  as  a 
mitional  law. 

I  am  enclosing  for  your  information  the  award  allocations  for  the  first  year 
of  that  program  which  indicate  that  while  private  Institutions  educate  20  per- 
cent of  the  veterans  In  colleges,  they  received  five  Percent  of  the  funds.'  In  one 
state,  rallfornla,  despite  the  fact  that  one  fourth  of  the  total  federal  approprla* 

i  'AttvimHveB  in  folate  (^ommmi  ^Umotn^  of  m&her  ISducatioth  Academy  for  K«tu» 
<?atln««l  Dovetopmcnt.  rebraary  lfi78.>  3.^^.  .  ^.  ^  ^ 

*li*rom  rmniti  Potmnnd  Independent  ftm^i*  Muenmuti  poMtlotl  tjftpdr  Mftjiimtod  to 
ttio  ComirtlBsiott  ott  POstB^dottdtiry  tJdudation,  Stiito  of  Montami,  November  107a,  lUehi-fit 

end  of  hot^n*  A\ho  «ee  i  lii&her  I^dmnUon  in  the 

^^^HepM  of  PAtncationnt  TeAiinft  Bentee  .  .  .on  Mueniionat  Ae§{6tnnee  Pro0ram6  /dr 
Veimm,  ttou»e  Committed  Print  Ko.  Mi  SejJtember  lo,  I07f}, ,   ^    ,  ^  , , 
8  Vetorang  cottt*oMntttructioa  awttrd»  review*  See  attaehed  ehart  aad  tables. 
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tl(>u  wi^a  rccolvwl  by  thut  stuto— six  mlillon  itoUafs,  only  §57000,  or  less  than 
one  iiorcent  of  the  .state  total,  went  to  private  Instltulons. 

To  our  knowledge,  thefe  is  no  state  «rant  program  for  veterans  to  attend 
private  institutions.  Whether  or  not  this  is  true,  we  believe  that  the  federal  gov* 
eriunent  should  he  the  public  voice  for  treating  equitably  those  who  serve  In 
national  defense.  It  has  the  responsibility  tor  the  national  service  functions 
of  Us  citizens  and  should  seek  to  provide  equitable  benefits  to  theni.  This  sliouUl 
also  he  true  for  educatlou. 

I'onseqtiently,  we  must  rely  upon  the  federal  government  to  nialntalu  equitable 
policies  towards  all  sectors  of  higher  and  postsecoudary  education. 


Stato 


Total  1972-73 
appropriations 
for  higher 
education  i 


Direct  appro- 
priations to 
institutions  of 
private 
higher 
education, 
1972-732 


Total  State 
scholarship 
funas 
appropriated^ 
1972.735 


Percent 
of  State 
scholar* 
ship 
dolli*'** 
awarded 
to 

private 
jnstitU' 
tions4 


Total  State 
appropria- 
tions to 
private 
higher 
education 
(direct  and 
indirect) 


Percent 
of  total 
State 
appro* 
priations 

higher 
educa* 
tion  to 
private 
institu- 
tions 


Percent 
of  State 
enroll* 
ments  in 
private 
institu* 
tions 


Alabama   $106,440,000 

Alaska   21,978,000 

Arildna   112,712,000 

Arkansas.   56,371,000 

California   1,009,272,000 

Colorado   115,243,000 

Connecticut.^   113,724,000 

Ddlaware   25,887,000 

Florida   302,112,000 

Georgia   177,819,000 

Hawaii   64,478,000 

Idaho   36, 785, 000 

Illinois   516.726,000 

Indiana   218,595,000 

Iowa   125,505,000 

Kansas   93,087,000 

Kentuclty   139,485.000 

Louisiana   146,664.000 

Maine   33.612,000 

Maryland   159, 156, 000 

Massachusetts ......  1S4, 451, 000 

Michigan*.*.   417,815,000 

Minnesota.*. «^   174, 040. 000 

M  sslsslppi   ^  .    None  . 

MissourL.....   161,464,000 

Montana* ..........  30, 798. 000 

Illinois   516,726,000 

Nebraska**.   56,780,000 

Nevada   20,656,000 

New  Hampshire   12,880,000 

New  Jersey   236,280,000 

New  Mexico..  **.****  ^50, 968, 000 

New  York   822,425,000 

North  Carolina   223,486,000 

North  Oakotti   27,476,000 

Ohio.**.           **.  325,105,000 

Oklahoma   81,720.000 

Oregon***..*   106,990,000 

Pennsylvania .......  388, 874. 000 

Rhode  Island.   40,029,000 

South  Carolina   104,980,000 

South  Dakota   22,736,000 

Tennessee..*.   127,094.000 

Texas   463,528,000 

Utah  **  .  57,195.000 

Vermont   ,16,743.000 

Virginia.....   185,756,000 

Washington*   190,467.000 

West  Vffiilnia   77,922,000 

Wisconsifi   257.243.000 

Wyomifig*.**.   18,316,000 

Total   8,5^8,  509,000 . 


475,000 
1,337,000 
None 
None 
None 
None 
1,194.000 
None 
3, 055.000 
None 
i^one 
.  None 
26. 2S0.0D0 
None 
600,000 
819,000 
None 
None 

2,000, 000 
None 
2,744,400 
3, 335,000 

 None' 

None 

26,250.000 
None 
None 

ll.93» 
?  None 
50, 720,000 
1,748,500 
None 
2, 680.000 
.  Ilone 
1,000.000 
28, 242.000 
None 
200.000 
Ncne 
220,  m 

7,000. 000 
None 
None 
None 
None 
None 

1.877.000 
None 


None 
4,200.000 
None 
None 
26,708,236 
None 
2, 026,000 
None 
600,000 
2,800,000 

None  . 
*  •  None  . 
59,700,000 
16,534,875 
4,223,154 
1,150,000 
2.500  . 
None  . 
180,000 
3,425,000  . 
8, 000,000 
13,832,000 
5, 000.000 
None  . 
105.000  * 
None  . 
69,700,000 
500,000 
None  . 
Ncne  * 
23,222.367 

None  , 
121,100,000 
None  . 
^llone  , 
K  160,000 

(*)- 
1,296.303 
58  832,049 
539,400  . 
150.000 

.  .  None  * 

1,170,000 
3, 000,000 

None  * 
2, 380,000 
,  750,000  * 
1,734.200 
425,000 
^  921. 523 

None  * 


28.5 


80.0 
*38.*6* 


55.8 
100.0 


80.0 
52.0 
97.0 
87.0 


$475,000 
2,537.000 
None 
None 
18,800,000 

1,976.036 
Hone 
3, 385,000 
2,800,000 
None 
None 
62. 070,000 
8,598,135 
4,600,000 
1,819,000 


87.0 


80,0 
58.5 
60.0 


None 
150,000 
2,000,000 
6. 400,000 
10,810,400 
5,835.000 

None 


60.0 
100.0 


55.1 


45.6 


15.8 
46.5 


100.0 

*'76;8* 
100.0 

**64.*2* 
21.2 
81,3 


None 
62,070,000 
500,000 
None 
None 
24,703.302 
.  None 
93,073,800 
1,  748,500 
None 
10, 048,960 
None 
1»  204, 816 
S5, 59a  903 

350.  O^T 
None 
1,132,600 
10,000,000 
None  . 
526.055 
,  ,  None  , 
1.113.492 
107,100 
5,879.215 
None . 


0.4 
11.5 
0 
0 

0 

1.1 

1.6 
0 

0  . 

V 

3.7 
2.0 


0> 


4.1 
2,6 
3.4 
0 


0 

12.0 
*9 


10.5 


11.3 
.8 

0 

3.1 
14.3 


0'^ 
*2.*2* 


.6 


15.0 

?:l 

15.7 
10.3 
11.4 
39.7 
14.8 
18.6 

'11 

21.0 
29.0 
26.8 
35.4 
12,6 
19.3 
15.5 
28.4 
19.7 
59.7 
13.2 
18.8 
11.8 
27.7 
9.0 
29.0 
2h0 

4S!f 
30.5 
8,2 
40.5 
27.1 

24.7 
15.9 
11.6 
42.4 
44.7 
30.4 
21.0 
25.4 
17.1 
38.4 
44.8 
17.5 
U.2 
18.2 
14.7 
0 


*  Source:  "Chronicle  o?  Higher  £ducallon,''  NCv.  13, 1972  corriplled  by  M.  M.  Chambers. 

^Soufce:  Education  Commission  of  the  States.  .  .  . 

^  ^Source:  National  Association  of  s^dteScholarshin  Progfcfhs,  "Fifth  Annual  Survey,"  and  Education  Commidon  of  the 
Stiites. 

<  Source:  Ha/jnal  Assoclatloh  of  State  Scholarship  Programs,  Ibid. 
i  Source:  Fall  enrollment,  higher  education,  19/0.  Department  of  H£W. 
{NotcomNlfid.  .  ^.  ^ 
f  Participatlan  in  WICH£« 
4  Not  funded. 
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DISTRIBUTION  OF  VETERANS  COS^OF-INSTRUCTION  PAYMENTS 


Percent  of 
national 

State  totals  total 


Percontof 
state 

Public  totals  total 


Private  totals 


Percent  of 
state 
total 


Alabama   *^3S»?JH2 

Alaska..,,   28.202.89 

Arizona   535,148.59 

Ar&    .J'5iHS 

California   6»9?2J?3.?4 


Colorado. 
Connecticut 
Delaware.^. 

Florida  

Georgia. 

Hawaii  

Idaho 


464  348.15 
135,223. 27 
39. 452.06 
897, 014.65 
398. 392.55 
118,822.70 
130;644.98 

Illinois:.  

Indiana   ?92»]15*2? 

Iowa   ?i2'§§H5 

Kansas   108,733.08 

KeHtucky...:..-.-   ?55,012.28 

Louisiana   ?36, 802.01 

Maine...*.   U?»2S?*SS 

Maryland^   i25'§SHt 

Massacltusetts   K5'SS? 

MlclilBan  796.96 

Minnesota   i2?»I?H§ 

Mississippi   i??»§§H? 

Missouri.   ^vAll'll 

Montana   \H^'\i 

Nebraska   Ii952*?5 

Nevada   35,626.82 

NewHampsliire   Hi'lS?'?? 

New  Jersey   fSHSMS 

New  Mexico   .  2?'^?H2 

New  York.,   »5§?'§g 

Nortli  Carolina   '^4, 680. 70 

North  Dakota   J2'5§M? 

Ohio   635, 718. 01 

Oklafioma'.::   B*l^Hl 

Oregon   361.866.07 

Pennsylvania  

Rhode  Island   AlllHl 

south  Carol  na   .  ^SlgM.ee 

South  Dakota  

Tennessee   ,  li%l^A^ 

Texas   1,533,818.92 


Utah__ 
Vermont 


159,740. 88 

  29,402.46 

VMi^---   Ill^tl^ 

87,714.20 
476,403.65 
28,556.09 
179,820.  \Z 
212,694.62 
2, 185.86 
4,118.48 


Washington.. 
WestVirgI  ' 
Wisconsin 

Wyoming  

Washington  D.C 
Puerto  Rico  i.-- 
Virgin  Islands  L 


24 
I 

.6 
.1 
3.6 

\l 

.50 
5.6 
.8 
.9 

'\ 

1.7 
1.9 
3.0 

.8 

.9 
2 

.05 
*2 
.1 
.7 

2.2 
.4 

5.9 

3 

.3 
2.6 
1.7 
1.4 
2.3 

.2 

.9 

6 

.6 
.11 
1.9 

.7 


$676,027.44 
28,202.89 
•532,616. 19 
68.827.86 
5,962. 266. 51 
462, 512. 17 
128.825.64 
33, 161.05 
853,216.54 
376  174.12 
108,159.98 
130,644.98 
1.297,752.95 
193,541.69 
243,663.14 
100,646.09 
252  519.87 
329,884, 57 
117, 169.97 
430, 613.94 
344,425.85 
691,221.14 
179  000.43 
216,333.24 
527*451.44 
13  208.44 
31|095. 16 
35,626.82 
63,443. 19 
525, 168.95 
71  760.11 
1.180.249.84 
693,716.61 
.  81,263,25 
604.542.87 
377,993.04 
-    352  802.75 
541866.08 
0 

421.490.66 
22.431.70 
228,437. 52 
1,476,733.38 
159, 740.88 

23,444.66 
459,843.15 
880, 574.04 

75.598.69 
460,956. 03 

28  556.09 
143  207.00 


97 
100 
99 
82 
98 
99 
95 
84 
95 
94 
90 

loo 

93 
92 
97 
92 
99 
98 
98 
99 
72 
90 
90 
96 
95 
100 
70* 
100 
36 
94 
66 
80 
91 
96 
95 
94 
97 
94 
0 

92 
80 
91 
96 

loo 

•  79 
98 
96 
86 
97 
100 
79 


$15,287.68 


2.0 


Aq 


10  Pago) 
•otai...-. 


*008 


t  Excluded  frorti  totals. 


"2,*i85.*86* 
*  0 
24, 762;  154*. 64  23,238,610.60 


100 


94 


2,532.40 
14,687. 50 
57,018.89 

1.865.98 

6,397.63 

6,291.01 
43,979. 12 
22,218.43 
10,662. 72 
130.644.98 
34,88, 191 
15  574.23  * 

6  197.70 

8  037. 02 

2  492.41 
6.917.44 
1.892.63 
3,038.88 

131,044.85 
73, 572.78 
8, 676.80 
9,329.88 
27,  736,54 

0  ... 
12,955^20 

114,437.63 
22, 071.83 
36,893,01 
194.767.91 
57,715.30 

3  305.44 
31,175.14 
16.G47.18 

9, 063. 32 

31,001.85 
47, 582.38 
36,060«00 
4.438.36 
21,145. 43 
39, 332.11 
0 

5,957«S0 
5,211.41 
27,922.99 
12  115.51 
15  449.62 

0  .. 
36,613, 12 
210,828.64 
0 
0 

1,341,889.36 


.5 
18,0 
.9 

d 

16.0 
5.0 
6.0 
9.0 


7. 
8. 
3. 
8. 
1. 

2.0 
2.0 
.7 
28.0 
10<0 
.4 
4.0 
5.0 

"30.*6 


65.0 
4.0 
34.0 
13.0 
9.0 
4.0 
5.0 
4,0 
3.0 
5.0 

too.o 

8.0 
20.0 
9.0 
4.0 


21.0 
1.0 
3.0 

14.0 
3.0 

*2i;6 


5.0 


IHvo  iimjof  ttsBoctfttlona,  .both  composGd  of  tmbllc  atid  private  l"stltutlotts  lii 
their  c'oimtltiiency.  have  not  cmlorsed  raising  public  tuitions  a^^lS^i^l^^^^^^^^^ 
nrtvttte  colleges  and  unlverslt  es.  Conversely,  they  propose  encouraging  publk?  aid 
£or  i?riw^^^^^^^^^  aiie  rending  of  the  literature  on  state  ^  fo^^y^^^^ 

Institutions,  however,  Is  not  a  basis  for^op  Inilstn, 

any  serious  initiative  to  assist  private  higher  education  will  have  to  come  from 

sSi  S  5b5?lve!%  course.  Is  full  of  difficulties.  a?he  effort  to  go  beyond  rhet- 
orl Ao  ?(m?r£  s^^^^^  *rom  \he  public  Institutions  and.  Indeed,  from  the  ttsso- 
cSlons^n^^^^^^^^  la  miestlonubltJ.  All  propo.^als  advanced  to  this  end  are 

pfesented  as  being  so  obstructed  with  obstacles  that  effort  Is  soon  defeated. 

t«i*e  AC14*«  nmev  mivtUm  and  mmat  Affaird,       16,  1074  and  AAO's  Annml 
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Indeed,  thote  are  fomtdaWe  obstaelesf,  but  no  more  or  less  tlmn  leglslattng: 
equitable  student  aid  pro«:ranis.  Yet,  the  facts  imply  that  there  is  a  need,  If  states 
are  going  to  maintain  low-tuitions  at  public  Institutions,  and  as  a  covi[)llarj\  c(»iv 
tintte  to  increase  tax  subsidies,  then  there  is  every  renson  to  give  srHous  consider" 
mm  of  the  amne  causes  which  donand  increased  suMdies  to  puhlio  institutions^ 
to  the  impact  of  suoh  causes  and  subsidies  upon  private  institutions. 

Studies  have  shown  the  Inomise  of  the  tuition  differential  between  public  and 
private  institutions— standing  now  at  something  like  1  to  4-5.*  This  plu?*  the* 
reduction  of  federal  student  aid  funds  reaching  private  institutions,  is  causing 
real  distress. 

Not  only,  however,  is  the  tuition-dlfferential  increasing,  but  over  the  past  ii& 
years,  tuition  payments  at  private  institutions  unlike  those  at  public  institutions, 
have  continued  to  pay  an  increasingly  higher  percentage  of  the  cost  of  Instruc* 
tlon.*  In  other  words,  the  private  Institutions  are  relying  more  and  more  upon 
tuition  payments  to  pay  for  instructional  cost»,  Tills  can  be  Interpreted  to  mean 
that  private  colleges  are  maximizing  their  market  resource, 

TABLE  3.^QR0SS  AND  NET  TUITION  PER  FULUTIME-EQUIVALENT  STUDENT  <m>  IN  PUBLIC  AND  PRIVATE 
COLLEGES  AND  UNIVERSITIES,  AND  RATIO  OF  PRIVATE  TO  PUBLIC  TUITION  CHARGES,  1953-54  THROUGH  1967-6^ 


Gross  tuition  per  FTE  Net  tuition  per  FTE 


Ratio, 

Academic  year  public        Private      to  public 

<l>  <2)  (3) 


953-54   $139  $464  $3.3 

955-56   HI  *502  3  6 

1957-58   162  584  3.6 

1959-60   175  673  3.8 

}96i"§2..:.   194  796  4.1 

196344   218  896       ■  4.1 

J965-66   241  1,045  !l  3 

}966-|7   254  1,078  4.2 

196748   279  1  152  4.1 


Public 
<4> 

Private 
<5> 

Ratio, 
private- 
to  public 

<6> 

$118 

$411 

$3.& 

lie 

442 

3.8 

134 

510 

3.  a 

144 

582 

4.0 

158 

684 

4.3 

176 

764 

4.3 

196 

886 

4.5 

190 

896 

4.7 

203 

948 

4.7 

TABLE  5.--INSTRIJCTI0NAL  C03TS  PER  FULL-TIME-EQUIVALENT  <FTE>  STUDENT  AND  GROSS  TUITION  AS  A 
PERCENTAGE  OF  I NSTRUCTIONAL  COSTS,  PUBLIC  AND  PRIVATE  COLLEGES  AND  UNIVERSITIES,  1929-30  THROUGH 
1967-68 


Instructional  costs  per  FTE  Tuition  as  a  percentage  of  Instructional  costs 

Academic  year       All  schools         Public        Private     Allsthools        public  Private 


}§29-|J   $398     ,       $372  $448  35.9  16.9  50.4 

1931-32   395             328  476  35.7  18.3  49  2 

\Bii—   ill             333  498  34.5  19  5  4$  5 

1935-36   386             316  468  36.7  22.1  47  9 

9  7-38   386             316  470  37.  0  .         22  48  5 

 ^   389             322  470  37.8  19.9  50.8 

 -   448             384  526  35.0  20.3  47.7 

SlHg—   512             479  552  54.0  40.5  66  7 

o^^?S"^'^   §2?          .  571  647  47,5  31  0  64  3 

M   773             762  784  36.9  20.6  64  8 

lg344   896            874  924"  .      3L4  15.9  50.2 

255-56   885        •     84?  ,  944  33.1  lels  53  2 

1957-58*...-*   1,000              946  i.OSf  ^^.1  17  1  t^A  n 

m   }'?f"  11  5^:5  s:? 

1961-62   1,154           1,156  1,313  36.6  IB.  4  60.6 

\l^f.   .  260          1. 134  i;  487  36!  3  19  2  60  3 

2§H§   1.316           ,176  .596  38.4  20.5  65,5 

}M   '^OO           .268  ,691  36.9  20.0  63  7 

1967-68   1,537          1,417  1812  35.5  19,7  63.6 

i,A??"i!^^iJ"A*i"f  ^'^jWI'*^^*^     FTE  student!  1929-30  through  1466-^67,  derived  by  multiplying  costs  per  student  credit 

teS^iJ^^«22A28  ^'^.1  fulNtlttie*e(|ulvaientstuSent).  costs  per  credlUour  frornTune  O^Nelir^effce 

Use  In  Higher  Educationi  Trends,  n  ou  pu  and  nputs.  »a  iqa7>  nutMoit  nAmmk«iAn  am  u\aua\.  ifX.AMi aSiLliiir 

»  i*aV?  I«6;r68>structl0nal  ( 
ins  tullons  o)  Higher  Education/'  for  l967-'68  <U.S.  c 

capital  costs  of  instruction  es  imated  by  extrapotdtion. 
credlt>hoursby  28.  Tuition,  see  appendix  table  A '?! 

WiXf^^^^^  Cartieiiie  Commisaiott  oa  Mlghe/Bducatloa,  1073,  p.%  1'ttble  3. 
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While  tills  Is  tnio,  It  n\tty  Imve  sorved  ko  weaken  their  competitiveness  una 
tl™X  in  vAln  to*tne  public  seotor.  ^i"^*  ^^^^^^^ 

limit.  In  adaitlon,  at  the  point  In  time  when  private  colleges  are  max^^^^^^^^ 
ket  resources,  a  student  aid  program  was  enacted  Into  la  v  Swp  iSnts^i^)^^^ 
out  the  gnln.  The  BEOa  program  largely  subsidizes  public  college  ^ 
vldes  Incentives  for  low  price  Institutions  only,  and  then  pays  mostly  welfaie  aid 
to  students  attending  them.  What  students  do  e»»*ol  a^'P»*lva  e  Institutions  n^^^^^ 
.be  required  to  be  awarded  additional  aid  from  Institutional  resources-already 
•ttt.ved  beyond  reasonable  limits.   ^^^^.^^^^^^  ^ 

S'i'UPGNX  AID  PROOttAMS 

Present  student  aid  programs  cover  In  principle  the  range  of  needs  to  be  met 
by  eligible  students  to  attend  postsecondary  institutions.  The  formulas  (and 
funds  appropriated),  however,  retjiUre  Improvement,  not  only  Insofar  as  they 
are  Inequitable  to  students  wishing  to  attend  private  Institutions  but  also  by 
reason  of  some  of  tUelr  own  Inherent  weaknesses.  One  such  weakness  Is  the 
failure  oi  the  range  of  programs  to  exert  maximum  leverage  on  all  non-federal 
sources  of  student  aid  for  those  attending  both  public  and  private  institutions. 
Secohdlv,  and  this  may  be  Monday  morning  quarterbacklng,  the  programs  iJhould 
have  been  in  line  with  the  advice  of  the  National  Commission  on  the  Financing 
of  Postsecondary  Education  Which  states,  "At  any  given  level  of  flnanclnti, 
targeted  student  assistance  plans  (such  as  grants  to  needy  students)  are  more 
ofeectivo  for  Improving  access  than  general  student  assistance  (such  as  tuition 
reduction),  (p.  810/  lo  Is  Interesting  to  note  In  this  regard  that  the  larg(.st 
amount  of  funds  possibly  and  potentially  available  for  all  types  of  student  aJd, 
6  billion  dollars,  derives  from  Plan  A  of  the  National  Commission's  report. 

BASIC  EDUCATIONAL  OPPOBTONITY  ORAN'T  PKOOKAMS 

BEOG  relates  parental  contribution  to  total  student  need  based  on  cost-of- 
attendance  and  awards  a  grant  In  aid  up  to  $1400  on  the  difference.  The  award 
is  v.  of  total  need  up  to  a  nmxlmum  of  $1400.  _  ^ 

Cost-of-nttendance  Is  quite  different  from  tuition.  OJhe  non-tiUtlon  Items, 
according  to  one  estimate,  amount  to  a  national  average  between  $18i>p  and  $10uO 
for  residential  students  at  public  private  colleges  respectively.  {Loa  AngeM 
Times,  April  21,  10T4.  "Hold  Down  U.S.  Tuitions.  .  by  Howard  R.  Bowen) 
Thus,  If  a  college  has  no  tuition,  a  BEOG  grantee  at  that  Institution  could 
receive  Up  to  $925  for  non-educational  expenses.  (At  the  expected  fuJidlng 
levels  for  the  next  aca^^mlc  year,  however,  the  maximum  receivable  by  a 
student  attending  a  tuition  free  institution  would  be  $730.  Tlie  BEpQ  ^2j//»e»« 
Schodiite,  published  by  the  Office  of  Education  in  May,  1074,  states,  "With  a 
few  sneclflc  exceptions,  all  students  Will  have  a  minimum  cost-of-attendrtiice 
$1500  (.$1100  living  allowance  and  $400. . .).  Students  who  are  attending  tuition 
free  Institutions  with  no  on-campus  Uvltig  facilities  are  still  provided  the 
$1800  minimum  allowance.")  .  /b„i.u..« 

TJslng  as  an  example  the  national  average  public  tuition,  $540,  (setting 
awkU'  tultlou'free  Institutions),  an  enrolled  student  could  receive  %  of  $1850  + 
$840) ,  or  $1200.  (Our  intention  here  la  not  to  Identify  with  exactness  the  average 
public  and  private  tuition  costs  or  non-educational  costs.  These  vary  from  one 
report  to  another.  For  example,  a  recent  ACE  research  report  stated  that 
mil  was  the  average  public  tuition  fttid  ij^iOSl  the  jiyerage  private  tuitions 
for  the  ueademlc  year  1973-74.  That  amoUJits  to  a  1  to  S  tuition  do  Ittr  dtfferenwj 
whereas  the  one  tlsed  herein  is  only  1  to  4,  Our  intention,  rntlier.  is  to  call 
attention  to  the  tuition  differential  Itself,  as  m\  as  the  lack  of  difference  In 
the  non-tultlon  expenses  at  public  auM  private  Institutions,  In  order  to  under- 
line  the  fact  that  the  crux  of  the  Issue  In  stttdent  aid  programs  for  private 
institutions  Is  precisely  the  tuition  differential  and  not  general  cost-of. 

ftttemlance.) 
The  end  result  (in  rounded  flgur^^)  IS !, 


MMlmum  . 

M\m       Olhsf  •^IP.'i 


mm  vxpMMJ  To»4l  iittfAi  im  mi 

_      _    ,  ^t:.,-'              IJLiYH •  '    I'*-  -    1  -  r- •■■  r  I  -  ■(■  r-r  Kt;  .i..... 

i>iibil«                .          $40  \M  2)460  1.200  l.iOO  UOO 

i,m  \,m  21020  1,400  2,64o 
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fh?n?.M?!*^^.  stmU-nt  Choosing  tlio  in-ivato  collogo  Ims  2%  tinm  the  uniiu't  iiwd  of 

tLn  laofc^m  "  M    l'^*    f!i  ^^"V'"       *2020  unmet  nw-cl.  mtl.of 

W«y!fri^?r*  •^**9^  "J"'^'  t^'""  student,  Uwt  auW  about  one- 

c&oX  BifoG  cione'\o'rSi;;!!';. 

The  issue  Is  complex : 

(«)  shonW  the  maximum  grant  be  valseil  to  $2,500? 

(ft)  should  the  gmnt  be  based  on  tuition  alone? 
luihL  "^^'"''^  tllsodminate  between  public  and  privntP  (by  providing  a 

JSle)?  l»'lvnte  coUegoil  for 

fovhjgh aui),?coiSs?"'^''^     "^'^•""''^^  ^''^^^ 

The  basic  for  these  questions  Is  the  evident  dlsjmrltv  between  costs  of  uttpiui. 
(full  Tm^Ro  produees  wlS  ammS  ^toffSu 

^fsH  ^?  "  "  ''"^'''^  I'lstltutlon  (on  the  basis  of  n  na" 

tlonnl  aven  ge  cost),  but  an  nwari  of  only  V,  of  costs  (83%)  to  11  stmlMiJ'  nl  n 

non.  ultlon  expenses,  lM)th  because  the  tuition  Is  low.  and  becnusrakSe  sEmer 

xmjr  attention  should  be  oa  ei  ojico  aga  n  to  the  tcstiiimtiv  nf  tm>  Toi-i.,.  « 
Bavls  of  the  Southern- Keglonal  Educatlou   0,  fd  S^Sf  1^  J^^^^  i'^Zr^' 
No  matter  h.nv  you  figure  BEf)G  avards  under  the  pmsent  pC^^^ 
nil  fund  ng,  or  reducing  nil  other  student  aid  progrnn's  to  one  m?OG  S^^^ 
the  private  college  student  suffers  severe  financial  dlscrhulnatlon. 

OAMt'US-llASKD  Att)  I'UOORAAfS 


&EOG. , 
SEOG 
.  (Initial 

_   renewal)  CWS  NDSL 

Fiscal  year : 
1963; 

Paridl approved.......   tu  ^         ifca «  ^ 

„»?"«'"»   Ilfi      IS!  Si 

JiWSM;::::::::::::::-  18?  Igj 

,„^«Am~:::::::~.zzz:  ifJ:)  jfl'S 

,,ja«K;:;::-  i|§      i|S  gi 

aasrsafe:::::::::::::::::::::::::::::::::     g;!     gji  .y;i 

Source:  National  Assoclalloo  of  Sludoni  Financial  Aid  Admlnlslfalors.  ' 
„    |s,W'>''f''  »f»HiiK  ill  respect  to  the  shortage  of  fnjuls,  the  hercentftge  of  fiii»l*i 

ff'7„l«.%  »f  llie  Mtrtutlraml  nlWullrai,  emmirM  mh  sS  Rm^t^^^ 
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Avus  rt  not  shift  of  $5  million  tvowx  private  to  pnbllc  Institutions  In  tUe  Work. 
Study  proffviun  that  year.  ^       .  ^  , 

Simply  speaking,  the  private  colleges  are  losing  a  proportionate  share  of  red* 
oral  funds  for  ^itudent  aid.  While  the  mechanisms  are  In  part  resi}onslble  for 
the  losses,  basically  the  principles  behind  the  targeting  of  student  aid  are  mainly 
responsible.  The  private  college  student  is  not  given  a  fair  share  by  reason  of 
the  tuition  differential  between  public  and  private  institutions :  all  students  are 
treated  alike  before  the  standard  of  low  tuition  or  tulthm  free  public  higher 
education.  We  cannot  agroe  that  this  is  sound  federal  policy. 

others  more  coinpetent  than  ourselves  have  testiftod  before  you  on  the  tech- 
nical diftlculties  with  tlie  campus4)ased  programs,  A  few  additional  comments 
on  specific  points  might  be  useful,  however,  in  view  of  our  recommendations  that 
their  orlenti\tlon  be  changed. 

It  is  not  surprising  to  see  the  default  rate  rise  in  the  loan  programs.  Once  loans 
were  nmde  available,  and  even  targeted,  to  the  low-income  student,  only  time  was 
needed  to  see  that  the  loan  would  be  taken  'In  place  of  a  grant,"  and  finally,  "for 
a  grant.**  This  form  of  targeting  is  unrealistic ;  grants  should  be  the  major  vehicle 
for  low-income  students,  and  loans,  if  necessary,  for  high-income  students.  We 
have  suggested  taking  a  serious  look  at  the  idea  of  an  Education  Security  Fund, 
with  pay-in  and  pay-out  provisions.  At  this  time  the  American  Council  of  Educa- 
tion is  investigating  the  advantages  and  disadvantages  of  such  a  Fund,  and  we 
rtrmly  sttpport  that  etVort.  If  targeted  properly,  and  with  moderate  incentives  for 
the  target  group,  we  believe  that  a  Fund  would  sufficiently  answer  the  loan  need 
foi*  both  the  upper-income  groups  and  for  those  Interested  in  adult  and  continuing 
lifetime  education.  .  , 

Having  reviewed  the  testimony  of  Dr.  Natalie  Friedman,  and  her  major  study 
of  the  College  Work-Study  program,  there  can  be  no  doubt  that  the  value  of  this 
program  has  been  Indescribably  underestlnmted.  Her  study  also  shows  the  im- 
portance of  the  '^packaging"  concept  for  federal  aid  programs,  giving  the  campus 
student  aid  administrator  the  flexibility  to  provide  grants,  work-study  and  loans 
to  match  the  different  needs  of  diverse  income  groups.  (See  Chapter  3.)  In  addi- 
tion, it  shows  the  total  hmdeqttacy  of  looking  upon  the  BEOO  program  as  a  **floor*' 
in  any  other  sense  than  Its  use  for  the  stttdent  aid  administrator  on  campus.  To 
lujderstand  BEoa  as  a  federal  *'floor"  prograin  in  an  administrative  sense  would 
be  to  Ignore  the  special  targeting  possibilities  for  distinct  incoine  levels  in  each 
of  rlie  federal  student  aid  programs-  ...... 

AVlth  respect  to  the  CWS  program  Itself,  and  our  reconunendatlon  that  it  be 
oriented  to  non-tultlonal  expenses,  Dr.  Friednmn's  study  indicates  that  two-thirds 
of  the  students  (whether  receiving  CWS  atone,  or  in  cemblhatlons  with  BOG  and 
NDSL)  In  her  survey  spend  CWS  earnings  on  basic  living  expenses.  (See  Chard 
8  4  p  U.H) 

Thus,  the  pi'esent  range  of  progrnttis  should  he  I'edoininltted  to  meet  direct  edit* 
cntloiml  costs  llrst— those  iissoclated  with  Institutionnl  Instriictlonnl  costs  repre- 
sontpd  by  tuitions  nt  Drlvate  Institutions.  The  BlUOG  and  SDOG  should  be  tar* 
Koted  to  this  need.  Possibly  a  new  federal  program  of  cosl-oi'-llving  grants,  along 
with  Work-Study,  should  be  directed  at  non-instructional  expenses.  Loan  pro* 
«rain.s  wcnikl  then  be  a  "topt)lnff  off"  procedure,  especially  for  those  whose  re* 
sonroos  limit  their  access  to  grants. 

Mr.  O'Haha.  Ottf  next-  witness  is  tlie  distinguislied  president  of  a 
ffi'eat  State  univei'sity  and,  altliougli  lie  is  not  my  constituent,  he  does 
ImVG  a  ceitiiin  responsibility  for  the  postsecondary  eJducatipn  of  many 
of  mv  constituents.  I  hope  President  Clifton  Wharton  of  Michigan 
State  University,  will  contribute  further  to  my  own  continuing  edncn- 
tion,  as  he  has. been  doing  for  some  time  now. 

Pi^jident  Wliarton,  will  you  please  take  your  place  at  the  mtness 
table. 

STATEMENT  OF  DR.  CMSTOM  R.  WHARTON,  JR.,  JRESIDENT, 
MICHIGAN  STATE  VNIVERSITY 

Dr.  WiiAttTON.  Mr.  Chairman  and  distinguished  memWs  of  the 
subcommittee,  I  have  a  very  brief  written  statement,  in  which  I  tried 
to  bo  responsive  to  the  inquiry  which  I  received  very  recently,  and,  of 
course,  I  would  be  very  glad  to  amplify  on  this  afterward* 
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^  I  appreciato  very  nuich  the  ODportunity  to  speak  briefly  oii  tlie  sub- 
ject of  Federal  institutional  aid  to  higlier  education,  My  perspective 
IS  that  of  a  major  single-campus  public  university—in  fact,  tlio  second 
largest  single  campus  in  the  Nation— and  one  with  a  significant  re- 
search and  postgraduate  program. 

It  is  often  said,  wlien  milestone  legislation  finally  is  pas.sod  after 
years  nf  effort,  that  it  is  an  idea  whose  time  has  come.  Just  2  years 
ago  this  month,  when  Congress  adopted  the  Higher  Education  Act  of 
1072  and  included  a  version  of  institutional  aid,  we  in  higher  education 
did  a  mild  amount  of  rejoicing  at  the  timely  arrival  and  acceptance  of 
tlus  idea.  Then  Secretary  of  Health,  Education,  and  Welfare  Elliot 
Bichardson  termed  it  "truly  a  landmark  in  the  history  of  higher 
education." 

But  what  do  you  say  about  an  idea  who  time  has  come— and  passed  ? 
For  2  years,  the  program  to  assist  colleges  and  universities  with  the 
cost  of  education  has  been  on  the  Federal  statute  books  but  not  one 
cent  has  been  appropriated  to  carry  it  out. 

I  will  acknowledge  that  we  at  Michigan  State  University  were  not 
so  naive  as  to  begin  apportioning  the  dollars  from  the  progmm  into 
our  next  year's  budget.  However,  we  did  go  so  far  as  to  price  out  the 
provision  insofar  as  it  would  affect  our  university.  This  exercise  showed 
that,  if  fully  funded,  the  program  would  have  provided  as  much  as 
$iROO,000  to  MSU, 

NoWj  this  represents  only  about  2.2  percent  of  our  annual  budget. . 
Yet  it  IS  obvious  that  it  would  have  made  a  significant  contribution  to 
our  ability  to  cope  with  rising  costs  and  the  ravages  of  inflation,  not 
to  mention  improvinj?  the  quality  of  our  education  product. 

And  had  we  received  even  only  half  of  those  authorized  funds, 
Michigan  State  University  would  have  fotmd  it  unnecessary  to  adopt 
last  year's  tuition  increase  for  our  41,000  students, 

Today,  I  realize  that  we  are  faced  with  a  national  administration 
which  is  philosophically  opposed  to  any  new  instiutional  aid  and  which 
also  seems  determined  to  eliminate  such  pro^^rams  as  do  exist. 

As  you  know,  it  is  now  proposed  that  capitation  grants  in  the  health 
and  medical  education  field  be  phased  out,  eliminating  vital  support 
needed  to  expand  these  progj-ains.  And  for  several  years,  the  admin- 
istration has  sought  to  excise  even  the  annual  $12  million  that  is  shared 
by  all  the  land-grant  institutions  under  the  Morrill-Nelson  Act— 
n  mounting  to  about  $200,000  in  our  case. 

Yet»  in  fijijhtinff  this  concept,  the  administration  apparently  has 
no  hesitancy  in  asking  colleges  and  universities  to  provide  institu'tional 
aid  to  the  Federi)!  Government. 

To  cite  a  recent  example,  the  Veterans'  Administration,  in  a  burst 
of  reaction  to  criticism  that  college-going  veterans  were  being  plagued 


program  to  put  •time  VA  employees  on  each  campus  to  straighten 
out  their  own  error. 

If  one  can  aecct)t  the  incono;ruity  of  attempting  to  correct  errors 
«t  the  terininal  point  rather  than  at  tlie  source,  perhaps  this  isn't  a 
bad  idea.  But  in  the  case  of  MSU,  based  on  the  number  of  student 
Veterans,  the  VA's  error  quotient  would  establish  three  full-time  em- 
ployees on  our  campus. 
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mil«  the  VA  would  pay  tl.» 
pay  all  ^ 
tholike. 
each  VA 

Because  wo  aU'eiVtiy  imva  a  awig  ^ow..-"'-  /;'l"'>,5«^  nnof  nf 

assislaiico  pvos?ram  on  our  campus  and  bficauso  of  the  high  cost  ot 

ttelSut^omvl  aid  we  would  Uo  to  g^r  ^/^?r?1v?XSS^r's  be 
.sivo  suggesting  tliat  only  one  of  the  proffered  VA  troublesliooters  be 
sent,  to  our  campus  until  the  true  need  IS  determineci.        ,  , 

Kt^  reS^^^^^  the  basic  issue  of  Federal  institutional,  aul  to  cd- 
leges  and  universities,  I  do  not  ^vant  to  leave  the  "nP»'«f  o^^^io 
expect  thft  Government  to  simply  aim  the  money  «ot  u  o ur  di^^^^^ 
tion  and  turn  it  on.  In  tlie  case  of  a  Stivte  university  such  as  MbU, 
the  primary  Hnancial  support  must  continue  to  como  from  State  tax- 
n  iva^  through  the  State  iWishiture  and  from  the  students  who  attend. 
^  fciSlS^^^  recogni/e  that  any  Federal  institutional  assistance 
may,  and  probably  should,  have  broadly  designed  purposes.  ■ 

X!ie  Hiker  l^ducation  Act,  for  exivmple,  referred  to  the  authomed 
aid  is  a  W-of-education  payment,"  and  the  Act's  formula  Iml  ed 
it  to  the  nuniber  of  students  receiving  the  various  forms  of  Federal 

^'S*e  waf  and  is,  considerable  merit  and  sound  logic  in  this  ap- 
proftch.  The  Governtncnt's.  wnimeiidable  fftorte  provi^^^^^ 


tmounts  of  money  to  help,eli^,nble  students  <>^tivin  postseconto 
cation.  Nevertlieless,  all  of  this  assistance  is  directed  to  the  individual 

'^  itTpublic  university  such  as  MStJ,  however,  what  the  student  paj^s 
in  tuition  and  fees  fepresents  less  than  a  third  of  the  actua  cost  of  his 
ov  her  education.  So  helping  the  student  tends  to  increase  the  demand 
^n  educational  facilities  without  corresponding  support  for  strengthen- 
ing and  improving  the  educational  output..  fl„„„„^„irtr 
If  wo  arc  genuinely  interested  in  providing  access  to  the  financially 
and  educationally  disadvantaged  stiidcnt,  the  tvpe  of  program  au- 
thoriy.ed  in  tlie  Higher  Education  Act  is  a  good  way  to  do  it.  Pay- 
ment of  tuition  is  Silly  a  small  part  of  the  cost.  To.assure  these  stu- 
dents  that  thev  can  expect  to  see  graduation  day  requires  a  rather  mas- 
sive educational  support  program  on  campus  to  provide  the  necessary 
counseling,  remedial  education,  and  other  services.  Without  this,  their 


would  do  much  to 

aiieviare  me  u.n.osu  v;u..=t.uxu   .or  ull  students,  thus 

lessening  the  impact  on  the  student  from,  the  hard-pressed  middle- 
income  family,  as  well  as  permitting  existing  Federal  student  aid  to 

^^^Anothl^'hUltiitional  aid  approach  might  well  be  designated  to 
encourage  and  expand  college  and  university  programs  m  research, 
graduate  students,  and  professional  education. 
The  advantage  of  this  type  of  support  are  seveml-fold  s . 

1.  Tb  would  permit  more  students,  particularly  minorities,  to  enter 
into  post.baccalaitt'eate  education  without  feeling  tliat  they  are  plung- 
ing irretrievably  into  debt  or  forsaking  their  families'  welfare. 

2.  The  ability  of  our  universities  to  produce  high  quality  research 
<loctorates  would  be  enhanced. 
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8.  It  Avoulcl  iiupi'ovo  the  qualky  of  gvacluato  education  by  holpinjr  to 
underwrite  jon<?.neeclo(l  innoN'at'ion  and  experimentation. 

4.  Xt  would  encoura^je  universities  to  expand  access  to  liigli-cosfc 
graduate  proffi-ams,  including  tliose  wliere  women  and  minorities  are 
in  short  supply, 

The  justification  for  Federal  institutional  aid  in  this  area  should  bo 
obvious.  I.  ut  most  sunply,  by  expansion  and  improvement  in  graduate 
ecUication  and  research,  we  are  helping  the  Nation  as  well  as  the  in- 
dividual student. 

■\Ve  become  fascinated  by  figures  such  as  those  released  recently  by 
the  Bureau  of  the  Census  which  show  tliat  today's  male  4-vear  college 
graduate  will  have  lifethne  earnings  of  a  quarter-million  dollars  more 
than  the  youth  with  the  high  school  diploma  and  the  graduate  stu- 
dent will  earn  still  another  $113,000. 

AVhile  these  figures  demonstrate  the  worth  of  post -secondary  edu- 
cation  and  help  motivate  the  would-be  dropout,  they  do  not  display 
the  national  social  benefit  of  more  physicians,  engineers,  biophvsioists, 
entomologists,  or  other  liighly  skilled  technicians.  Nor  do  they  attempt 
to  (piantity  the  social  value  of  a  research-produced  vaccine,  cancer 
cure,  new  energy  source,  or  improved  food  production. 
,  Ihe  Federal  Government  has  long  recogni>5ed  the  vitality  and  neces- 
sity of  ivspfircli  through  grants  and  fellowships  by  the  National  Sci- 
en<v«  I-onndiition  and  similar  programs.  But  important  as  these  cate- 
gorical programs  have  been,  a  very  strong  case  can  bo  made  for  build- 
ing u))  the  general  research  and  graduate  study  capacity  of  our  hiffher 
education  institutions.  "    >■     .  i:' 

Another  factor  of  importance  in  a  Federal  investment  in  graduate 
education  is  the  mobility  of  these  students.  Particularly  in  the  gradu- 
ate area,  students  from  all  over  the  Nation  gravitate  to  the  institutions 
0  leriiig  tho  specialijied  education  they  seek.  When  this  education  is 
ot)tainpd.  tlioy  may  remain  in  the  State  but  they  also  are  very  likely 
lo  m  igrate  tn  another  part  of  the  country. 

Thus,  tlie  gradunte  education  whicli  the  people  of  Michigan  help 
.support  may  ultimately  wind  up  to  tho  benefit  of  the  people  of  Cali* 
forni.-j.  and  vice  versa.  The  Federal  dollai'  spent  in  graduate  education, 


gracmare  i:eiiqwsiiiips,  the  dollars  pt-ovided  fall  far  short  of  the  actual 
cost  to  tl^e  university  to  support  the  students.  Interestingly—and  this 
IS  a  coi-rection  in  my  text-^tho  Government  does  recogniy.e  the  addi- 
tionnl  institutional  costs  to  support  such  students,  and  the  Gowu-nment 
does  recogni/o  it  to  some  extent  by  permitting  indirect  oosts  to  accoin- 
pany  research  grants.  Why  the  same  principle  is  not  applied  to  under 
graduate  fellowships  IS  a  mystery. 

Flnall.y,  we  have  been  asked  whether  we  do  not  fear  possible  Federal 
controls  if  we  atvept  Federal  institutional  aid.  Certainly,  wo  fear  un- 
warranted intrusioii  into  the  educational  process  to  the  point  where 
It  would  be  antithetical  to  tho  cherished  concept  of  academic  freedom 
and  the  ability  to  experiment  and  innovate. 

lIo\vc\'er,  we  in  education  are  already  subject  to  stringent  Federal 
controls  tlirpugh  affirmative  action  and  categorical  grant  requirements 
and  guidelines  and  are  inundated  with  reporting  forms.  Perhaps  one 
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more  form  to  moxxnt  fot  institutional  aid  funds  might  be  the  final 
stmw,  'but  I  suppose  m  would  be  glad  to  risk  it, 
My  points,  if  I  may  summarize  them,  are  these  j         ,  a 

1.  Institutional  aid  to  higher  education  is  a  legitimate,  and  neces- 
sary, expenditure  of  Federal  dollars.  .  „i..Jn„f 

2.  M^t  Federal  programs  cawed  out  on  cainpusj  including  student 
aid,  fellowships,  and  research,  produce  administrative  costs  wJuclx  are 
not  covered  by  the  Federal  dollars  and  which  must  be  borne  by  the 

^"s.*  The  Federal  Government  has  recognised  the  mincmle  in  part  by 
authorizing  «cost«of -education  payments"  in  the  High  Education  Act 
of  1972,  but  this  program  has  not  been  funded.  . 

4.  Institutional  support  would  enable  colleges  and  umversities  to 
better  resist  continuous  tuition  increases,  thus  benefiting  all  students 
and  particularly  those  from  middle-income  families  who  have  no 
financial  aid  eligibility.  ,  „        *     ^  •  n . 

5.  Federal  institutional  aid  may  take  many  f  omis.  An  especially  im- 
portant one  would  bo  assistance  to  help  improve  the  quality  and  avail- 
id)iUty  of  graduate  education.  i  . 

In  substance,  then,  we  do  not  ask  for  a  Federal  handout  or  no 
strings"  funds  but  rather  for  an  investment  in  American  education^ 


than  the  contents  of  our  defense  budget.  *  „„i 

I  would  like  to  append  to  my  prepared  remarks  a  few  general 


First,  I  think  that  my  statements  need  to  be  placed  in  a  somewhat 
broader  context.  I  believe  that  within  the  broader  context  there  is  a 
range  of  issues,  such  as  inflation  and  the  cost-revenue  Siiueeze  which 
mos't  universities  are  experiencing.  .  *  ,iifl!„^„„f4„l 

Second,  there  is  the  issue  of  the  public-private  cost  differential 
alluded  to  by  the  previous  witness.  i, 

Third,  there  are  the  prospects  of  declniing  enrollments. 

And,  fourtli,  the  efficiency- versus-quality  conflicts  that  all  institu- 
tions face  under  the  presence  of  the  cost-price  squeeze.  . 

There  are  the  broader  issues  of  the  personal  versus  pocial  or  pub^^^^^ 
honefifc  from  education.  This  is  an  issue  which  has  wnderlaid,  I  think, 
to  a  considerable  extent  the  whole  question  of  public  support  for  higher 

^^IMitJe^'s  also  the  corresponding  broader  issue  of  the  share  of  the 
costs  which  should  be  borne  by  the  individual  as  opposed  td  the  publif, 

^'lifother  much  broader  issue  is  the  proper  »*oles^<>i^/i'\t"*e»  State, 
and  Federal  support,  and  then  the  whole  question  of  public  versus 
private  institutions  in  terms  of  a  subsidy.  It  is  m  my  view  that  the 
balance  lies  among  the  alternative  sources  and  meastires,  not  as  sub- 
stitutcs.  but  as  complements  which  reflect,  I  think,  the  underlying 
rationale  and  philosophy  of  education.  ,   ,         .  j  i... 

This  conflict  of  rationales  and  philosophy  was  best  expressed  by 
Howard  Bowett  when  he  said,  "Financing  higher  education  is  not 
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The  investment  in  etlucation  partakes  of  a  sio-nificant  sopinl  mu] 

?S  V  i  ^  ±"  »ds,  It  IS  a  reflect  on  that  there  is  a  local  StntP 

and  National  interest  in  an  invi^stment  in  eduoaU  '  ' 

you  vZ  mucl!  '      ''"'^'^'^^ '"'^  afterward.  Thank 

m  ^Vlmrtoii. 


iUMViuiJs  ir  yon  are  p:oin«  to  have  student  assistance  programs  iVp 

-^^^  -  a  great  deaVS^oS^ 
^.T  think  this  posos  a  vcrv  difficult  situation  in  terms  of  institutional 

Of  course,  I  have  to  confess  I  have  n  little  doubt.  T  am  a.  little  rli. 
bious,  about  the  institutional  aid.  Keally^he  Cy,^ 

ou^'ht  to  help  the  institutions  to  educate  him. 
I  am  not  sure  that  I  know  why  our  obligation  is  any  greater  in  thnf 

stittition.  I  am  not  sure  of  that.  I  think  that  is  one  of  the  Men  s 
You  remember  the  fight,  of  course,  over  the  whole  theory  ffi 

mmV*  hn/^f  1  f  f       '^'''^  '^""'r  No  one  brings^t  up  a,  v 

t\  iT."^^^^^^^^  ^vere  not  entliusei 


iim«AiDuinc.s  w  wun  tue  inirtittitions  of  hiffher  education,  wliich  ivp 
exacerbated  by  instabilities  on  the  level  of  Ituidinrif  you  Tie  a  Tx 
o  stiidetits  as  onposed  to  institutions,  then  there  a^;  vei^  few  iiVstit 


i — i""-'..v...      i. „:„, ju,u«'.  an  iiivescment  in  et  ucation  be- 
^'■"'"'^•y  ^""^'T  tliat  there  is  a  substantial  drain  of  their  in- 
State  graduates  of  their  universities  leave  tlie 

^  Jm?lli*  Michigan  State  Univeraitv,  for  example,  we  receive 

from. the  State  something  on  the  order  of  $85  million.  There  is,  as  vou 
imdonbtedly  are  aware,  Mr.  Ohaiimn,  a  net  outflow  of  IS'iiZ 
mtr  medical  schools,  out  of  the  St^te  ofSS 
1  he  (tucstioii  immediatety  arises !  How  mitch  State  dollars  should  go 
How  much  Federal  dollars  should  go  in?  To  what  extent  does  tfie 
Federal  Government  bear  responsibility  for  what  is  in  fact  viewed  is 

V 
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a  transfer  of  an  invcstmont  of  human  capital  from  State  doll p.rs  to 
Federal  dollars?  This  nlso  obtains  in  other  fields  not  supported  as  well 
by  the  Federal  Government.    ,     u-i'i  t 

As  one  increases  mobility,  job  mobility,  occupational  mobility,  1 
believe  that  increasingly  the  institutions  feel  that  they  can  no  longer 
rely  exclusively  upon  the  kind  of  institutional  support  the  State  pro- 
vides, but  that  the  Federal  Government  also  has  a  responsibility. 

One  other  question  with  regard  to  the  earlier  debate  on  the  equity 
of  providing  financial  institution  support  for  one  group  of  students 
and  not  anuher.  There  are,  to  be  sure,  similar  arguments  to  be  raised 
with  regard  to  any  kind  of  differential  funding  on  the  basis  of  an  in- 
come  variable.  The  universities,  on  the  other  hand,  believe  that  to  a 
{^i-eat  extent  they  have  played  their  part  in  trying  to  be  responsive  to 

*  ^The^demand  for  their  services  has  been  generated  by  the  increased 
provision  of  tuition  and  grant  support,  without  the  corresponding 
broader  institutional  support  that  we  need.     ,  ,        .       .  . 

This  is  one  of  the  reasons  why  I  believe  that  it  is  very  important  that 
your  committee  recognize  what  I  see  as  to  what  is  likely  to  occur  clown 

^'^Ii^O'Hara.  I  think  that  is  a  good  point.  I  especially  appreciate  your 
points  with  respect  to  graduate  education  or  suitability  of  institutional 
support  in  terms  of  graduate  programs.  u  fi,n  f?m«  flin 

You  see,  the  situation,  of  course,  has  changed,  too.  At  the  time  the 
institutional  support  was  argued  and  enacted,  the  institutions  ot  Higher 
education  were  bulging  with  students.     _         .     .  i.. 

In  effect,  you  were  saying  if  you  are  going  to  ask  t  iis  poo»S  ov™' 
doiied  institution  to  take  on  an  additional  load-that  is.  admit  the  ad- 
ditional  students— you  are  going  to  have  to  help  them  do  this. 

Well,  of  course,  now  the  institution  is  competing  for  students, 
scrnmbiing  for  students,  and  most  of  them  are  delighted  "  we  help 
sotncone  to  attend  their  institution.  They  are  faced  with  a  difterent 
kind  or  problem,  as  you  well  know.  ^ 

Mr.  Dellenback,  do  you  have  any  questions  ? 

Mr.  Dkllknhack.  Perhaps  Mr.  Biaggi  can  proceed  hrst. 

Mr.O'HAHA.AllriglitjMr.Biaggi. 

Mr.  BiAoai.  Yes,  this  one  area;  we  understand,  of  course,  what  you 
are  looking  for  and  we  have  been  looking  for,  and  that  is  more  money. 
Ab  tlie  chairman  said,  that  is  kind  of  a  remote  situation  in  light  of 

*^'of  iS^*  vou  make  reference  to  the  fact  that  you  are  inundated 
wiUi  reporting  forms.  I  would  like  to  get  off  on  a  tangent  and  ques- 
tion tlmt  I  think  relates  to  insofar  as  ejcpenditure  of  money  is  con* 
cerncd.  How  many  Federal  projjrams  do  you  have  which  require  re- 
ports, evaluation,  and  questionnaires,  roughly  ?  _ 
^  Dr  WiiAu-roN.  I  couldn't  possibly  guess.  Mr.  Biaggi.  I  could  provide 
this  to  vou.  1  know  much  more  accurately  the  numbers  that  are  rc- 
«u  reel  fust  by  the  State  alone,  which  are  fairly  massive  in  volume. 
For  exai  Pie  jast  year  within  tl  e  State,  and  ust  in  terms  of  evaluating 
mil!  bSgeVr^es?^  if  I  am  not  mistaken,  just  for  the  executive  brancri 
Xne  we  submitted  a  document,  t)' at  weighs  approximatclv  YVa 
poiimls,  involving  the  very  detailc!  statistical  reporting  that  is 
required. 
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o^;s^;t/Z  ,?WfJSf -ilfi*^^^^^^^^ 


ini^^i  ;/?nnf  !1*,.J?"'  "'\  "J.V  second  question.  It  seems  to  me  the 
iS.^J-  T®'"^'  l^iu'tleiied  by  reports  and  quostionnnires  and 

tW  airiost^^^^  '°  l3 

r-nlfw  )f!^ARTON.  Yes,  veiy  costly  to  the  institution.  Tliey  are  also  very 
costl V  ni  terms  ot  the  public  sector  haudliniv  them,  implcmentiii^  them, 
devo  op„,g  hem.  Acid  to  this  the  old  tf^ought' I  U  sS  "?o  «?e 

.        ?r^M'^^''^,*  -r"'       (^li«iii'man.  In  the  first  place.  I  must 

feay  that  I  thmlc  you  made  an  e.xccllent  statement:  and  M  chifijin  State 
being  one  ot  the  great  miivorsities,  I  congratulate  you  for  both 

My  experience  concerning  this  question  ol  requirements  and  quid 
Cl?"f  ^^^f^T  f  rli«'^yo  Federal  or  State  or  private  grant  or 
in   ?'  V""^!*^^'"'^'       °^  concerning  the  piper  calling 

fairJl'lTOiimeir"  ' 

Of  all  the  bureaucracies,  the  fairest  government  is  the  one  who  ex- 
acts less  insofar  as  the  basic  university  commitment  and  values.  Is 
that  your  appreciation,  too? 

Br.  WiTAiiTOx.  On  a  comparatiN-e  scale,  yes,  sir.  I  would,  ho\ve\-or, 
cniplmEi/.o  that  I  have  no  disagreement  with  theobfective.  What  occurs 
that  IS  probably  most  severely  criticiKod  by  most  iiistitutions  of  higher 
educatioii  IS  that  it.  is  very  difficult  to  produce  measures  of  accounta- 
bility  which  are  urn vprsally  applicable  and  which  can  then  reflect  the 
full  coniploxities  of  higher  education. 

In  the  process,  even  though  the  requests  for  information  may  be  ' 
minimal,  they  don  t  fit  the  categories,  tiiey  don't  fit  the  activities.  Verv 
often  that  has  a  distortive  impact  upon  the  university,  but  I  woulrl 
agree  with  you.  j)  >vwiin.i 

Mr.  BKxm!;4.  But  tliis  pertains  to  the  problems  of  your  university 
and  to  a  lal-ge  extent  the  questions  of  fitting  one  set  oi  aocountability 
ct'iteria  into  othsrs.  ' 

What  I  mn  trying  to  say  is  that  fear  of  getting  Federal  money,  be- 
cause the  Federal  Goveriiinent  would  afl'ect  adversely  the  university 
values,  and  the  goals  and  the  activities  of  the  institutions,  it  seems  to 
me,  IS  contrary  to  experience.  ' 
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Whautox,  Well,  tluu'o  have  been  experiences,  unfortunate  ones, 
amllet  me  just  cite  one. 

The  application,  let  us  say,  of  the  guulelines  a  few  years  ago  with 
regard  to  maximum  income  a  student  could  earn  under  work-study 
wiule  receiving?  Federal  student  aid.  Here  was  a  case  which,  from  the 
viewpoint  of  the  students,  the  application  of  a  ceiling  on  work  ex- 
pectancy earnings  througli  work-study  programs,  was  completely  con- 
trary to  what  most  stiulents  believe  was  the  American  work  ethic— 
that  it  WHS  verj^  good  for  a  student  to  work  his  or  her  way  through  an 
institution  of  higher  education. 

We  had  numerous  students  who,  two-thirds  of  the  way  through  the 
school  year,  suddenly  discovered  they  had  to  he  fired  from  then'  jobs 
because  they  already  reached  their  maximum  earning  expectancy. 
.  ITere  is  a  case  of  a  Federal  instruction  whem  the  university  had  to 
rc.-ipond  against  the  best  interests  of  the  students  concerned.  It  cer- 
tainly was  against  what  they  perceived  to  be  the  longstandhig  Amer- 
ican belief  in  the  valtie  of  work  and  working  your  way  through  school 

This  is  just  one  simple  example. 

There  are  other  instances  where  T  think  the  objective  was  a  good 
oiu\  but  where  the  applicatioji  and  implementation  of  it  worked  to 
the.  contrary.  I  would  agree  with  yon  comparatively  as 'between  Fed- 
eral and  State. 

Mr.  BKxrrr^/^.  And  fotmdation. 

liut  the  point  I  am  dri\  ing  at  is  quite  a  different  one.  I  would  think 
that,  and  I  said  this  to  one  of  the  witnes^ies  yesterday.  I  would  think 
that  the  best  way  for  universities  to  receive  massive  support  as  they 
need  it,  I  think  we  would  he  fooling  ourselves  if  we  didn't  reali55e  that 
tiiere  must  be  a  significant  inpttt  of  .  Federal  money,  this  is  where  the 
inoney  is  really,  to  the  dimensions  that  are  necessary,  and  we  must 
create  a  climate  that  would  facilitate  tbat. 

But  it  seems  to  me  that  the  univei^ities  and  the  persons  engaged  in 
higher  education  would  advance  best  the  cause  of  the  universities  and 
in  the  long  run  would  get  much  more  money,  which  they  need,  if  they 
concentrated  on  the  problem  of  how  to  comply  with  the  educational 
involvement  and  commitments  of  the  years  aliead» 

Evervbodv  is  perph^xed  today  by  the.conftisions  of  our  times  and 
by  the  difficulties  of  the  f  titure.  I  would  hope  tliat  my  former  colleagues 
would  concentrate  on  otir  common  distrenj^  and  anguish  pertaining  to 
the  meaning  and  relevance  of  education,  and  I  would  guess  that  the 
satisfactnt»y  answer  or  at  least  a  meaningful  vision  of  a  new  interest 
and  concern  by  tlie  university  leaders  on  the  meaning,  or  changing 
meaning  and  lasting  meaning  of  the  educational  ties,  that  would 
probably  be  the  greatest  help  tiint  wocoiild  get  on  this  side  in  helping 
you  to  adiieve  yotir  goals. 

I)r.  WiiAitToK.  Congressman  Benitesd,  I  a^ree  with  you  a  great  deal* 
*I  think,  however,  many  universities  have,  in  recent  years,  been  doin^^f 
a  great  deal  to  try  to  be  responsive  to  these  changing  needs. 

Let  me  cite  something. 

>fr.  V)tmn%  Let  me  interrupt  you  for  a  moment,  l  tl\ink  one  of  the 
greatest  scandals  of  American  education  is  the  inadequacy  of  the 
medical  training  of.  an  adequate  lujimber  of  doctors  for  this  Nation 
and  the  braitt  drain  tluit  the  tJnited  States  is  prcKMitiy  making  on 
thit»d  world  communities  of  their  scarcely  trained  doctors.  It  is  one 
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of  tho  extraoi'dinai-y  fniltu-os  of  American  education  and  the  fact  of 
having  hundreds  of  students,  well  qualified,  trying  to  go  into  this 
profession  and  having  no  place  to  go  in  tho  United  States  is  really 
outrageous.  *^ 

Dr.  WiiAiiTON,  Congressman  Benitez,  on  that  particular  point,  I 
can  assure  you  I  get  more  mail  on  that  than  anything  else. 

Mr.  BKNim.  What  I  want  is  moi'e  openings. 
.  Vi\  WHAirrox.  We  have  at  our  university  three  colleges  of  medi- 
cnie--veterinary  medicine,  osteopathic  and  human  medicine.  Just 
tor  the  M.D.  medicnie  alone  for  the  90  openings  this  fall  we  have 
already  received  8.000  applications, 

An*  ff^^'^''^"  is  what  I  am  saying  and  in  all  likelihood  about 
2,000  ot  tiiose  are  valid  applications. 

Dr.  Wharton.  Yes.  By  the  time  we  get  down  to  the  400  we  in- 
terview on  the  basis  of  normal  criteria  used  to  evaluate  them,  they  are 
virtually  indistinguishable  from  one  another  so  the  task  is  a  verv  biff 
one.  *^  * 

But  to  return  to  the  basic  thrust  of  your  remarks,  I  would  like  to 
link  that  up  with  a  response  to  the  chairman's  comment  a  little  earlier 
about  the  possibility  of  enrollment  declines. 

I  happen  to  belong  to  a  group,  which  I  suspect  is  in  the  minority  in 
believing  that  universities  toda v  have  not  done  nearly  as  much  in  pre- 
paring lor  u  thrust  toward  the  lifelong  educational  needs  of  our 
society. 


I  believe  that:^very  very  strongly  because  I  am  firmly  convinced  that 
the  clynamics  of  change  in  our  society,  which  requires  access  to  addi- 


pt  to  1970,  over  the  next  century  we  will  add  as  much  to  total  human 
knowledge  as  he  has  been  accumulated  since  the  beginning  of  mankind. 

Under  those  circumstances,  there  is  no  doubt  in  my  mind  the  in- 
creased 30b  mobility  occurring  in  our  society,  as  well  as  distortions  that 
are  occurring  within  the  sectors  of  our  society,  are  impacting  levels  of 
uneniployment  very  se^•erely  and  escalating  the  rapidity  with  which 
people  are  forced  to  change  Jobs  and  occupations. 

I  merely  iieed  cite  what  were  some  interesting  responses  to  the  sud- 
den i^eduction  in  the  aerospace  industry  a  few  vears  ago  that  led  to 
significant  reductions  ir  number  of  students  apptying  for  admission  to 
colleges  of  engineering.  There  was  a  glut  of  engineers  and  in  2  years 
the  whole  process  has  been  reversed  again.  I  believe  that  universitifes 
need  to  do  a  great  deal  more  to  prepare  thcm.^elves  to  recogniise  that  a 
university  as  an  education  resource  for  society  should  110  longer  limit 
its  ^jaching  ftiiu'Mons  to  on-campus  youths  between  the  ages  of  18  to  24, 
biit  in  fact  should  be  prepared  to  provide  meaningful  education, 
whether  for  degree  or  a  nondegree,  forma)  or  nonformal,  to  those  ' 
member.^  ot  society  who  need  ifc  throughout  their  full  lifetime. 
.  {hat  IS  a  very  massive  undertaking  and  I  would  say  that  for  some 
institutions  that  attempt  to  prepare  them.selvcs  for  it,  it  is  not  a  very 
inexpensive  activity.  It  requires  a  great  deal  of  preparation,  it  i-equires 
a  great  deal  of  investment  in  tefms  of  experimentation,  innovation  and 
It  al.<5o  requires  that  universities  begin  to  recognise— they  and  their 
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facultios— tluit  tlici'o  is  a  pvofectly  valid  and  in  fact  much  broader 
humane  view  of  their  role  in  society  as  an  educational  institution, 

But  there  again,  in  response  to  what  I  think  was  Chairman  O'Hara's 
<l«estion  about  declining  enrollment,  I  have  had  some  State  legislators 
say  that,  "I  believe  that  lifelong  education  is  an  otfset  for  enrollment 
declines."  But  we  have  not  had  one  yet  so  it  is  fortunate,       ^  ^ 

Even  if  there  were  not  prospects  of  declines  based  upon  projections 
of  high  school  youths,  I  would  still  be  completely  convinced  of  the  im- 
portance of  lifelong  education  in  the  world  we  live  in  today  and  that 
is  one  definite  area  where  universities  need  to  be  responsible.  , 

I  might  conclude  on  tliis  particular  point  I  have  found,  Mr.  Chair- 
man,  in  going  around  in  the  State  of  Michigan,  talking  to  various  civic 
groups,  citizens'  groups,  and  social  groups  within  the  State,  there  is 
no  question  that  the  need  is  there,  the  concern  is  there.  It  applies 
whether  you  are  dealing  with  a  professional  who  may  need  updatuiig 
in  the  medical  field  or  a  person  who  perhaps  may  not  have  had  prev- 
ious opportunities  to  go  to  an  institution  of  higher  education  but  who 
I'peofrnisses  that  the  prospects  of  their  continued  employment  may  be 
declining,  whether  it  is  a  woman  who  may  have  been  out  of  school  for 
15  vejirs  and  now  wishes  to  reenter  the  job  market  or  even  whether 
it  is  just  a  person  in  midlife  who  wishes  to  broaden  their  perception 
of  the  world  and  become  a  better  c\t\m\  thereby.  Again,  this  is  another 
clpment  which  I  think  is  a  very  important  one. 

Mr.BMNiTKz.  Thank  you. 

Mi'.O'Hara.  Thaiikyou,Mr.BenitGZ.      ^      ,  , 
I  am  going  to  turn  you  over  now  to  Mr.  Dellenback,  our  ranking 
minority  member,  and 'I  warn  you  in  advance  because  he  has  the  very 
able  assistance  of  one  of  your  graduates  there.  Dr.  Andringa,  and  I 

notice  him  whispering.  ,  .     ,  , 

Dr.  WHAni'ox.  l  am  sure  he  told  him  which  questions  to  ask. 

Mr.  DKU.KNBACK.  I  must  say  Dr.  Andringa  has  been  doing  his  best 
to  wipe  out  those  blotches  which  developed  from  the  fact  I  spent  3 
years  at  Ann  Arbor.  He  has  been  saying,  "But  you  have  to  be  open 
mi  ndtul  on  this,  you  ha  ve  to  be  open  minded." 

Di'.  AViiAUTox.  I  should  add,  Mr.  Dellenback,  I  have  an  honorary 
degree  from  the  University  of  Micliignn,  if  that  is  of  any  help. 

Mr.  Dellknback.  Not  only  Dr.  Andringa,  but  I  have  on  my  staff 
another  man,  Roger  Williams,  who  recently  came  from  your  campus 

a  student  working  toward  a  graduate  degree  and  the  quality  of  whftt 
they  bring  would  have  long  wiped  out  any  reservation  I  had  of  your 
tnuversity.  ,    .       ,      .      i  .  «  i 

I  must  confess  1  go  buck  to  the  time  when  at  Michigan  we  played 
Michigan  State  only  to  fill  in  the  football  schedule,  but  we  dp  appre- 
elate  your  being  here  and  I  apologize  for.being  so  late  in  getting  here. 

T  liavp  one  more  thing,  somewhat  facetious,  before  T  get  comiuetely 
serious.  1  note  on  page  fu  when  you  talk  about  explaining  the  national 
socinl  benefit  of  various  typos  of  postgraduate  education,  lawyers  are 
conspicuously  absent.  1  don't  take  that  personally  in  vie\y  of  the  fact 
T  realize  you  have  not  yet  acquired  tlie  law  school  for  which  you  have 
been  striving. 

Dr.  WMArn'ON.  Absolutely. 

m.  DKM.KXiJACK.  But  as  soon  as  that  is  added  to  the  tuiiversity,  yott 
will  put  'Mawyers"  in  this  part  of  youi'  presentation. 


n*!!».Sf?'T*  ^o"^^^  get     ^^nm.  kincl  of  statement  owt 

ot  our  feonato  Appropvuitions  Committoe,  I  would  bo  jusfc  as  happv. 

tn?{in»i  k'^^-'^''t\^^^iI,""°^*^^^  is  concemefl,  on  an  insti- 

tutioniil  basis,  Dr.  Wluvfton,  what  kind  of  criteria  would  vou  thiiUc, 
assuming  wo^wero  to  go  forward  in  this  field,  could  best  be  used?  That 
was  one  of  the  really  tough  battle^!,  as  Mr.  O'Hara  and  Mr.  Bonitez 
and  Mr.  Biaggi  all  are  aware,  that  we  struggled  with  in  the  conference 
on  tlie  1972  amendmonts.  AVo  were  having  not  only  the  battle  ovor 
wliethev  wo  should  but  if  wo  flh.puld,  how  do  you  best  allocate—degmis, 
<;redit  hours,  nature  of  iiy Mentions,  Federal  progmm  involvement 
and  lust  per  <!|vnita,  w)  af  you  do?  Would  yoii  give  us  whatever 
tmtlujr  you  might  suppieinent  your  tesJtimony  with  in  written  form 


■on  that? 
1 


H''*  S  !??•''  '  preface  my  remark's  by  pointing  out  that 
It  at  all  possible  on  any  forms  of  assistance,  I  am  a  believer  In  tryin*^ 
to  maintain  as  simple  a  process;  as  ,  possible.  I  find  that  a  highly 
mechanistKvdettiiled  approach  frcxjuently  results  in  unintended  side 
practices  that  might  be  even  worse  than  wliat  vou  l)ogin  with. 

So  I  would  prefer,  wlmtevei*  machinery  is  involved  to  be  as  simple 
as  possible. 
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In  aayuig^that,  therefore,  I  think  that  I  would  be  in  favor,  in  fol 
vvin^r  the  Federal  dollar  amounts.  There  is  a  divMsion  of  labor,  W 
you  will,  philosophically  or  conceptually,  betW(5(?n  that  whioh  is  viewed 
as  bein;?  a  State  primary  responsibility  and  a  Federal  prlmarv 
responsibility.  '* 

If,  in  fact,  the  Federal  Government  has  made  the  decision  that  a 
particular  form  of  assistaucev  not  institutional  support  but  say  stu- 
dent support,  falls. within  its  purview  as  being  its  responsibility,  then, 
Mv.  pollenback,*  I  would  say  there  is  .a  corresponding  need  to  link  that 
up  with  the  institutional  support  because  the  mtionale  is  the  one  vrhich 
originally  established  the  need  for  the  t'ederal  support  in  the  first 
place. 

If  we  believe  it  is  in  the  national  interest  to  provide  a  graduate 
fellowship  tor  certain  fields  in  the  sciences,  where  there  is  a  shortage 
ot  supply  'realise  it  is  in  the  nation«l  interest,  not  just  in  ii  State  into!'- 


iJcujiuBH  uiB  latiuii.tiu  i«  riie  saine.  mat  is  tne  rationale 
institutional  support  as  it  relates  to  the  Federal  dollai's. 

}ti'.  I)i;lM3N»ack.  It  presupposes  the  Federal  Government  chooses 
wisely  in  setting  up  the  first  categorical  progmnis,  whatever  thev 
inaybe.  '  j 

Dr.  WuAfttoJf.  that  is  correct  aiid  that  the  Federal  Government 
felt  It  WHS  Its  proper  pur^'iow  to,  in  fact,  make  that  investment  in  the 
nr.st  place 

Tlie  Fe.icral  (government,  fdf  example,  has  viewed  as  one  of  its 
primary  responsibilities,  m  recent  years,  the  provision  of  assistance 
to  e(tualisje  access  to  h'l^rhef  education.  Those  Federal  dollars  go  to  the 
institutions,  public  and  iwivate.  TTnder  those c.ii'cumstauces  then  the 

why 
limpid 


Mr.  UmKNiJAcic.  "Would  ^ou  follow  all  projirams,  would  you  follow 
BEOG  atul  NDST/  and  votoraiis  and  social  security  and  ovory thing? 

Br.  Whau'I-ok.  Ye<j;  I  would.  I  would  follow  all.  I  veali/.pthat  tlie 
levels  of  fwndins  that  niny  bo  do{ndod  upon  if  and  when  tho  Fodofal 
Oovornniont  dooV.  decido  to  pvovido  institutional  support  would  not,  in 
fact,  providt' all  or  c'ONHM' all  of  tho.  institutional  costs,      ]  ^ 

Even  tho  formula  that  was  in  tho  anunidinents  rooojjnizod  a  scaling 
otteict  in  ternis  of  sixo  of  in^t-itvition.^  As  I  pointed  out  in  calculating  our 
■nvaxinnun  y  .)tentia  I  share,  which  tus-nod  out  to  bo  a  little  over  2  percent 
of  our  bndjji>t,  the  priUciide  is  thero  and  the  principle  is  important. 

leather  than  student  credit  hours,  which  gets  into  severe  problems 
of  definViion  of  whetlun*  student  credit  houi-s  at  one  institution  are 
the  same  as  anotlun',  and.  even  sometimes  tlu»  liead  count  i)roce.ss  gets 
you  into  a  serius  of  questions  abotit  part  time/full  time,  it  just  simpli- 
Ifies  it  a  great  deal  if  it  is  just  on  a  straig^^^^ 

In  t'aci',  1  would  iiei/sbnally  be  in  taN'or  of  linking  it  up  with  a  cer* 
tain  degree  of  simplicity. 

Mr.  BuixKN-UAr  .V.  Let  me  go  into  this  because  it  deals  with,  institu- 
tional aid,  lot  me  ask  you,  you  know  thi.*?  year  we  aire  hoping  in  the 
next  year's  b'ldget  to  increase  student  assistance  materially.  We  made 
one  substantial  increase  in  the  last  year  and  some  of  us  have  been 
stMngly  supportive  of  this. 

I  tfiiuk  piittitig  more  money  in  college  work-study  and  BEOG's  and 
such  things  are  desirable  uses  of  Federal  dollars. 

What  would  you  say  to  me  if  we  were  to  ask  you,  now,  wait  just  a 
minute,  before  'we  increase  the  level  of  student  assistance  from  last 
Year,  if  wo  were  to  turn  to  you  and  say,  "AH  right,  we  are  going  to 
W-ft  another  $300  millioii  this  year  to  put  into  postsecojidary  educa- 
tion*" Wliere  should  we  use  it.  Institutional  aid  or  where  ? 

Dr.  WtrAirroN.  I  afti  not  sure  I  conid  give  you  a  satisfactory  answer, 
Congressman  DoUenback.  I  would  say  that  going  baclt  to  the  rennvrks 
.1  made  at  the  very  beginning,  one  of  the  problems  in  dealing  with  in- 
stitutional aid  by  Itself  is  tluit  yon  don't  get  a  chance  to  talk  about  the 
tottckage  and  what  the  balrtnco  represents, 

I  would  say  that  at  the  present  time  at  the  undergraduate  level  we 
don't  have  any  kind  of  institutional  support,  it  is  J<ero.  Yot|  do  have 
sonie  of  the  graduate  fellowships,  graduate  support.  You  do  have- sup- 
port for  graduate  research  funding  but  we  ai'e  not  getting  any  f una- 
ingnUho  undergraduate  level.       ,   ,        .  . 

Xow  you  nre  askhig  the  other  difficult  question  that  you,  lis  a  rep- 
resentative, face  regularly.  How  would  you  allocate  the  dollars  be- 
tween institutional  support  and  student  assistance.  [ 

For  me  to  come  out  with  a  spe,cifio  dollar  amount  would  be  diflicult. 
1  want  to  see  how  big  the  pie  is.  I  have,  the  same  problem  whenever  we 
go  throtigh  a  budgeting  process.  But  I  do  feel  that  the  principle  of  in- 
stitutional support  has  been  established.  I  also  feel  there  has  not  beeii 
as  much  recognition  as  there  should  bo  insofar  as  need  of  institutional 
support  in  today's  Setting.  ^  . 

Now  whether  or  not,  with  the  present  tremendous  escalation  m  the 
costs  of  education  that  ai'e  being  borne  by  students,  you  shouldn't  take 
tho  $300  million  and  put  it  all  in  student  aid,  is  a  very  difRcult  question, 
t  would  want  to  see  how  much  tho  balance  looks  like  and  where  it 
goes. 
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.nJ.!J?        f'Slifc  »ow,  however,  that  wo  just  are  not  getting  any  in- 
2     21"       ''^      ">»^l^»'g\'¥»«»t<>  evel.  i  must  stress  at  tlfe  uiider- 
^^^^»®^*^  tl»R  bigaest  impact  is,  tluit  is  because  of  tlie 
"«mo»5^of  students  receiving  student  aid. 

..Jt    ■^^'^^'^^NBACK.  I  atn  not  sure  how  I  really  interpret  what  vou  are 

S^lm?^"^'  I      y^'^t  ^^y'^^'^  «ot  put  the  full 

TO  million,  into  student  assistaiice,  you  would  divert  some  to  iu- 
stimtional  aid. 

Br.  Whahton.  I  would  divert  some  of  it  to  institutional  aid. 

Mr.  Let  nie  give  you  a  practical  question  right  now. 

*t !  '"'^"'^'P^'i^^  3"^^  ^^'^'^^^^  Congressman  BoTlenback,  I 
think  It  IS  a  mistake  to  view  tiiem  as  «either/or,^'  because  I  pointed  out 
in  the  testimony  some  institutional  support,  in  fact,  can  result  in  our 
Jiot  having  to  mcreaso  student  tuition. 

So  It  is  a  question  of  alternative  flows  or  complimentary  flows.  So 
that  pmvidmg  institutional  support  may,  in  fact,  lead  to  institutions 
not  raising  the  costs  borne  by  the  student  directly. 

Mr.  Dellenback.  We  have  this  kind  of  a  liard  one  right  now,  a 
practical  one.  1  he  indications  are  that  not  the  boming  fiscpl  year  ^o- 
^niLse  is  advance-funded  in  the  fiscal  year,  we  are  going  into 

J47«  million  plus  carryover,  wo  have  about  $r)li)  millimi  perhapl,  but 
to  make  the  program  really  jro  to  the  fiscal  year  beyond  that,  fiscal 
1976,  we  need,  the  best  indication  I  can  get,  it  is  aboul  $800  million. 

feomo  indication  IS  there  that  all  the  Appropriations  Committee  will 
m\  ]y  prod):w  and  wo  aviH  have  to  see  what  happens  finally,  is  $600 
another  ^'^  ^'""^^^  *°  ^'^"^^  ^^'^^  '""^  ®^  confusion  one  way  or 

stay  with  it  2  years  or  cut  down  the  grants  or  split  the 
eliffibility  or  something  of  the  like.  We  need  another  $100  or  $160 
million.  If  we  can't  divert  it  from  other  programs,  this  is  money  we 
oitght  to  look  vei-y  hard  on  whether  we  should  go  beyond  the  budget. 
Si?nr^»^'*'"i^''^%VA^^°A'' A^J^^^^^^^^^  $160  million  i?ito 

hSutbntilS^^  *  '^"'^  "^^"^'^^  '^^"^ 

I)r.  Whahton.  That  is  a  hard  one.  I  gUess  this  would  represent  a 
reduction  then  in  the  level  of  BEOG's. 

.     *»5^';?,f         -^^^  ^  ^^^''^  is  year  we  put  $102.1  million 

into  BEOG's  and  next  year  we  appropriated  $476,  but  will  have  a  $4 
nulljon  carryover  so  we  took  it  from  the  first  vear  to  the  first  2  years 
untl  tlie  hope  of  some  was  the  next  year  we  could  go  to  the  first  3  years, 
frrff  ^*^d,fe^  continue  to  get  aid  and  it  will  take  more  of  a 
.lump  than  $0i)O  million  will  make  possible  to  continue  with  the  levels 
as  we  understand  for  the  second  year,  so  what  do  we  do  with  that  hard 
one  5 

You  reoogniKc  in  the  administration  of  the  universities  you  have  the 
same  problems  and  we  see  this  as  one  of  the  really  tough  ones. 

Br.  WitAin'o>f.  Except  in  this  case  I  think  you  slightly  loaded  the 
dice  in  the  sense  you  are  dealing  with  a  group  of  individuals  who  are 
already  in  the  institutions,  m  effect,  and  you  have  a  level  of  expressed 
commitment.  * 

Ml'.  Bulunback.  Ko  commitment  of  ft  legal  nature  beyond  the 
years*  ^     «  wio 
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Dt'.  WiiAiiTOx.  Bwi  you  want  to  cojitinue  it  on,  hxit  under  thoso  civ- 
ciimstances  you  would  want  to  obviously  meet  tluvt  level  of  coininitmont 
to  begin  witli. 

Mv,  Deluinbaok.  Continuo. 

Dr.  WiiAiiTON.  I  woul'd  say  that  ouo  would  have  to  meet  the  ex- 
pressed commitment  that  you  have,  oven  if  it  is  implied.  But  I  do  feel 
that  unless  some  attempt  is  made  to  recognize  the  institutional  support 
dimension,  then  I  have  a  strong  feeling  that  there  will  be  an  even 
greater  extenuation  of  some  of  the  problems  that  the  previous  witness 
described  in  teritjs  of  the  public-private  conflict.  That  is  simply  be- 
cause my  view  of  the  institutional  support  area  is  one  which  is  equally 
applicable  or  should  be  applied  straight  across  the  board  between 
public  and  private.  .      .  . 

Thev,  perhaps  oven  more  than  the  public  universities,  are  experienc- 
ing severe  impact  in  their  aim.  Now,  if  you  link  it  solely  with  students, 
I  nm  not  certain  tlmt  is  going  to  oll'set  the  problem  •  '  •^n  all  of  the 
institutional  needs  are  not  met  by  student  aid.  So  I  woulc  oe  in  favor  of 
maintaining  the  level  in  terms  of  the  commitment,  but  also  recogniz- 
ing the  need  for  increased  recognition  of  the  undergraduate,  particu- 
larly the  undergraduate  students. 

Air.  !)KLLr,KHA(!K.  I  thank  you  very  much.  I  wish  there  were  more 
time,  there  are  so  very  many  things  we  can  profit  from,  but  1  recognize 
tlH«  tim<»  is  short  and  1  thank  you  very  much. 

Dr.  O'Haua.  Thank  you,  Mr.  Dellenback.  Thank  you  very  muchj 
Dr.  Wharton.  I  look  forward  to  talking  to  you  in  the  future  on  this 
subject  before  the  committee  takes  action. 

l>r.WiiAnTox.  Thank  you.  ,    „  .     »  , 

Uv.  O'Hara.  Now,  our  final  witness  today  is  Dr.  Eobcrt  Leo  who 
is  special  ahsistnut  to  the  chancellor  of  Dnlhis  County  Community  Col- 
lege district.  Dr.  Leo,  if  you  could  please  take  your  place  at  the  witness 

table.  *  ,    *Y  .  1 

I  might  also  mention  Br.  Leo  is  also  president  of  the  National 
•Conncil  for  Resource  Development  of  the  American  Association  of 
Community  and  Junior  Colleges.       ■  ' 

Dr.  Leo;  I  am  pleased  to  get  the  benefit  pi  your  testimony. 

Dr.  Lko.  Because  of  the  shortness  oi  tim^,  Mr.  Chairman,  I  will 
not  read  this  verbatim.  I  think  members  of  the  committee  have  copies 
of  my  prepared  remarks.  .  .       ..  -n 

Ate.  O'llAnA.  AVithout  objection.  Dr.  Leo,  your  statement  in  full 
will  b(;  entered  in  the  record  prior  to  your  remarks. 

[The  statement  follows :] 

I'lUirAllKI)  Fi'fA'l'KMB.NT  Of  Pit.  RollKItt  .t.  LKO,  nillHO'l'OU,  Sl'HCtAt,  SllUVlCtlS.  l)At,J,A8 
COUN'I'V  COMMU.VlTV  Cot.t,WlK  Dia'l'lllOf 

Ml'.  Clinlrinnii  and  M«?nibei'«  of  the  Siibcomiiilttea !  My  naiae  Is  llol)Pi't  .T.  Leo, 
Mi'ectoi'  o£  Sneclal  St'i-vlcdi^  for  thts  Dallas  Cotiiit.v  Ooiaiaiuiity  CollcKC  DIsti'Ich 
1  also  m-vii  aw  lU'CJildent  for  the  Katioaal  Coiuioll  for  llesoiu'ce  lioveloiuuent  of 
the  AineHcan  Afisoclatlon  of  Cominitnlty  and  .titiilop  roll«>Ke«,  a  gt'oui»  of  t'"  fSe 
admliilsH'atoi's  deet»l.v  (ionceriu'd  with  lU'oxi'aai  dev«»loi>ia('nt  and  colleKo  vlahiUty. 
The  DflleoM  and  10  KoKloiial  DifectofH  ai'o  here  with  am  thlH  inowiliitf.  1  won  d 
tike  to  siieak  to  you  today  lu  8Ht)t)ort  of  cost'of^editcatloa  allowaticew  to  IiikHHI' 
tl»m«.  aK  atithoi'liied !»  Title  IV,  mhmvt  fi,  of  the  1-  ducat  o«  Aniciidineiits  of  1072. 

Tlu'W  allowntiees  would  helt)  «lve  suhstauce  to  the  nathui'H  couuuttiiieut,  to  wtu- 
catlotinl  aecesH  for  nil  Auierleaiis,  a  coinnittiiieut  which  in  elo(|ueatl,v  exiH'ewed 
In  tl.K.  («)!  "The  OongrewM  reafllrius  m  a  matter  of  Maimt  nrlortty  the  Natlou'8 
goal  of  mmi  educational  oiit»oi't«hlty.  The  Congress)  hereby  declares  It  t(»  he  the 
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iwllcy  of  the  United  States  of  Ainorlca  tlmt  every  citizen  is  entitled  to  an  educrt- 
S  the  Zi  i'  n'^L*!?5f!!'l  AVlthout  ananclul  barriers  and  Umlted  on  y 

SftJ  „i^"i«       "''E^*',*"  ed«(itttlon.  Our  Nation's  eco. 

noimc,  poiitlenl  and  social  security  demand  no  less." 

>      iiKree  that  tin*  noal  of  equal  (HUuintlonal  access  ns  stated  above  is  n  matter 

hf  '^''t'^  ^V         Hl8»'«''  Education  Act  s  des  gne, 

n  .1'  i^i  postaecondnry  realm.  The  cost  of  education  allow 

nnces  In  Subpart  6  would  contribute  to  this  through  strongthenhig  t  e  Su- 

inns  Which  are  counted  on  to  provide  educational  opport  u  ty  o  studen  s  p^ 
vlded  access  through  the  student  aid  provisions  of  Title  IV.  P»o 
In  this  statement  1  will  try  to  show  the  need  for  this  support  In  ihe  conummltv 

I  »P«n'<         At  the  present  line    ere  S  close 
wh  ri?nhr.  '  ""f.  P^'W?  f<>»'  nearly  3  million  SleSs' 

Lv«  „  A^^^^Lf^tf"  °K  '''Sher  education.  Tliese  colleges 

.a«„  "t.'^*^P  commitment  to  educational  opportunity  which  is  evidenced  in  nmny 
ways.  For  example,  almost  40%  of  comnmnlty  college  students  con  e  from  "ami. 

S  ffm?A?/"^?*'i^^".^^"^;*'^lF*'«®^'''/«  ^^"^^  Spanish-speaking  students 
S  L  -*\^%°^  An  erlcan  Indians.  As  a  result  of  inttution  our  number  of  mid- 
f  et  fM?L?ilnS.^^^^  »'l«»ne/'»Pl«"y-  'Statistics  like  these  result  from  "  4 
t  Sff  lfHS^^A^m/®^^^^^  cost  and  geographically  accessible  Co  pro- 

.spective  students.  Additionally,  they  provide  a  wide  wmge  of  programs  to  meet 
tie  need.s  of  students  in  the  communities  that  they  serve;  tlov  eVSiasl^^^^ 
c  pationnl  as  well  as  transfer  programs,  and  programs  for  part  2  studen  s. 
The  average  age  of  our  students  Is  beyond  that  of  the  immediate  post  hiS  sclS  o 

y*'"''?  Oom>nunity  Oollegls).  Most  co  ' 

iTiiri^^'n  IV^  Tl"  "''""s«lon  PW>«rams,  Which  means  that  their  dom 
are  open  to  al  interested  students,  regardless  of  their  academic  backgro  nds. 
It  also  means  that  the  eollegos  must  be  ready  to  meet  the  needs  of  tliese  s^tXnh 
theSssi"'V?ovff  <^«velopmentttl  prograiiis  tp  ensure  real  oiiportunlty  ojiee 
The  cost  of  education  allowances  would  flow  to  instltutiotis  as  a  complement 

J"  It  Is  inappropriate  to  tl  lnl  of 

*^J?^«L"i'*  ^}?^^  as  "Income"  to  the  institution.  While  stmlent  aid  permits 
s  udente  to  attend  college  it  does  little  for  the  institution  other  than  Sv  he 
student  s  tuition  from  federal  rather  than  from  other  sourderin  this  se  se  the 
Inst  tutlonal  student  aid  funds  can  be  thought  of  as  S?n  4l  for  Sices 
rendered".  The  aid  Is  .available  to  the  students,  but  the  institution  n.tfst  swk 
out  the  students  and  provide  them  with  infortnation  about  flnaiicia  a^^  l  and 

"in  »f  W'i.""  ".l'i.""*^*'^/''V^«<'  must  provide  an  educS  ml  pjigram 
Thus  it  is  log  cal  that  cost  of  education  allowances  are  placed  in  Title  IV.  for 

iSSUttaCiSritt^^  l>?«^W  ed^ 

For  what  reasons  are ^cW  of  etltication  funds  needed?  1  will  try  to  outline  a 
jmints,  without  pretending  that  I  have  exhausted  all  possible  argunS^^ 

1.  I'KhRUAt  S'rODEffT  Alt),  BY  ItSEtf,  18  INAbBQUAl'E 

•  I'Wmn  Khnk'iit  iiid  ttoes  mt  ooviii'  the  nee.d.^  even  of  itU  tniK-Hwome  tttudentii. 
not  to  metitioii  th«  Ineligible  middle  income  students  CAi  eHca^^^^ 
Kducat|(.n  study  of  lors  freshmen  shows  that  42%  of  th  se  Sudc  s  w  th  g^^^^ 
tamlly :  iicomes  under  .HIO.OOO  anticipated  receiving  wo  scliol  rslZ  or  gwu  ts" 

I.  1  "I'  "I  ^^I?'  the  lios  Angeles  Communltv  Col  cge  District  enrolled  108.3l)r» 
students  for  the  fall  semester,  In  day  ant  evening  classes  Of  theV  52  r 
receiml  a  t..tal  of  .$1,070,888  In  financial  aid  through  the  S5alSK& 
and  cm  programs,  about  1^370  per  student.  Uowm-l',  //teS  e  amS 

wow  Hum  Sm  addltlmitt  stukmh  appUed  for  m  t>  Z^^^ 
K\:f,{{ff  i;^^V«•^^«ctlve  unmet  financial  need  an% mtS  t/S"SSv 
$2,i|ft  mi  lion  if  they  had  been  funded  at  the  same  .^ISTO  per  student. 
mIH^  /"f-"^'.        ^«l«»*n^  programs,  the  Oonujiunlty  College  of  Denver  with 
rjno  students  awarded  its  57ji  aided  students  an  average  of  .$/s4  Triori™ 
Tlu' college  imd  to  refuse  aid  to  208  students  due  to  lack  of  funds, 
^riiese  examples  show  tliat  while  Federal  flnaneial  aid  to  students  has  in* 
c^easw  it  does  not  cover  all  ellglb  e  students.  Hopefullv.  as  tl  e  Mas  e  o  . 
P«rtui.it.v.  Orants  grow  this  gap  will  close,  but  the  S'f  vll  o  dv  cTer  Imff' 
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of  a  #Jtuaout*s  edttcutlouul  coHtSt  nt  imnt  The  remalndev  has  come  and  will 
como  from  other  sources ;  state,  Institutional,  private  or  family. 

To  help  flU  the  gap,  some  states  have  initiated  programs  to  aid  the  student, 
Since  1071  the  state  of  Texas  has  required  community  colleges  to  take  250  out 
of  every  tuition  dollar  and  place  It  in  a  financial  aid  fund  for  low-income  and/ 
or  disadvantaged  students.  Further,  Texas  has  its  own  loan  program.  New 
Jersey^s  Educational  Opportunity  Ftnid  and  Colorado's  State  College  Work  Study 
Fund  have  aided  students,  Pennsylvania,  Illinois,  California  and  New  York  are 
other  states  with  sueh  programs,  The  gtiiding  principle  is  need,  as  opposed 
to  scholarship  in  determining  eligibility.  The  State  Scholarship  Incentive  pro- 
gram should  stimulate  further  development  here. 

a,  COST  or  KOUCAtlON  AUOWANCES  QOVW  1IEU>  KmV  TUIf  ION  COSTS  UNPEU  CONTHOL 

This  Is  important  not  only  for  low-income  students  who  receive  federal  aid, 
but  for  all  students,  and  particularly  for  the  large  umss  of  students  from  mod-* 
erate4ncome  circumstances,  who  are  not  eligible  for  much  student  aid,  but  who 
find  it  very  rtlfllcuit  to  u^eet  educational  costs  Tiow.  If  these  costs  Increase 
much  beyond  their  current  level,  middle  Income  sttulents  nuiy  be  priced  out  of 
the  postsecondary  edticatlon  nmrket. 

A  recont  report  by  the  College  Entrance  Examination  Board  shows  that  the 
costs  of  higher  education  to  students  have  been  increasing  nuirkedly  In  recent 
years.  CEEB  reports  that  the  average  cost  to  communting  students  to  a  public 
two-yi»ar  college  for  the  1074-75  school  year  will  bo  incUidlng  Sass  for 

transportation,  $415)  for  personal  tiXpenses,  $778  for  living  costs,  and  $287  for 
tuition  and  fees.  The  two-year  public  college  sector  \mx  experienced  greater 
Increases  than  any  other  l(»vel  of  lilgher  education.  Although  n  two-year  com* 
muter  coUegp  is  still  the  nation*s  best  educational  bargain,  the  fact  1«  that 
tuition  and  foes,  out  ot  necessity  have  increased  70.8%  since  1070  while  the 
total  educiitioual  budget  for  c(»nunutlng  students  at  two-year  colleges  lm»s  in- 
creased 34.4%  In  the  same  period. 

Wo  feel  that  the  cost  of  education  allowances  are  very  nutch  needed  to  stoi) 
or  at  least  retard  this  dangerous  trend. 

3.  ii\H.ATio.v  s-ntAtNs  coi.uxtM  nunoMts  ' 

Another  point  to  bear  in  mind  is  that  tuition  and  fees,  which  is  the  por- 
tion of  fedenil  student  aid  that  the  colleges  receive,  does  not  begin  to  inu^act 
on  the  colleges*  operating  budgets. 

Even  Including  recent  iiicrenses  in  federal  student  aid  the  portion  of 
federal  support  to  conuutinlty  colleges  \n\i<  not  Increased.  1\\  fact,  a  1073  sttidy 
by  Walter  Gnrms  shows  tintt  there  luis  been  a  dvemiHe  In  federal  participation 
for  community  colleges  since  1*000!  In  that  year,  0.(1^^  of  college  oiierating  ftinds 
came  from  federal  sources,  wiiile  in  1071-72  this  figure  hud  decreased  to  r».2r|. 
Also,  Oarm's  study  indicated  that  in  lOO.S-60  two-year  institutions  on  the  aver- 
age received  14.i^9^>  of  tiielr  income  from  tuition  mA  fees.  It  Is  of  inlen^st 
that  tbe  Dallas  Cotmty  Community  College  District  in  1073  received  14.1%  of  Its 
Income  from  tuition  and  fees. 

We  find  the  following  patterns  In  conununity  college  flmmcittg  for  the  year 
1072.  As  indicated  al)ove.  r>.2%  of  nmjor  sottrces  of  revenue  came  from  tiie  fed- 
eral governmetit,  44%  from  state  sources,  33%  from  local  soinws,  and  tuiti(»n 
and  fees  14.2%.  CaHfornla*s  community  colleg>  are  tuition-free.  In  that  state, 
community  college  Income  soitrces  are  divided  as  follows :  58%  from  local  tax 
funds,  83%  from  state  funds,  and  D%  fmn  foxUrnt  and  other  .vof/m?.v. 

The  Dallas  County  Community  College  District  has  the  following  sources  of 
income:  state,  tjO.1%;  local  taxes,  22.8%;  tuition  and  fees,  14.1%;  fedcnft 
and  othcVi  ^%,  and  auxiliary  etiterprises.  0%.  The  cost  of  educating  a  sUtdent 
in  Dallas  has  gone  from  $1213  In  1070-71  to  an  estlnuited  $1400  in  1073-74, 
Tuition  has  not  significantly  Increased  in  that  time.  It  still  costs  a  student 
$120  for  one  year  to  be  enrolled  full  time. 

As  another  example,  in  tlie  f^t.  Louis  Junior  College  District  the  Income 
is  divided  as  follows  t  state,  28%,  local  taxes,  80%,  tuition  and  fees,  2»%} 
fedemU  S%}  and  miscellaneous,  0%.  There  has  been  no  tax  increase  since  1071, 
in  the  St.  Louis  District.  State  Income  to  the  District  has  not  increased  since 
lj»70^the  District  still  gets  a  yearly  allocation  of  $400  per  full-thne  equlv* 
nlent  studcnti  Yet,  In  St.  Louis,  the  cost  of  educating  a  student  has  risen 
from  $1200  in  1070-71  to  a  projected  $1434  ior  1074--75,  approximately  a  19.8% 
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Itjcmiso.  While  tlio  cost  lins  itMU'Gas«Ml,  tuition  por  orodlt  liour  1ms  only  ilson 
tJ?o'i*  "  studont  takes  15  Imm  of  ci'cdit  his  tuition  is  $225.  Thus, 

$984  must  come  from  other  sources. 

Note  that  to  date  no  nmttei*  how  the  ftindluff  source  pie  Is  sliced,  the  fed- 
eral share  remains  constantly  snmll,  As  these  figures  Indicate,  community  col- 
lege tuition  rates  have  rennUned  relatively  stable  as  u  portion  of  total  college 
operating  hudgets,  and  the  federal  share  has  not  Increased.  I  have  also  given 
n  couple  of  examples  of  the  cost  squee^se  Our  colleges  are  experiencing,  as  the 
costs  of  educational  services  increases.  Since  our  colleges  have  a  firm  desire 
to  keep  costs  to  students  low  this  should  not  he  considered  a  source  of  additional 
funds.  In  addition  many  have  rigid  state  allocation  formulas  due  to  the  de* 
mands  on  state  resmirces.  Finally,  the  local  taxpayer,  prensed  by  inflation 
i"^!!)^V,  Instances  has  refused  to  Increase  his  share  of  the  cost,  and 

rightfully  so. 

Thus,  inflation's  devastating  rage  has  had  Its  effects  mi  colU>ge«,  as  It  has 
luui  on  other  parts  of  the  economy.  Like  business  and  Industrv,  colleges 
have  had  to  bass  part  of  their  Increase  in  operating  costs  on  to  the  consumer-- 
the  student.  The  City  of  Chicago  has  recently  decided  to  charge  tuition  to 
con|munity  college  students  for  the  first  time.  (I  understand  Chancellor  Oscai* 
Shithat  of  Chicago  will  be  here  tomorrow  to  dlscilss  this  with  yoii.)  This  leaves 
California  and  the  Conununlty  Colleges  of  the  City  of  New  York  as  the  ontv  con^ 
munlty  college*  systems  where  no  tuition  is  ciuirged.  These  tuition  Increases 
have  been  made  out  of  necessity.  Where  are  the  additional  funds  to  come  from? 

4.  WriON  IXcmOASK  IS  KOT  I'HK  ANSWKU 

The  Inflationary  situation  poses  very  difllcult  ciiolces  for  college  educators 
connnltted  to  equal  educational  opportunity.  Widle  It  nmy  be  very  'log- 
ical' to  increase  charges  to  the  consumer  and  expect  the  students  to  ptiv  more 
of  the  load,  as  soine  ei'ltics  have  suggested,  this  may  get  educational  costs  to 
the  point  where  only  the  rich  can  avail  themselves  of  this  opporttU)Itv.  The 
figures  I  have  given  you  show  that  not  even  all  those  potentially  eligible 
student  aid  In  fact  receive  It,  due  to  lack  of  funds.  As  for  middle  income 
students,  their  family  budgets  are  really  feeling  the  cost  squeeze,  and  for  them 
education  may  become  an  unattalnuMe  luxury,  especially  If  low-cost  educatloniil 
opportunity  gets  more  and  more  expensive. 

The  National  Commission  on  the  Financing  of  Postsecondnry  Education  esti- 
mates that  for  every  $100  increase  In  tuition,  3%  of  potential  postsecondary 
students  opt  out,  being  Unable  to  afford  the  marginal  Increase* 

Conversely,  a  Wsconsln  study  (I  believe  AASOU  put  it  In  yotir  record)  tested 
reactions  at  two  Wisconsin  state  colleges,  and  showed  that  each  $100  deomse  In 
tuition  can  bring  an  inorease  of  between  4.8%  and  12,2%.  in  enrollment.  A  large 
tutmber  of  the  additional  students  said  that  they  could  not  have  attended  college 
at  all  except  for  the  combination  of  low  tuition  and  geographic  access. 

I  want  to  make  one  very  positive  assertion,  one  which  Is  contrary  to  an  opinion 
strongly  held  by  some  analysis  of  higher  education  finance,  including  the  present- 
Administration.  This  Is !  1  do  not  believe  that  a  policy  which  almost  forces  post- 
secondary  education  studente  to  borrow  heavily  for  their  education  Is  a  wise 
polleyi  It  Is  not  wise  in  general !  a  student  can  emerge  from  four  years  of  eduoa* 
tlon  so  heavily  in  debt  that  he  is  practically  mortgaged  for  life.  And  If  he  marries 
tt  girl  similarly  burdened,  the  roUple*s  situation  could  be  difllcult  to  tragic.  It  Is 
too  mttch  to  expect  young  people  to  stArt  out  in  life  chained  to  loan  repayments. 
For  the  students  served  by  comnutnlty  colleges  this  Is  especially  true.  These 
students  come  from  lower  Income  brackets  with  the  several  combined  dlsadvant* 
aged  of  doubtful  future  Income  expectations,  lack  of  confidence  in  the  self,  lack  of 
sophistication  In  financial  matters  and  uncertainty  as  to  future  career  goals  or  In* 
deed  their  future  itt  college.  For  these  students,  loans  do  not  equal  educational 
opportunity,  tliey  represent  unequal  and  financial  burdensi 

6.  cost  sQUfieaK  risks  i^nooftAM  WAtm 

It  there  is  a  theoretical  or  actual  limit  beyond  which  student  costs  should  not 
rise,  atid  If  state,  local,  and  federal  sources  of  support  do  liot  Increase,  but  costs 
to  Institutions  continue  to  rise.  somethlng*s  got  to  give. 

Unfortunately,  this  something  Is  likely  to  have  come  from  program  qualltyi 
One  of  the  most  vulnerable  areas  is  students  services,  and  Ironically,  the  full  Im*. 
plementatlon  of  the  Basic  Opportunity  Grants  program  will  require  more  of  tlies<» 
services. 
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Thore  is  a  myth  tlmt  \m  been  i)ei'petuated  tlmt  viows  swqI]  pvo^v^m^  n.s  tutoiv 
tag,  i>eev  counseling,  developmental  studies,  reading  and  writing  Jabovatorles  as 
"extra**  services.  For  the  comprehensive  community  college  these  serviced  are  an 
integral  part  of  its  instnictional  program,  In  order  to  eiisui^^.  Uuxt  the  **oimu*' 
door  does  not  become  a  **revolving"  door,  such  Services  ar^d'^sstititlaL 

Since  IIHKJ  Dallas  enrollment  has  increased  from  4,047  to  22,600.  This  year 
6,100  of  our  students  are  in  developmenti\l  studies  programs*  These  reriuiro 
smaller  classes,  and  often  more  expensive  instructional  equipment  using  modern 
(and  costly)  instructional  devices.  Whereas  our  general  academic  program  has 
a  student*faculty  ratio  of  27-1,  and  some  large  lecture  courses  nmy  have  40 
students  with  one  professor,  our  developmental  classes  are  limited  to  15  students 
with  one  faculty  member,  a  peer  counselor,  si>ecial  laboratories,  instructional 
materials,  etc. 

Otlier  areas  of  program  quality  nmy  have  to  give  as  well.  Con'ununlty  and 
Junior  colleges  lay  strong  stress  on  occupational  programs  which  train  students 
for  the  job  market  and  for  further  education,  if,  as,  and  when  it  becomes  relevant 
to  the  students/graduates.  Occupational  programs  are  much  more  costly  to 
operate  than  are  general  academic  programs.  This  is  especially  true  in  the  capital 
equipment  required  for.Jsuch  coiu'ses.  A  colloge  must  fund  not  only  the  Initial 
outlay  for  such  equipment,  but  face  the  problem  of  obsolescence  and  replacement 
of  outdated  equipment.  Strained  to  the  hilt,  the  college  may  have  to  umke  do  with 
inadequate  equipment  and  resultant  lower  quality  training.  (The  funding  of  Title 
X,  both  Parts  A  and  B,  would  assist  in  this  problem  area) . 

imcOMMBNDATIONS 

The  proposed  cost*of*education  provision  is  one  that  will  reward  those  institu- 
tions that  serve  individuals  in  need  of  financial  aid.  It  is  the  market  approach-— 
you  get  It  if  you  earn  it.  That  is,  the  cost  of  education  funds  will  go  to  Ci)Ueg«s 
that  service  federally  aided  students  and  in  so  doing,  give  their  support  to  the 
federal  priority  of  equal  access  to  postsecondary  education. 

Since  1058,  (Congress  has  mandated  through  the  Office  of  Education  under  the 
Natiotml  Defense  Education  Act,  the  Atomic  Energy  Commission,  the  Natloiml 
Aeronautics  utid  Space  Administration,  the  National  Institutes  of  Health,  and  the 
National  Science  Foundation,  to  name  ^ome  of  the  major  programs^  have  given 
institutions  a  cost  of  education  allotment  to  defray  the  institution's  costs  under 
federal  fellowship  programs.  This  approach  recognizes  that  educating  an  in- 
dividual  costs  more  than  the  tuition  or  the  amount  that  student  stipends  atlovv* 

We  are  recommending  a  change  in  the  legislation  to  alter  the  means  of  cab 
eulating  the  cost  of  education  allowances.  Instead  of  the  current  complex  for- 
mula, which  will  confuse  even  the  most  sophisticated  computer,  we  would  sug^jest 
a  revision  which  would  place  a  simple  *'add*on*'  to  federal  financial  aid  programs. 
The  add-on  would  be  in  the  form  of  a  nerceutajje  of  total  student  aid,  including 
B0(5s,  SEOG,  NDSL,  and  the  College  Work  Study,  received  by  students  attending 
att'  institution,  say  20%.  Under  this  format,  if  an  institution's  students  received 
a  total  of  $1  million  in  federal  aid,  the  institution  Would  receive  ^200,000  to  help 
with  the  expenses  of  educating  these  students. 

This  is  not  a  new  approach,  nor  is  it  a  departure  from  past  mtional  practices. 
We  strongly  urge  the  cost  of  education  for  these  student  financial  aid  programs 
follow  the  practice  approved  by  Congress  for  so  many  years  for  a  large  number  of 
other  student  aid  programs. 

CONCMTStONS 

The  membership  of  the  National  Council  foi*  Kosource  Development  lias  as  its 
focus  tu'ovidlng  information  for  all  community  and  Junior  colleges  on  means  of 
garnering  edticatiohal  resources  in  order  to  carry  out  the  mission  of  these  col- 
leges. It  is  their  view,  as  it  is  the  view  of  the  American  Association  of  Com- 
munity and  iTunlor  Colleges,  that  financing  education  is  a  )ohU  mtturo,  which  in- 
volves miixlmiaing  resources  from  all  areas  of  support— comnumlty,  govern- 
mental, and  institutional  In  order  to  insure  that  the  student  has  the  oi)i)ortunlty 
to  achieve  his  educational  goals,      ■        ^  .  *   ...      .  * 

1  began  this  statement  with  a  quotation  from  Congress,  and  1  Will  concltide  It 
with  another,  this  one  going  back  to  1085.  The  original  purpose  of  the  Higher 
Education  Act,  enacted  in  that  year,  was  to  "strengthen  the  educational  resources 
of  our  colleges  and  universities  and  provide  financial  asslstatice  for  students  in 
postsecondary  education.*'  It  is  noteworthy  that  In  the  beginning,  the  strenglh  of 
th(5  colleges  and  utiiverslties  held  equal  billing  with  the  Drovlsion  of  financial  as- 
sistance to  students.  In  this.  Congress  showed  the  great  Insight  that  strong  In* 
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^^^^^'^  ^  eflfectlvo  edncatlon  is  to  be  provided.  Wo  feel 

w  ^^i"^®  ^'"^      ^^P*  pace  with  its  stated  conunltraent.  bttt  that  It 

52.1-!^-  resowrcea  to  take  «p  the  slack.  The  cost  of  education  al- 

flS^^f^i  advocate  today  would  bring  the  federal  government  strongly  and 
flmly  into  the  nation's  Joint  educational  venture, 

_  Dr.  Leo.  I  am  accompanied  todav  by  the  officers  and  reffiftnal  direc- 
tors representim;  a  cross  section  of  institutions  throughout  the  United 
btates,  of  the  National  Council  for  Resource  Development.  The  re- 
f?ional  directors  and  myself  are  hero  for  an  annual  board  meeting?,  and 
we  look  forward  to  sharin;?  some  of  our  idea.s,  at  least  from  the  2-vear 
perspective  m  terms  of  how  we  feel  when  we  take  a  look  at  title  4,  sub- 
part 5,  and  on  other  matters  that  impinge  upon  what  we  are  about  to 
discuss  in  our  deliberations. 

It  seems  to  me  that  the  historical  pei-spective  in  terms  of  Cono-ress* 
commitment,  which  was  reaffirmed  in  H.R.  69,  indicates  that  are 
still  and  continue  to  bo  concerned  with  equal  educational  opportunity. 
In  fact,  most  recently  we  talked  about  equal  educational  access,  as  one 
of  the  prior  witnesses  indicated,  that  this  has  becomes  the  highest  na- 
tional priority. 

Title  ly  of  the  Higher  Education  Act  is  designed  to  help  achieve 
this  goal  in  the  postsocondary  realm.  The  cost  of  education  allowance 
in  subpart  5  would  contribute  to  this  through  strengthening  institu- 
tions which  are  counted  on  to  provide  educational  opportunity  to 
students  who  are  provided  the  access  through  student  aid  provisions. 

In  this  statement,  I  will  probably  bo  referring  to  a  number  of  other 
pmgrnms  that  are. related  to  the  cost  of  education  allowances. 
^  But  fii-st,  let's  take  a  look  at  oui-  own  community  colleges.  The  1,200 
institutions  that  are  currently  across  the  United  States  have  nefirly  ?> 
million  students.  The  students  are  part  time,  they  are  full  time;  they 
rtM)t'esent  a  cioss  section  of  people  at  various  income  levels  and  various 
ethnic  origins,  and  a  variety  of  people  with  different  attitudes  and 
ideas  and  li  very.  \'ery  strong  involvement  in  their  own  community. 

Th(!  age,  surprisingly  enough,  each  time  we  mention  it,  is  not  neces- 
sarily the  18-year-old.  In  many  of  our  institutions,  the  average  age  is 
24,  S.*),  or  26.  Many  of  our  institutions  have  a  healthy  part-time  curoll- 
nipiit,  depending  on  how  we  want  to  rlefitie  it.  These  Individuals  come 
to  us,  or  we  go  out  and  seek  them  regardless  of  where,  they  are  in 
order  that  they  may  fulfill  tlieir  own  educational  goals. 

^  In  many  ways,  it  is  inappropriate  for  us  to  begin  to 'look  at  student 
aid  as  income  for  the  institutions.  While  student  aid  pertnits  students 
to  attend  college,  there  is  little  for  the  institutions  other  than  to  pay 
the  students  the  tuition  from  Federal  rather  than  other  sources. 

In  this  sense,  institutional  student  aid  funds  can  be  considered  as 
payment  for  servims  rendered!  services  i-endered  not  to  us  and  not  to 
the  Federal  Government  but  to  the  student. 

The  aid  is  available  to  students,  but  the  institution  must  seek  out 
students  to  provide  tbem  with  information  about  financial  aid  and 
eollofre  opportunities.  You  may  recall  the  other  parts  of  title  IV  deal 
specihcauy  with  that  fjurlicular  iM'oblt-in.  T'u'  outreach  function  is 
important  to  us.  It  will  continue  to  bo  a  ba,sio  part  of  our  program. 
We  do  not  wait  for  students  to  come  to  us.  We  go  out  and  find  them. 

liCt  me  take  a  few  minutes  of  your  time  to  look  at  why  we  thinlf 
(be  eost-of-education  funds  are  needed.  I  will  tiy  to  oilflino  a  few 
points  without  pretending  1  ha  ve  exhausted  all  possible  argumcntii. 
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First,  Federal  student  tiid  by  itself  is  inadequate.  It  does  not  cover 
the  basic  needs  of  all  low-income  students,  not  to  mention  the  ineli- 
gible middle-income  students  who  pre  constantly  caught  in  this  vise. 

An  American  Council  on  Educe  Uon  study  of  1973  freshmen  indi- 
cated that  42  percent  of  those  students  with  gross  family  income  under 
$10,000  anticipated  receiving  no  scholarships  or  grants;  Fui-tber,  like 
others,  community  colleges  have  to  turn  applicants  a^vay.  ^ 

For  example,  in  the  fall  of  1973,  the  I^s  Angeles  Community  Col- 
lege, one  of  the  largest  districts  in  tlio  Nation,  enrolled  108,395  stu- 
dents  for  the  fall  semester  in  day  and  evening  classes.  Of  these,  ap- 
proxhnat«ly  5,200  received  a  total  of  the  $0.9  million  in  financial  aid 
through  the  basic  Federal  program.  Tliat  is  about  $376  per  student. 

However,  during  that  same  period,  more  than  6,900  additional  stu- 
dents, who  were  qualified  and  applied  for  aid  in  these  same  programs, 
had  to  bo  turned  away.  Their  collective  unmet  financial  need  amounted 
to  approximately  $2.25  million  if  we  assumed  they  would  bo  funded 
atthe$376leveh  .  „ 

This  is  not  atypical.  In  Denver,  the  Community  College  of  Denver 
witli  approximately  7,300  students  awarded  its  578  students  an  aver- 
age stun  of  $454 111*1971-72.  They  turned  away  263  students  because  of 
the  lack  of  funds.  .    ^„     .   ^  . 

Mount  Hood  Community  College  in  Oregon  could  not  serve  more 
than  800  students  who  qualified  for  their  federally  financed  aid 

^^^Tlu^ie^examples  show  that  the  federally  financexl  aid  to  students  has 
increased;  or  although  it  has  increased,  it  does  not  cover  all  of  the 
eligible  costs.  So  to  help  fill  the  gap,  some  States  have  initiated  their 
own  programs  of  aid  to  students.  .  . 

Since  1971,  my  home  State  of  Texas  has  required  community  col- 
leges to  alee  25  cents  out  o  fevery  tuition  dollar  aiul  place  it  in  a  fi- 


this  area.  .  ^  ,      .      «         »  • 

Onv  second  reason  for  sui)portinii:  "cost  of  education  allowance"  is 
that  it  will  hdp  to  keep  tuition  cost's  tinder  control.  This  is  important 
not  onlv  for  the  low-income  family  but.also  the  middle-mcome  fainily 
and  particularly  the  large  mass  of  sttidenis  who  find  themselves  want- 
ing to  return  to  school,  wanting  to  come  back  to  school,  yet  who  are 

not  eligible  for  student  Hnancial  aid,   ,  , 

I  might  disgress  and  indicate  that  on  the  boolcs  we  have  aid  to  half- 
time  students  which  has  never  l)een  funded. 

Wo  find  it  difficult  in  the  increase  of  costs  not  to  justify  an  increase 
in  tuition.  However*  if  these  costs  continue  to  increase  much  beyond 
their  current  level,  I  think  all  of  our  students  will  be  priced  out  of 
the  postsecondary  education  market.  A  recent  repoij  by  the  College 
Entrance  Examination  Board  shows  that  the  cost  of  higher  education 
to  students  has  been  increasing  markedly  in  recent  years.CEEB  re- 
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ports  that  the  uveriigo  cost  of  commuting  students—approximately 
80  or  90  percent  of  our  institutions  are  commuter  students— for  1974- 
75  is  projected  to  be  $1,922.  This  incUtdes  $«88  for  transportation  $519 . 
for  personal  expense,  $778  for  living  costs,  $287  for  tuition  and  fees. 

The  2-year  public  college  sector  has  experienced  a  jyreater  increase 
tluin  any  other  level  in  hi^lier  edU(?ation.  Althoujrh  the  2-year  coin- 
nunuty'ooUege  is  still  tlie  Nation's  best  educational  bargain,  the  fact 
is  that  tuition,  out  of  necessity,  has  increased  70,8  i)ercent  since  1970, 
whikvthe  total  educational  buclget  for  commuting  students  at  2-yoar 
colleges  has  increased  MA  percent  in  the  same  period. 

We  feel  that  the  cost  of  educational  allowances  are  needed  to  s£op 
or  at  least  retard  this  trend. 

Tliirdly,  we  are  facing  in  community  colleges,  as  with  most  insti- 
tutions, whether  they  be  social  service  agencies  or  business  or  industry, 
an  inflationary  crunch. 

Tuition  and  fees,  Avhich  is  a  portion  of  Federal  student  aid  that  the 
colleges  receive,  does  not  begin  to  im))act  the  colleges'  operating 
biulget,  cnen  including  recent  increases  in  student  financial  aid;  the 
portion  of  Federal  support  to  eommunity  colleges  has  not  increased. 

In  fact,  in  197B  in  a  study  I  laid  out  in  my  prepared  testimony, 
Federal  aid  has  decreased  rather  than  increased  in  the  last  3  years. 
It  is  significant  to  note  that  in  1908-09,  2-year  institutions  received 
14.2  }]evcent  of  their  income  from  tuition  and  fees. 

It  is  of  interest  to  note  that  my  own  district,  Dallas  Count;i,^  Com- 
munity College  districts  in  1973  received  14.1  percent  of  its 'income 
f i'otn  tuition  and  fees.  In  an  effort  to  keep  tuition  costs  down,  we  have 
had  to  rely  more  heavily  on  other  resources. 

The  following  patterns  in  the  testimony  lay  out  some  very  interest- 
ing tlungs  to  me.  One  of  the  prior  witnesses  indicated  support  for 
the  (larnegie  Commission  report,  that  tuition  should  achieve  the  one- 
thi  i*d  balance  or  one-third  of  the  cost. 

In  our  district,  it  is  10  percent  or  less.  "We  hope  that  we  will  be  able 
t()  maintain  tluit  10  percent  or  less.  In  other  districts,  we  find  similar 
situations^  Jn  St.  Louis  districts,  for  example,  tuition  and  fees  ac- 
count for  25  percent  of  its  budget. 

Hut  in  St.  Louis  there  has  been  no  tax*increase  since  1971.  Yet,  in. 
St.  LouiSv  the  cost  of  educating  a  student  has  risen  from  $L200  in* 
1970-71  to  a  projected  $1,434  for  1974-75.  That  is  a  19.5-percent 
increase. 

lUirlington  County  Community  College,  next  rear,  is  projecting  a 
$L038  cost  of  educating  a  student  with  a  tuition  of  $850  or  approxi- 
mately 20  perce!it  of  the  actual  cost. 

Note  that  to  date  no  matter  how  the  funding  source  pic  is  sliced* 
tlu^  Federal  share  remains  constantly  small.  Inflation  for  us  has  forceil 
us  into  a  posture  of  having  to  decide  whether  or  not,  like  business  and 
industtT,  we  have  to  pass  part  of  our  increase  in  operating  costs  onto 
the  ronsumer.  the  stUflent. 

Tlie  city  of  Chicago  recently  decided  to  charge  tuition  to  community 
college  students  for  the  first  time.  Chancellor  Shabat  of  Chicago  will 
h\  hm  tomorrow  to  discuss  this  with  you.  This  leaves  California  and 
the  commiuiity  colleges  of  the  city  of  Kow  York  as  the  only  com- 
munity college  systems  wliere  iio  tuition  is  charged.  These  charges 
haye  been  made  out  of  necessity. 
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We  ask  the  Question ;  Where  do  the  acUUtioual  funds  come  from  and 
^vl^reS  tSeyTcTme  from?  We  don't  thuUc  that  the  tui  ion  mci^^^^^^^ 
is  the  answen  Tlie  inflationary  situation  has  jausod  us  to  reasses 
where  we  are  in  terms  of  provid  ng  lowrincomo  ±fj"^li«f,^r^"^^^^^^^^^ 
Son,  low  cost,  and  any  other  ad  ective  you  would  want  to  puj  theie 
to  s4  iTtliS^  nnU-o  some  ways  that  we  can  provide  and  continue  to  pvo- 
viflonuftlitv  education  without  a  tuition  increase.  , 

Some  Si(S  £  tliat  if  the  increase  charges  ai;e  passed 

on  to  L  co^^^^^^^^  expect  the  students  to  pay  more,  this  may 

simpiri«?  e^^^^^  to^ho  point  where  only  the  rich  can  avuil 

''St^^'iS^^^^  even  all  of  those  notentially  eligible 
for  Sudeit  aid  in  fact  receive  it  due  to  the  lack  ^^^^^^^  J  wou^^^^^^ 
remiss  if  I  didn't  ment  on  the  middle  income  as  being  one.  With  the 
middle!inco^ne  st^^^^^^^^  the  family  budgets  are  feeling  the  cc^fc  squeeze 
T m  b  em  as  great  as  anyone  else,  tov  them,  education  may  become  an 
SXfnablf  luM^     especially  if  low-cost  educational  opportunity 

-^«?i&S^^^^    the  Financing  of  Ppstse^^^^^^^^^ 
cation  estimates  that  for  every  $100  increase,  m  tuition  3  percent  of 
potential  postsecondary  students  opt  out,  being  unable  to  afford  the 

'"^Sve^^^^^^^^^^^^^  study-I  believe  AASCU  put  it  in  your 

recoM-Lsteci  reactions  at  two  IVisconsin  State 
that  each  $100  decrease  in  tiiition  can  bring  an  increase  of  between  4.b 
norcent  and  12.2  percent  in  enrollment.  ,  . 

Lowering  the  tuition  becomes  a  very,  very,  attractive  thing  for  .in- 
dividuals who  camiot  afford  to  pay  thehiffh  tuition.         ,  ,  „ 

I  want  to  make  an  assertion,  one  which  may  be  contrary  to  an 
opinion  held  by  some  analysts  of  higher  f^^'^tion  finance,  mclujn^ 
tie  present  administration.  I  persona  ly  do  not  believe  that  a  policy 
which  almost  forces  postsecondary  education  to  borrow  heavily  foi 
their  education  is  a  wise  policy.  It  should  be  an  alternative,  but  should 
not  be  the  only  program  by  which  middle-mcome  persons,  for  example, 

"^*It  g?b  evl^iHno^e  tragic  if  we  force  a  low- income  person  into  the 
loan  situation.  For  most  students,  loans  do  not  equal  educational  op- 
poi'tunitv  or  they  represent  an  unequal  financial  burden. 

Finallv,  the  cost  squeei^e  certainly  risks  the  program  quality.  If 
there  is  a  theoretical  or  actual  limit  beyond  which  student  costs  should 
not  riKo,  and  if  State,  local,  and  FGdernl  soiu'ces  of  supnort  do  not 
increase,  but  costs  to  institutions  contmtie  to  rise,  something  has  to 

^'*Thero  is  a  myth  that  has  been  perpetuated  that  views  such  programs 
as  tutoring,  peer  counseling,  developmental  studies,  reading  and  writ- 
ing laboriitories  as  "extra"  services.  For  the  comprehensive  community 
rol^effc,  those  Services  are  an  integral  part  of  its  instructional  prograni. 
In  oi'dpi-  to  insure  that  the  "open"  door  does  not  become  a  "revolving' 
dr)oi',  such  services  are  essential.         .        ,  .^  » ^^  c^l 

1  would  be  remiss  if  I  did  not  mention  tlint  the  success  of  the  first 
VCOL  (veterans  cost  of  instruction)  program  is  beginning  to  untold, 
and  I  understand  Congress  is  currently  considering  this.  We  support 
continuation  of  this  program.  We  would  support  tlie  clianges  that  were 
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S .«  SS,     testimony  yesterday.  Wc  feel  that  we  nre  boginniiiff  to  reap 
ifi'^'i  t «o«t.of-oclucation  allowance  program  thatlielps  us 
to  provide  better  service  to  Veterans.  We  think  that  the  extra  seJvice, 

fn^?ffiff?nn'iJ^*  T'^^'^'.^'^'P  are  basic  to  ou^ 

institution  certainfy  can  be  expanded  and  aided  in  this  way. 

Uthor  areas  oi  program  quality  may  have  to  give  as  well  in  addition 
to  tlie  extra  service.  Commimity  and  unior  colTeges  strong  v  stress  on 
?SXteT,i?rf ''^''f  t  ain  St  idonts  for  the  job  m&tSiZ 
n  "''/"^  ^^'""'''^^  ''^^evant  to  the  students/ 

f)  J?  Occupational  programs  are  much  more  costly  to  operate 
1  nT«S£"^?^  ""'^'^Ti''  pi'ograms.  This  is  especially  triie  in  the  cap- 

ih«  S  ?  "Si"'^?'''^  H''  '"^'^  '^'^"We  must-fimd  not  only 

the  initial  outlay  for  such  equipment,  but  face  the  problem  of  obso- 
^'ep^acement  of  outdated  equipment.  Stiinod  to  ?he  h  It, 
!Ilu  ¥f  "'''^  ."^!»'^°  inadequate  equipment  and 

^"'i  lMvould  assist  in  this  problem  area. 

V  '"'^^  "^'^^^^  recommendations  of  the  National  Council 
Jnd  Sr^^i^''^^^'"^  Association  of  (^ommSy 

and  Junior  Colleges  put  before  this  committee.'  the  proposed  cost  of 

riSvffT' T/i''^  '''^^\  institutions  that 

VorinnJ  f  f     ""'A?*  ^'{^^f'""^  V'^-  approach. 

w  i?*^^^?^?'^*  \°  students,  you  get  paid  for  it,  that  is,  the 

l  'T^^  tfiat  service  federally  aided 

students  and  in  so  doing  give  their  support  to  the  Federal  requirement 
ot  equal  access  to  postsecondary  education. 

ii.iSl'^'^wS  Congress  has  mandated  through  the  Office  of  Education 
ui         A      '^^T^''  Commission,  National  Aeronautics 

and  Space  Achnmtstratiou.  NIH  and  the  National  Science  Foundation, 
.<?ome  of  the  major  programs  that  have  given  institutions  the  cost  of 
education  allowance  to  defray  institutional  costs  under  Federal 
scholarship  programs  similar  to  ,tho  prior  witness  discussion  that  this 
has  been  practiced  prior  to  this;  therefore,  this  approach  does  rccoff- 
tJiat  educating  qn  individual  costs  more  than  tuition  or  the 
amount  that  student  stipends  allow. 

We  are  recomuHnKling:  a  change  in  title  lY.  subpart  n.  Instead  of  the 
current  complex  formu  a  which  will  confuse  even  the  most  sophisti- 
cated computer,  we  would  suggest  a  revision  that  would  place  a  simple 
«"d-f>h  to  Federal-hnanced  aid  i>rograms. 

Ihe  add-on  would  be  in  the  form  of  a  percentage  of  total  student- 
financed  aid  includiiig  BEOG's,  SFOCt's/ndSL's",  and  cXge  wo4 
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the  students. 

♦This  is  not  a  new  approach  iior  is  it  a  departure  from  past  national 
pi'actices.  We  are  strongly  ui'gmg  that  the  cost  of  education  for  these 
students'  financial  aid  programs  follow  the  pwicti«»  approved  !)v  Con- 
gress foi'  so  many  years  arid  for  a  large  number  of  other  student  aid 
programs. 

We  are  recommending  that  we  begin  here,  in  terms  of  providing  the 
cost  of  education  allowance  and  we  hope  eventually  that  we  might 
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begin  to  talk  about  total  onrollnu^nt)  pev  capitation  or  otlier  forms* 
But  this  is  a  bogihninif. 

The  meinbership  of  thft  National  Coun(*il  for  Resource  Development 
has  as  its  focus  providing  information  for  all  conununity  and  junioi* 
colleges  on  means  of  garnering  educational  resources  in  oixler  to  carry 
out  the  mission  of  these  colleges.  It  is  their  view,  as  it  is  the  view  of  the 
American  Association  of  Connnunity  and  Junior  Colleges,  that  finan- 
cing education  is  a  joint  venture,  winch  involves  maximizing  resources 
from  all  areas  of  support— community,  governmental,  and  instltu- ' 
tional,  in  order  to  insure  that  the  student  has  the  opportunity  to  achieve 
his  educational  goals. 

I  begin  this  statement  with  a  quotation  from  Congress  and  the  act 
that  was  passed,  H.R.  69,  and  I  will  conclude  it  with  Another,  this  on6 
going  bacic  to  1965.  The  original  purpose  of  the  Higher  Education  Act. 
enacted  in  that  year^  was  to  "strengthen  the  educational  resources  ot 
our  colleges  and  universities  and  provide  financial  assistance  for  stu- 
dents in  postsecondary  education.'^ 

It  is  notewortliy  that  in  the  beginning  the  stren^^th  of  the  colleges 
and  universities  held  equal  billing  with  the  provision  of  financiaras- 
sistance  to  students.  In  this,  Congress  showed  the  great  insight  that 
strong  institutions  are  needed  if  strong  and  effective  education  are  to 
be  -provided. 

We  'feel  that  the  Federal  share  has  not  kept  pace  with  its  stated  com- 
mitment, but  that  it  has  been  left  to  other  resources  to  take  up  tlie 
slack*  The  cost  of  education  allowances  we  advocate  todav  would  bring 
the  Federal  Government  strongly  and  firmly  into  the  Nation^s  joint 
educational  venture. 

.  I  might  add  that  if  you  take  a  look  at  the  recent  studies  that  have 
corne  forth,  States  have  increased  their  commitment  or  at  least  main- 
tained their  level  over  the  past  decades.  Our  concern  is  that  we  moA*e 
quickly  in  increasing  the  Federal  share  of  this  commitment  to  provide 
access  and  opportunity. 

Mr.  O'Haua.  Thank  you  very  much. 

Mr.  Benite/.,  any  questions  ? 

Mr.  BKVi'm.  I  agree  fully  with  the  Doctor's  position  and  I  think 
he  made  an  excellent  statement.  I  have  no  questions. 
Mr.  0'Ha«a.  Thank  you.  Mr.  Dellenback. 

Mr.  Dku.kxuack.  On  i)age  5  of  what  is  a  very  well-prepared  st^ite- 
ment,  Di'.  Leo.  you  talk  in  terms  of  not  believing  that  a  posture  which 
almost  forces  postsecondary  education  students  to  borrow  to  f urtlier 
their  education  is  a  wisc>  posture. 

I  would  agree  with  the  idea  that  really  gets  some  consistent  wording 
because  an  individual  or  pair  of  individuals  that  marry  end  up  with 
tromendous  loans*  so  they  are  in  trouble. 

I  am  not  sure  T  read  you  as  suggesting  that  we  therefore  do  away 
with  Federal  U>an  programs? 

Dr.  Lko.  Koj  1  indicated  this  woukl  be  an  alternative.  It  should  be 
simply  an  altet'llUtive*  It  should  not  be  the  only  avenue  available  for 
middle-income  students. 

Mr.  DiJLt.i^xiiACiCi  Isn't  that  already  the  case  ? 

Dr»  Ltio.  No. 

Mr*  DiiLUiNBACK.  If  we  stai*t  from  the  pi*emise4  whether  we  like  it  or 
'  not,  that  they  are  in,  as  well  as  one  of  the  institutions,  where  there 
are  only  so  many  Federal  dollars  and  we  have  to  balance  them  off,  and 


if  we  are  goijig  to  use  sucli  dollars  in  one  place,  then  they  are  not 
available  for  use  in  other  phices,  subject  to  certain  fluctuations;  but 
flexibilities  are  not  enough. 

Now^  would  you  suggest  that  we  take  the  present  loan  programs  and 
use  the  dollars  that  are  in  those  loan  pvo^^ranis  for  either  cost  of  edu- 
cation allowance  or  for  increased  student  aid  ? 

Dr.  Lko.  I  would  move  toward  the  increase  iu  student  aid,  per- 
sonally. 

Mr.  DmKNBACK.  Away  from  the  loan  ? 

Dr.  Lko.  Yes.  In  college  work  study  programs,  BEOG  and  SEOG. 

Mr.  Dellbnback.  Now  in  another  portion  of  your  testiniony,  when 
you  talk  about  the  formula  you  would  propose,  calculating  cost  of 
educational  allowance  as  a  simple  add-on,  you  talk  then  in  terms  of 
BEOG,  NDSL.  and  college  work  study. 

Dr.  Leo.  Kight. 

Mr.  Dellenuack.  Would  you  include  veterans*  allowances  or  would 
you  include  social  security  payments  for  education  in  that  calcula- 
tion? 

Dr.  Leo.  I  think  as  a  beginning  we  should  stick  to  the  basic  Federal 
programs  for  education  specifically  that  are  outlined  in  the  legislation. 

I  think,  as  you  know,  we  have  approximately  what  now,  14  other 
kinds  of  assistance  programs,  the  Law  Enforcement  Administratibn 
tln*ough  Health,  Social  Rehab  j^c^rvice,  the  whole  number, 

Mr.  Delujxiuck.  As  a  matter  of  fact,  we  found  -when  tlio  National 
Commission  was  studying  this  we  Inid  almost  400, Federal  programs  of 
one  sort  or  another  in  the  field  of  postsccondai7  education,  but  I  ttirn 
to  these  two  in  particular  because  anybody  who  looked  at  the  relative 
dollar  weights  is  aware  of  the  immense  amount  of  money  that  comes 
to  the  veterans*  aid  and  social  security  aid  and  these  are  really  sur- 
prisingly large  amoivnts. 

But  you  would  suggest  staying  with  tliese  programs? 

Dr.  Leo.  Yes;  as  long  as  tlie  VCOI  legislation  remains  in  force. 

Mr.  DemjENIuck.  You  know,  I  liave  great  rfespect  for  and  am  a 
great  backer  of  community^  aiid  junior  colleges.  I  think  what  is  in- 
volved in  tliese  institutions  is  one  of  the  major  hopes  for  tomorii^ow. 

We  appreciate  your  testimony  and  appreciate  your  being  hero  and 
sorry  it  has  to  bo  so  short.  Thaiik  yoti,  Mr.  Oliairman. 

Mr,  O'Haua.  Thank  you,  Mr.  Dellenbacki  Dr.  Leo,  those  bells  of 
course  are  summoning  us  to  tlie  House  Cluimber  and  I  am  l6oking 
forward  to  having  an  opportunity  to  ask  you  a  few  questions  in  f ormii 
luting  this  later  on,  so  I  will  not  direct  questions  to  you  now,  but  1  do 
appreciate  your  testimony  and  tlie  input  you  have  made  to  tlie  com- 
mittee. 

The  committee  will  meet  again  tomorrow  hiorning  at  10  o'clock  in 
this  room.  We  ai'e  going  to  hear  tomorrow  from  a  panel  of  outstandin/jf 
educators  and  exjohomists  on  the  critical  topic  of  low  tuition  nnd  tui* 
tion  levels  and  their  effect  upon  attendance  and  upon  facilities  of  tlie 
three  income  groups,  so  we  are  going  to  have  a  panel  discussion.  1 
tliink  you  will  find  that  very  interesting, 

Thank  you  very  nnich.  The  subcommittee  will  now  stand  in  adjou 
mcnt  until  tomorrow  morning, 

[Wlicreupon  at  IQiJiO  p.m.4  the  subcommittee  adjourned,  to  vmm* 
vene  the  following  day,  Wednesday,  June  19, 19?4,  at  10  a.mO 
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House  op  Rkprksbntatives, 
Spkciat^  SuBcoMMirrEK  On  Education, 
CoMMm'EE  ON  Education  and  Laboh, 

The  subcommittee  met  at  9:50  a.m.,  pursuant  to  notice,  in  room 
2261,  Raybnvii  House  OfHce  Building,  Hon.  James  O'Hara  presiding. 

Present :  Representatives  O'Hara,  Dellenback,  and  Ijelnnan. 

Staff  present:  Jim  Harrison,  staff  director,  and  Elnora  Teets,  clock'. 

Mr.  O'Haha.  The  Special  Subcommittee  on  E<lucatioii  will  conie 
to  order. 

Today  the  hearings  will  constitute  a  panel  discussion  on  the  very 
important  issue  of  tuition  levels  as  they  affect  and  relate  to  student 
linancirtl  assistance.  I  propose  tluit  we  take  the.prepared  statements 
from  three  distinguished  institutional  heads.  President  Paul  Bragdon 
of  Reed  College,  Portland,  Oreg. ;  President  Willard  Boyd,  tTnivei'sity 
of  Iowa}  and  Chancellor  Oscar  Shabat  of  the  City  College  of  Chicago. 

When  tlieae  gentlemen  have  presented  their  statements,  the  Chair 
will  ask  for  comments  by  two  outstanding  students  of  the  economics 
of  postsecondary  education,  Drs.  Oarol  Van  Alstyne  of  the  American 
Council  on  Education  and  Robert  Haitman  of  the  Brookings  InstitUr 
tion,  Then  we  will  turn  to  questions  by  members  of  the  subcommittee.  • 

President  Bragdon,  let  us  hear  from  you  first. 

STATEMENT  OF  PAtIL  E.  BRANDON,  PRESIDENT,  REED  COLLEGE 

Air.  BiuoDON.  Mr,  Chairman,  I  am  president  of  Reed  College,  a  small 
nonsectarian,  independent  liberal  arts  college  located  in  Portlrtnd, 
Oreg.  1  am  also  the  elected  chairman  of  the  Oregon  Independent  Col- 
leges Association,  made  up  of  16  independent  colle^»es  and  univei*siti('S 
of  varying  si;«es,_  some  sectarian,  some  nonsectarian,  with  different 
missions  and  serving  different  constituencies. 

The  views  expressed  this  morning  are  ihy  own,  however,  and  no*- 
necessarily  those  of  the  sponsors. 

It  may  not  seem  that  way  at  lirst  glance,  tout  colleges  and  universi- 
ties, and  the  men  and  women  who  work  there*  have  much  in  common 
these  days  with  the  Congress,  and  the  meii  and  women  who  work  here. 
And  I  don't  mean  that  a  lot  of  talk  is  associated  with  both  places  and 
both  sets  of  people. 

Both  institutions  and  the  people  associated  with  them  are  subject  to 
Bevm  criticism  from  within  and  without,  and  both  have  suffered  a 
loss  in  public  confidencej  so  the  polls  and  our  sensitive  ears  tell  us. 
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\  Pei'sonally,  I  am  ivgainsfc  luu'ciisoiiable  expuctations  of  our  institu- 
tions, and  in  favor  of  accountability  and  recognition  tliat  institutions 
peopled  by  human  beings  are  indeed  fallible.  Skepticism,  however, 
should  not  keep  the  public— or  ourselves— from  recognizing  other 
basic  facts,  For  instance,  consider  a  partial  list  of  the  matters  Uiat  are 
or  will  be  before  the  Congress  in  one  form  or  another,  and  which  will 
be  high  on  the  agenda  for  the  Natioii  in  the  years  ahead ; 

^  What  do  we  do  about  the •interruvtional  monetary  system?  Interna- 
tional trade?  TJie  developing  nations?  The  growing  gap  between  tlie 
have's  and  the  have-not's  ? 
What  do  we  do  about  inflation  ? 

How  do  we  reconcile  energy  and  ecology?  Poverty  and  the  need  for 
productivity  with  preservation  of  tlie  environment? 

What  do  we  do  about  proliferation  of  ruiclear  weapons  ? 

What  do  we  do  when  the  work  force  has  great  expectations,  but  the 
nuinber  of  persons  with  special  training  exceeds  the  number  of  mean- 
ingful jobs? 

^  And  so  on  and  so  on.  I  conclude  that  there  are  no  easy  answei-s  to 
these  prpb  ems  and^  all  of  the  others  left  unmentionecl.  Doctrine, 
dogma,  tashionable  ideas  ot  the  moment,  fitful  media  attention,  good 
intentions  by  themselves—none  will  serve  us  well  enough.  The  .fact  is 
that  our  best  hope  lies  with  highly  educated  men  and  women—men 
and  women  whose  soft  hearts  are.accompanied  by  tough  ml nds. 

And  our  colleges  and  universities  are  our  best  resource  for  providing' 
these  men  and  women.  We  should  appreciate  the  fact  that  we  have  an 
unmatched  system  of  higher  education.  ■ 

As  President  Martin  Meyerson  of  the;  University  of  Pennsylvania 
put  it  J 

The  fltwdetit  wlio  wishes  to  deal  with  otnefglnR  lu'oblpins,  not  only  of  nntnml 
selt-nces,  hut  also  of  social  ami  i)syeholo«lcal  bohavior,  of  llngitlstiofj,  of  nietliclne, 
of  econohieti'Ica,  of  the  cultures  of  the  iloveloping  countries,  and  of  subjocts  such 
m  the  visual  nvts,  can  find  tnore  stitnulus  in  the  Amerlcim  colleKo  or  UfUversitv 
tlian  any  whore  else  in  the  world.  »i»v«?ihuj 

While  creating  this  matchless  system,  we  as  a  society  have  acted  to- 
provide  places  to  met  tlie  demands  of  population  growth  and  to  widen 
the  access  routes  to  educational  opportunity.  No  society  on  earth,  now 
or  in  the  past,  has  attempted  to  provide  the  places  at  the  postsecondary 
level  for  so  large  a  part  of  the  population  and  to  open  so  wide  the  doors 
to  educational  opportunity. 

With  the  task  of  providing  new  places  accomplished,  higher  educa- 
tion IS  evolving  into  a  system  of  postsecondary  education,  including  a 
range  of  progranis  and  experiences  utilizing  the  resources  of  public 
and  independent  institutions  of  higher  education,  progranis  of  vary- 
ing lengths  and  purposes  associated  with  these  institutions  and  pro- 
grams  available  through  propru>tary  schools,  industrial  training  cen- 
ters, and  other  educational  facilities. 

The  prospect  is  for  even  more  options  and  alternatives  for  men  and 
women  at  different  stages  of  life.  The  yeai-s  ahead,  whatever  they  may 
have  in  store  for  institutions  pressed  by  high  costs,  limited  resources, 
and  competition  for  students,  are  likely  to  be  golden  ones  for  students 
of  all  ages. 

So  we  have  diversity,  mialitv.  and  widening  access.  An  e.\t>Hndin}V 
number  of  options  and  alternatives.  A  prime  resource  for  producini^ 
men  and  women  equipped  to  sustain  society  and  to  attack  its  problems! 
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I  would  think  tlie  cm  fov  liighof  education,  ov  postsecondary  ednca- 
tion,  ftnd  for  supporting  it,  is  proved.  I  would  like  today,  tlien,  to  dis- 
c\m  three  other  issues :  Fii-st,  do  we  wislv  to  maintain  our  diverse, 
pluralistic  system  of  higljer  education  wilili  a  liealtliy,  viable,  indeiMsndr 
ent,  or  private  sector?  .    ,.    .  , 

Second,  are  we  continuing  to  accept  as  a  basic  objective  that  eacli 
citizen  sliould  be  able  to  choose  tlie  educational  experience  appropriate 
to  him  or  her  regardless  of  where  the  person  comes  from  in  American 
society?  .    «  .  . 

And  thirdj  assuming  tlie  answer  to  the  first  two  questions  is  yes, 
what  are  the  implications  for  public  policy? 

Let  me  say  straight  away  tliat  all  of  the  rhetoric  and  most  of  the 
pieties  are  strongly  and  warmly  supportive  of  diversity,  pluralism, 
and  a  strong  private  sector.  It  would  be  the  rare  dissenter  who  would 
say  bluntly  tliat  no,  indeed,  he  wants  1  system  or  50  systems,  1  bu- 
reaucracy or  50  bureauracies,  1  monolith,  1  funding  source,  or,  50 

And  yet  events  and  public  policy  belie  the  warm  rhetoric  and  solemn 
l)ieties.  and  begin  to  bring  about,  probably  nioi-e  by  accident  than  de- 
sign, tlie  world  cherished  by  our  nameless  dissenter;  the  plain  fact  is 
that  unless  a  conscious  decision  is  made  to  preserve  and  nurture  the 
independent  sector,  it  will  be  phased  out—and  the  only  survivors  ul- 
timate) v  will  be  Harvard  and  other  institutions  with  endowments  ap- 
proximating that  university's  $1.25  billion. 

Most  would  subscribe,  also,  to  the  view  that  a  student  should  have  a 
maximum  freedom  of  choice  among  the  institutions  appropriate  for 
him  or  her.  In  fact,  freedom  of  choice  becomes  more  and  more  circum- 
scribed. Reed  College,  with  an  unusually  small  endowment,  both  com- 
t)ttratlvely  and  for  the  quality  of  the  educational  program  It  offers, 
and  consequently  with  limited  financial  aid  funds,  now  has  numerous 
applicants  who  wish  to  come  to  the  college  but  go  elsewhere.  I  don't 
know  how  many  are  discouraged  from  applying  in  the  first  instance. 

Many  enrolled  students  doing  well  academically  denait  reluctantly— 
or  face  the  prospect  of  paying  off  very  substantial  loans  over  a  long 
period  of  their  working  lives.  Judging  by  the  alumni  body,  Reed  has 
done  particularly  Well  by  highly  motivated,  upwardly  mobile  young 
men  and  women,  many  from  middle-class  homes  in  Portland  and  Seattle 
and  the  smtill  towns  of  the  Pacific  Northwest.  As  president  of  the 
college,  I  am  deeply  disturbed  at  the  increasing  difficulty  We  have  in 
bringing  similar  students,  and  those  from  even  le^is  advantaged  homes, 
toRcedtodav.   .  ^ 

Incidentally,  we  have  been  so  concerned  about  this  situation  that 
we  have  set  up  a  special,  but  necessarily  limited,  scholarship  program, 
funded  by  the  Charles  E.  Merrill  Trust,  directed  at  this  audience.  The 
result,  wiilch  Is  that  our  applications  have  Increased  sharply,  confirms 
the  attractiveness  of  the  college  and  tends  to  show  that  Reed  and  her 
sister  colleges  would  do  well  in  a  reasonably  competitive  academic 

structure.  .  ,  , .        .  .        \.  « 

The  single  most  important  factor  working  against  continuation  of 
our  dual  system  in  higher  education  and  circumscribing  freedom  of 
choice  Is,  of  course,  the  cost  structure  In  higher  education.  As  you  well 
know,  costs  In  both  sectors  of  higher  education  have  risen  at  a  rate 
greater  than  the  lnfiatlona).*y  rate. 
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In  pttvt,'  the  added  costs  reflect  new  couimitmouts,  now  pvogi-ams, 
particuli^rly  in  the  public  sectoi'.  In  part,  tliey  represent  expenses  im- 
posed by  public  policy:  for  example,  increased  social  security  taxes, 
Most  sigmficantly  the  cost  increases  parallel  those  in  other  labor  in- 
tensive areas  of  our  society;  for  example,  the  performing  arts,  iriuuici-. 
pal  government,  health  care. 

Thus  far  there  has  been  no  new  technology  comparable  to  that  em- 
ployed in  manufacturing  enterprises  to  increase  productivity,  thereby 
reducing  the  effect  of  increased  costs. 

Faced  with  these  increases  the  States  have  boosted  appropriations  to 
the  public  institutionsj  thereby  holding  down  the  price  to  the  student 
through  taxpayer  tuition  subsidies.  The  laudable  effect  of  this  policy 
has  been  to  assure  students  of  at  least  one  type  of  postsecondary 
education.      ■  ■ 

Meanwhile,  the  independent  institutions,  faced  with  analogous  cost 
inci-eases,  have  been  forced  to  increase  the  price  paid  by  the  student 
or  the  i)arents.  The  unfortunate  effect  of  this  mandatory  policy  has 
been  to  increase  the  gap  between  the  charges  of  the  public  iiistitutions 
and  the  independent  institutions;  that  gap  was.  on  the  average,  $500 
in  1987,  which  was  a  competitive  difference.  This  year  it  is  $1,800  on 
the  average  and  no  end  is  in  sight.  ' 

As  Dr.  Allan  M.  Cartter  has  pointed  out,  it  is  not  at  all  unusual  for 
a  State  enterprise  to  exist  side-by-side  and  compete  with  private  enter- 
prise. The  French  automobile  industry,  as  Dr.  Cartter  not«d,  has  this 
characteristic.  No  one  has  suggested,  however,  that  the  Renault  be 
given  away  free  or  sold  at  a  substantial  discount  through  taxpayer, 
subsidies  while  the  Peugeot  is  sold  at  full  price.  If  such  a  polioy  were 
in  effect,  how  many  people  would  elect  to  purchase  the  Peugeot  ? 

If  the  gap  in  prices— not  costs—is  too  great,  how  many  would  elect 
the  Peugeot  even  among  those  who  believe  the  automobile  has  dis-  " 
tinctive  features  which  make  it  preferable  or  which  meet  the  indi- 
vidual's particular  needs  ?  I  don't  wish  to  press  the  commercial  analogy 
too  far.  The  public  and  private  sectors  in  higher  education  are  bbtli 
nonprofit  and  are  partners  in  public  service. 

The  point'  is  that  the  dual  price  structure  in  higher  education  does 
not  i-eflcct  the  cost  differential  fully  and  cnyrentlv  works  to  the  great 
detriment  of  the  independent  colleges— and  to  the  detriment  of  the 
preservation  of  our  dual  system  and  freedom  of  choice  for  students. 

If  the  rhetoric  in  tji'ftise  of  diversity,  phiralism,  and  viable  private 
sector  is  to  be  carried  into  practice,  if  the  objective  of  freedom  of  choice 
for  the  student  is  actually  to  be  pursued,  the  growing  gap  between 
what  it  costs  to  attend  a  public  institution  and  what  it  costs  to  attend 
a  private  college  or  university  has  to  be  narrowed.  And  I  did  say  "nar- 
rowed," not  "eliminated." 

The  independent  instittitions  should  continue  to  rely  on  philanthropy 
as  a  significant  source  of  support— and  hope  that  the  Congress  in 
moving  on  tax  reform  does  not  eliminate  legitimate  incentives  for  giv- 
ing, along  with  abuses  and  loopholes.  We  at  Reed  College  have  re- 
doubled our  fundraising  efforts,  and  the  results  indicate  a  healthy  in- 
terest in  supporting  the  institution. 

In  recommending  means  t,o  narrow  the  tuition  gap,  I  am  mindful 
of  the  lonjjstanding  j^ractiee  and  tradition  that  basic  responsibility 
for  education  rests  with  the  States,  and  the  usual- Federal  policy  of 
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not  distiiiguisliing  botwoen  public  and  priviite  institutions  in  t'upport 
programs.  , ,  , 

I>BrsoiiaUy,  I  tend  to  favor  State  programs  of  support  which  ac« 
company  the  student.  Thus,  I  would  prefer  more  generous  need-related 
State  Scholarship  programs,  with  the  possibility  of  adding  cost-ot- 
education  allowances  to  them  to  sustain  the  institutions  servmg  the 
students.  .    .    .  i 

Other  possibilities  are  the  New  York  program  of  nistitutional  sup- 
port on  a  formula  basis  now  accompanied  by  a  generous  need-based 
scholarship  program,  or  the  contract  services  approach  in  effect  m 
Oregon  and  elsewhere. 

The  Federal  Government  could  contribute  significantly  to  the  de- 
velopment of  State  scholarship  programs  by  increasing  substantially 
both  the  authorisjation  and  appropriation  for  the  State  student  in- 
centive grant  program,  thereby  encouraging  States  without  such  pro- 
grams to  embark  on  theni,  and  States  with  them  to  enrich  them. 

TTnder  the  existing  pattern  of  Federal  legislation,  I  believe  recog- 
nition should  be  given  to  the  impact  of  the  provisions  of  the  Pligher 
Education  Act  of  1972  which  substantially  expanded  the  number  of 
institutions  eligible  under  the  various  student  a  id  progf  ams.  , 

The  extension  of  eligibility  should  be  accompanied  by  an  increase 
in  appropriations  for  things  like  the  SOG  and  the  work-study 
program. 

Finally,  should  the  Congress  see  fit  to  continue  the  BOG  program, 
the  program  should  be  thoroughly  examined  and  probably  amended 
to  include  middle-class  families}  the  income  ceiling  ?ind  limits  on 
grants  should,  in  my  opinion,  be  revised.  Under  the  current  BOG  pro- 
gram, the  appropriations  should  be  increased  to  permit  grants  at  the 
statutory  maximum.  . . 

I  appreciate  the  opportunity  to  sharing  my  thoughts  with  you.  Of 
necessity,  I  have  spoken  from  the  perspective  of  the  private  college. 
In  doing  so.  I  would  not  want  it  thought  that  I  am  unaware  of  the 
service  of  otlier  sectors,  or .  *!  the  significance  of  their  programs. 

Further  and  finally,  I  would  see  no  service  to  the  public  interest, 
•  which  is  the  concern  of  all  of  us  gathered  here,  in  gaining  benefits  for 
the  private  sector  at  the  expense  of  our  partners  in  postsecondary 
education. 

Mr.  O'Haiia.  Thank  you  very  much. 

Our  next  witness  who  will  deliver  a  statement  on  the  subject  of 
tuition  levels  in  higher  education  will  be  AVillard  L.  Boyd,  president, 
tTniversity  of  Iowa. 

STATEMENT  OP  WILLARD  L.  BOIfl),  PRESIDENT,  tlNlViSRSITY  OF 

IOWA 

Mr.  Boyd.  Mr.  Chairman  and  members  of  the  committee,  I  ain  Wil- 
lard  Boyd,  president  of  the  ITniversitv  of  Iowa.  I  am  also  serving  as 
president  of  the  lbwa  Association  of  Public  and  Private  Colleges  and 
UiiivGi'slties,  which  includes  the  community  colleges  of  Iowa. 

1  do  not  speak  for  them,  but  1  -would  want  to  say  parenthetically 
that  there  is  concern  among  all  of  these  sectors  in  education  in  Iowa 
that  the  Federal  Govcinment  is  and  should  continue  to  be  a  partner 
ill  the  support  of  education. 
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We  ai'e  also  gonorally  aji;rood  that  there  should  bo  divevvso  forms  of 
/student  aid  and  not  concontratod  simpl;y  on  one  form.  Moreover,  wo 
uro  also  agreed  on  the  importance  of  institutional  aide  for  all  ,^ec- 
toi^s  of  education  in  Iowa. 

With  respect  to  the  University  of  Iowa  itself,  we  have  had,  as  a 
continuing  goal,  the  development  and  maintenance  of  educatioii  pro- 
grams of  nigh  quality  and  the  assurance  of  access  to  those  programs 
appropriate  to  each  student^s  needs,  capability,  and  motivation 
through  a  policy  of  h)W  tuition  and  adequate  financial  aid,  to  the  ex- 
teiit  tluvl  we  are  forgoing  salary  increases  in  some  years  to  achieve 
this. 

In  rmmt  decades^  tlie  Federal  Government  has  become  a  major 
partner  in  the  pursuit  of  tliese  goals,  through  its  programs  of  institu- 
tional and  student  support. 

Institutional  support  has  been  provided  or  authorized  in  a  variety 
of  forms—capitation  and  formula  grants,  training  grants,  construc- 
tion grants,  and  eost-of-education  tillowances  related  to  the  number 
of  federally  assisted  students. 

The  diversity  of  support,  particularly  if  it  is  suiiplemented  by  gen- 
eral institutional  aid  rehitedto  total  enrollment,  will  provide  both  the 
stability  essential'for  effective  planning:  and  the  flexibility  necessary 
for  tlie  development  of  new  programs  in  response  to  new  needs.  And 
as  importantly,  the  continuation  of  existing  pro/yrams  of  merit.  In- 
stitutional aid  is  essential  so  thut  there  can  be  institutions  for  students 
to  attend. 

The  students  seeking  their  education  at  our  institutions  also  deserve 
tt  system  of  financial  support  that  is  equally  stable  and  flexible.  These 
students  come  from  a  variety  of  circumstances  and  have  differing 
needs* 

The  present  svstem  of  Federal  support  which  provides  aid  through 
work-study,  basic  edncational  opportimity  grants,  supplemental  edu- 
cational opportunity  grants,  direct  loans,  guamnteod  loans,  fellow- 
ships, and  traineeships  does  allow  a  flexible  response  to  these  needs. 

tlxcessive  reliance  on  one  source  of  aid,  such  as  basic  educational 
opportitnity  grants  or  guaranteed  loans,  or  indeed  reduced  participa- 
tion of  experienced  campus-based  financial  aid  officers  in  determina- 
tion of  need,  shnply  increases  the  probability  that  students  will  be 
denied  access  to  educational  programs  best  suited  to  them. 

The  continuation  and  improvement  of  the  existing  Federal  system 
of  balanced  support  for  institutions  and  students  is  in  the  best  interest 
of  our  institution,  the  students  we  repre.sent,  and  the  Nation  as  a  whole* 
Thank  yon. 

Mr.  O^riAftA.  Finally,  a  statement  from  Dr.  Oscar  Shabat,  chan- 
cellor of  the  City  College  of  Chicago* 

sTAm&NT    DR.  OSCAR  mAsk%  otLmmiOTn,  cm  ootmfi 

or  ORIOAGfO 

Dr.  StiAnA'r.  Thank  yo\t  very  much,  Mr.  Chairman.  1  am  sorry  1 
don*t  have  a  written  statement,  but  I  have  some  notes  that  I  have  writ- 
ten down.  I  want  to  say  that  I  am  speaking  on  beluilf  of  myself,  not 
my  institution*  certainly  not  the  board  of  trustees.  I  think  tney  know 
my  view,  but  they  have  not  decided  yet  whether  or  not  they  are  going 
to  support  it* 
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una  New  "lork.  ,  .   .  . 

But  I  am  not  too  sui'o  bocaitso  T  tun  not  ttunilttvi*  and  nitnnately 
ftwarcof  all  tlio  details  as  I  urn  nlH)iit  ('iru'!i,w. 

I  say  this  because  much  of  (lie  liu>ni lure  i hat  I  have  rend  and  many 
of  the  studies  that  have  been  nuide,  it  is  iuiia.y.injr  how  the  people  who 
do  the  studies  have  not  tlie  fii'sl  idea  about  the  actual  social  worlds  th-.-y 
purpoi't  to  understand  and  rei)oi't  about.  _       _  .11 

That,  of  course,  is  one  of  the  Rhortcomiuji's.  T  believe,  ni  social  and 
psycholoi^ical  resenreh  today  in  <;'eiieral,  Too  remote,  the  researchers 
do  not  inmiei'so  themselves  into  the  very  social  worlds  that  they  would 
liku  to  understand,  of  course,  even  sceiu<i'  these  worlds  from  the  ponjt 
of  view  of  people  livin<i"  in  tlu-m  ujul  to  act  in  tlu>m.  That,  of  course,  is 
on  another  level.  ,     , ,  , 

Therefoi-e,  I  want  to  state  ollhand  that  T  aui  unalterably^  opposed 
to  tuition  for  students  to  nttoud  tlu-  couunuiiity  eollef^es.  Thero  is  a 
principle  and  a  philosophy  bcliind  my  position.  T  don't  want  to  deal 
really  witli  technicalities  because  most  of  the  studies  really  are  on  the 
leveVof  technictdities.  ,      „  1 

AVo  have  "experts"  who  ha  w  ^\ \  cji  a  lot  of  (acts.  ]Slost  of  these  aren  t 
developed,  in  my  view,  because'  llu>y  do  not  really  couio  to  grips  with 
the  premise,  an('l  you  have  to  diju'  oiit  vei'y  carefully  and  Avorry  about 
what  the  premises  are,  such  as  in' any  prciui.se  concerning  "how  wo  look 
lit  s(K*iotv«'^ 

"WiU'tiiese  premises  stand  up  under  rigorous  inspcKition  and  analy- 
sis of  that  society  looluul  at  empirically  rather  than  from  an 

anuchftir?"  .  .     ^  ,  .  ,  , 

Now,  the  principle  that  is  lu-hind  my  position,  I  tJunk,  was.  best 
expressed  in  iTamcs  Conant's  prcil'ace  for  the  Carnegie  Commission  re- 
port, an  early  one,  the  "Open  Door  College."  He  states : 

The  extension  t»f  the  ym'n  of  I'l'ec  caufntltiu  Miroiitjli  estahllshiiieat  of  loc^il 
tW<KVeai*  colleges  has  been  the  exiuoHslcui  at  a  new  social  iiolkw  of  the  iintton 
tiei'hiutH  I  should  sa.v  a  furthei'  thi'ast  n(  nni'  old  ptAU'y,  t'oi'  oJie  could  slnuiHf.v  tlic- 
hl«t(H'y  of  American  laildUi  edticiidoii  in  tlie  hist  100  ymm  hy  iiothif?  the  steiis  la 
the  niovenient  ti»  make  unlvei-snji  tlie  untioi'tiinitlos  hlthei'to  ofieii  only  to  the  well- 
to-do.  First  einiie  the  tH'ovlslDii  of  i-leiiU'iitiiry  sdiooUtig  at  jrtlhllc  expense.  Then 
came  the  fm-  high  schools  and  eft'oi-ts  to  lirovied  lastmethiu  for  a  wide  variety 
of  talent,  the  widely  <!omi)relieiisivt'  foui'-yeai'  liiKli  school. 

Lastly,  th«  fji'owth  of  tlie  eqiiiilly  conun'elieii.slve  laihllo  twcyoar  colU'Ke. 
jiarentlietlcally  I  now  call  them  the  cotiuuatilty  cotleMes,  the  open  <Um  eotle«e, 
as  It  has  been  sonietlnies  called. 

Those  who  argue  in  favor  of  no  tuition,  as  I  do,  base  their  cases  on 
the  belief  that  higher  education  is  of  benefit  to  society.  That  is  Avhy 
these  public,  institutions  of  higher  educatit)n  Avere  oi'eated  in  the  first 
place,  not  for  the  betu'fit  of  tlie  indi\'i(luals,  which  is  a  fact,  but  1  do  not 
think  that  it  is  relevant.  ,    .    .  « 

It  is  as  a  bypi-otluot,  but  today  it  has  become  the  basis  of  a  new 
phiiosophv,  aiKl  one  thinlfs  of  the  consmner  as  being  benefited  as  an 
mdividual,  and  therefore  let  him  and  his  f  am  ily  pay. 

The  premise  1  am  talking  about  is  that  society  is  the  benehoiary 
mul  Smjiety  therefore  should  bear  the  burden  of  eo^;t«.  If  the  indi- 
viduttl  I'caps  an,y"  benefits,  that  is  all  right  as  fur  1  am  concerned, 
1  would  not  deprive  him  of  so  doing. 
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'rimso,  of  COI1V.S0,  as  T.  said,  who  ai'o  in  ftivoi-  of  h\jx\wv  iiiitioii  would 
holit'vo  that  tlio  Iwnefits  acci'iio  primarily  to  the  individual  and  thoro- 
torc  the  costs  to  some  extent  should  be  boi-no  by  hiiu. 

Now  I  vead,  in  preparation  for  this  meeting?,  this  excBllciit  little 
pamphlet  by  Howard  Bowen.  I  thought  he  was  ^joinjL?  to  be  on  the 
panel  today,  and  I  wanted  to  meet  him.  This  is  a  be4intiful  little  thin;'', 
^ood  sununary  and  gmd  perspective  of  hist*)ry  and  identification  of 
issues;  and  his  own  views,  which  interested  nie'nu)si.  because,  you  see, 
ho  revealed  his  promise  and  his  valno  syrstom,  and  \vc  are  not  'witliout 
values.  TImt  is  the  most  important  thing. 

AVe  ai'e  not  Jnst  a  bunch  of  technicians  running  around  as  tiiev  ran 
a  round  in  Najsi  Germany.  It  took  a  lot  of  li  yes. 

This  is  an  excellent  report.  And  we  know  that  these  six  reporls  refer 
to  pretty  much  agreement  that  there  should  bo  tuition,  perhaps  low 
tuition.  Thoy  yary  from  "IIow  long  we  should  go  to  a  higher  tuition 
and  at  what  level?"  "Should  we  make  difl'eronoes  among  the  vai'ious 
levels  m  higher  education?" 

'Die  Frank  Newman'  report  did  not  concern  so  nnich  the  tuition 
thmg—which  ho  didn't  come  to  grips  with— so  much  as  portulnlitv' 
about  which  sve  heard  in  an  earlier  statement  from  our  distir.u'uisliell 
pivsident  of  one  college. 

I  happeji  to  differ' with  these  six  reports,  although  they  are  dif- 
ferent among  themselves.  Let  mo  toll  you  why  I  ditlVr.  1  could  tell  you 
very  briefly  about  the  coirununity  colleges  in  Chicago. 

'Ihey  enroll  80,000  students,  that  is  in  8  college  campuses,  10  urban 
progros  centers,  T  evejiitiir  high  school  buildings.  250  outposts,  fac- 
tories, settlement  houses,  libraries,  churches,  stores :  47,000  of  the  K0,000 
are  enrolled  full  time  or  part  tiine  in  college  level  courses,  many  of 
thorn  included  in  some  21 2  occupational  programs. 
^  The  I'emainihg  PAOOO  and  some  are  enl'olled  in  basic  education, 
literacy*,  if  you  please,  Knglish  as  a  second  language  in  many  cases, 
*'CJKI)'*  courses,  and  other  college  preparatory  general  study  cf)in'ses. 

They  are  adults..  They  are  in  our  colleges,' but  they  are  iiot  neces- 
«ai'ily  at  the  colleg-c  level.  About  8  of  every  10  of  our  studetits  work 
either  part  time  or  full  time.  The  rtyl'rage  age  jp  aliont  2'2i^.  nnd  in 
•  California  it  i,s  about  24^/^, and  mimj/,  tiiovh  .studeuls  are  in  their  jtmior 
colleges  than  ours.  .  f 

Forty-two  fMrertt  of  our  students  are  black.  That  single  fact  should 
tell  you  an  awful  lot.  Forty-one/  pei'cent  of  all  of  our  ptudents  come 
froni  fafuiliea  earning  lei^s  t'luiii  $6,000  a  year.  Twentv-Jive  percent  be- 
tween $(5,000  and  $0,000}  10  percent  between  $9,000  and  $l2,0()f).  And 
we  have  14  percent  Ayhocome  from  .fa  miliesearjiing  more  than  ^12,000 
a  j^'ear.  ,  ' 

riiese  few  facts  and  chai'acterlstics  about  our  connnmiity  collegcti 
tell  the  story  about  why  tuition  is  absolutely  out  of  place  in  o'nr  (yi'c  of 
institution,  which  may  most  aptly  be  described,  if  there  is  any  collcii'e 
that  could  be  described  this  way,  as  the  people's  college.  bo.v  the 
compass  more  than  m\y  other  institution  of  higher  learning. 

yVo.  have  groat  respect  aiut  admiration  for  those  that  have  a  fewer 
missions  than  have  been  thrust  upon  us  in  law— very  complex,  s'ery 
dlltlcidt  to  hanclle—a  new  kind  of  so.ciety  in  the  inaK-'ings  and  in  this 
big  city  of  oui'g,  we  have  to  be  responsive' to  those  adults  and  tliey  nuty 
conui  to  us  for  even  literacy  and  many  of  them  do  because  we  luu'e 
"AtDTA*'  programs  aitd  they  cunnot  learn  even  the  entry  le\'el  skills 
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without  Ipivrning  to  loiul  luul  write  luul  tiiukn-stnncl  tlie  language  and 
follow  directions.  -    ,  .  .    i  u 

Wu  do  wot  feel  we  are  demeaned  because  we  are  dealing  with  auults 
at  that  level.  Wo  call  ourselves  a  college.  I  don't  care  what  you  want 
to  call  us.  We  are  dealing  with  these  adults  in  terms  of  their  educa- 
tional needs.  ,     ^  „ 

Now,  for  63  years  since  tail  we  have  had  a  policy  of  no  tuition  for 
our  city  students.  As  I  mentioned  earlier,  there  is  still  no  tuition  m 
Now  Vork  and  in  California.  For  the  first  time  in  our  history,  our 

'     '  '•  -       •  '  i!— ...1  li.  {.v.,,^.,„         for  this  fall, 

IS  some  other 
1  where  we  are. 

w  V   n   ^     Illinois,  I 

must  confess,  have  tuition  charges.  They  average  about  $9  a  semes- 
.-ter  hour.  We  are  one  of  the  last.  AVe  are  in  the  big  city.  We  are  a 
verv  ditlVrent  kind  of  creature*  than  all  of  the  others,  many  ol  them 
rural.  I  know  the.  rural  areas  have  their  poor,  too,  but  it  is  quite  ditter- 
ont  than  Chicago.  -  .  .  . 

It  should  be  noted  that  most  of  the  community  colleges  in  our  State 
arc  relatively  new,  having  been  established  since  1965  with  the  passage 
of  our  Public  Community  College  Act  at  that  time.  I  mention  this  fact 
because  it  is  also  true  that  there  has  been  great  pressure  from  the  rest 
of  the  State  to  get  Chicago  to  adopt  a  tuition.  Many  of  the  legislators 
from  down  State  are  very  happy  about  this  change.  . 

Oh.  vei5,  we  have  heard  "Tuition  is  good  for  all,  try  it,  you'll  like 
it.''  Actuallv.  1  sec  this  as  a  barrier  that  symbolizes  a  syndrome  that 
is  growing  in  this  country  and  represents  a  basic  departure  from  our 
traditional  policy  coiicernhig  free  access. 

Free,  we  also  hear  "If  it  is  fve«,  it  can't  bo  worth  much,  ihey  don  t 
appreciate  it  unless  they  pay  for  it."  or  "If  they  worked  harder  they 
wcmld  got  where  I  am  and  then  money  would  be  no  problem,  and  a 
lot  of  other  trite  remarks. 


Now  1  wanted  to  end  by  saying  this  kind  of  thing.  We  have  a  Stjite 
scholarship  commission.  It  has  $65  milliom^aiid  it  is  going*  to  have  M 
million  if  c<>rtain  bills  get  passed  and  1  thmk  th(iy.  will.  Some  <0,()00 
stud6nts  ill  higher  education  recei^'e  grants  arid  scholarships  anil  most 
of  thcm  are  monetary  grants 'based  on  need.  Very  few  of  our  studente 
over  (tsked  for  this  tuidthe  reason  is  of  course  there  sm  no  need  tor  it. 
It  is  iust  without  m  tuition.  Thoy  do  it  without  tuitioii.  It  they  were 
to  do  it  as  asked  fo'v'now,  there  is  a  six  pagfe  form' and  I  should  have 
brought  it,  but  I  didn't-vyant  to  hurtyou  in  any  way.  ,  .  . ., 

It  is  tkv  inost  <j«tti{ilex  thing  -you  ever  saw,  throe; pages  ot  tamily 
mcbmc  and  threcHpage^  of  family  assets.. I- believe  I  am  a  ratltor  sop- 
hiiAtioateil  person  and  they  told  mo  as  students  when  they  protcstod  at 
the  aniiouncoineut  ofithismew  tuition,;  *'Haye!;/ou  looked  at  it  lately? 
llave  you  filled  it  oub?'^'    •     ■       •  •  '    '  ■'      ■  \  ' 

T'lie  ltt,«^t  time  .1 'filled!  it  out  for  my  '«oii.  hcwon  an  honorary  one.  1 
didn't  reinombWhow  diflicult  it  was,  but  I  fil1ed.it  out  over  the  woek- 
ond  ill  response  to.dcnuuids  by  students.  If  you  know  uiiything  about 
the  thing,  t  will  toll  y<Mt  nood  a  Philadelphia  lawyer.  It  is  no  wonder 
that  so  niany  of  otir  students  are  re.sistitig.  :  ■      ...     ,  \  . 

They  arc  going  to  bocomo  disoouruged,  becauso  thoy  are  disenchanted 
and  many  of  them  who  wo  try  to  reach  out  to  help  are  not  going  to 
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l»o  coininj?  to  us.  Of  coiu'se,  it  Avil)  he  disnstroiis  luiancially  to  us,  but 
I  hut  is  a  small  oonsoquonec  except  that  we  are  not  going  to  be  able  to 
I'uUill  out'  mission,  That  is  tlie  important  thing.  If  they  don't  come  to 
lis  sve  don't  get  the  $4  and  if  thc7  don't  come  we  don't  get  the  State 
rtid  on  the  fovniiila  hasis  and  it  gets  to  be  like  a  vicious  cycle  and  then 
because  of  our  union  contract  where  there  is  a  limit  on  class  sijscf,  and 
chissload.  "If  you  want 'more  students,  sir,  you  luive  to  hava  more 
teachers," 

Therefore,  if  you  are  going  to  have  less  money,  you  are  goirtg  to 
have  fewer  teachers.  ^  ou  do  away  with  teachers  because  you  have  not 
got  the  nioney  for  them,  and  then  you  will  be  able  to  serve  fewer  stu- 
dents which  means  less  money  and  fewer  students.  I  don't  know  where 
it  ends. 

Theoretically  we  are  out  of  business.  It  will  probably  go  to  some 
place  like  that  and  we  will  not  be  able  to  cai-ry  out  our  niission. 

^  Yei^,  Illinois  is  very  unusual  and  offers  more  to  even  the  middle  class. 
There  ai'e  students  whose  families  can  earn  above  $20,000  and  indeed 
do  and  get  up  to  $1^300  for  tuition  and  fees.  Half  of  these  70,000  come 
ti'om  families  earnnig  over  $10,000.  That  is  a  little  above  low  income 
iuul  I  would  say  that  90  percent  of  our  students,  if  they  were  to  go  to 
the  form,  would  be  able  to  get  their  $«()  a  term.  There  is  no  question 
about  it. 

But  the  point  is  that  this  is  an  invasion  of  their  privacy.  What  it 
does  to  the  independent  student,  is  a  separate  and  growing  problem. 
I  think  there  will  be  court  cases  and  I  hope  they  willremain  as  a  class 
action.  I  don't  know  how  the  few  Suprenie  Court  decisions  will  affect 
it,  hut  these  policies  could  be  struck  down  once  and  for  all,  because 
while  the  sttidcnts  have  to  supply  the  income  tax  returns  alohg  with 
hlliug  out  the  form,  many  of  them  are  taken  as  dependents  even  thougli 
they  are  iiutependent  and  they  have  to  have  been  away  from  home  for 
this  year  and  the  past  vear.  In  sonm  States  I  uiulerstand  tliey  couldn't 
have  oven  been  in  the  home  physically  for  2  weeks  and  certify  to  that 
effect. 

There  are  a  lot  of  suclv  ridictdous  things.  But  all  of  these  things  will 
tend  to  tell  our  student,  "Stay  away."  These  very  people  need  educa- 
tion as  much  as  those  going  for  Ph.  D.'s,  for  the  M.A.  and  for  the  M.D. 
and  other  degrees.  This  is  the  pitch  that  I  am  making,  namely,  that 
tuition  IS  a  barrier. 

The  State,  the  city— of  course  as  a  community  college  we  tax  people 
in  ottr  city— and  the  Federal  Government  should  give  us  money  so 
We  don't  have  to  charge  tuition.  That  is  my  last  point. 

Here  is  what  1  mean.  Our  students  costs  on  the  average,  are  $2,0(54 
a  year.  1  am  not  for  foregone  income,  about  which  one  can  make  a  big 
case. 

AVell,  we  have  all  kinds  of  aids.  We  have  the  tuition  remission  in  the 
case  of  Illinois  State  scholarships  and  that  is  all  that  is  now  and  from 
tlie  Federal  Government  we  hoard  about  the  CWS,  BICOG,  and 
loans.  I  won't  say  much  about  loans  because  that  I  don't  even  talk 
uhoitt.  I  am  against  those,  period.  The  Government,  one  of  these  days, 
will  learn  it  is  going  to  cost  you  more  to  get  back  that  dough  than  it  was 
ever  wortli  to  begin  with.  That  is  something  else  again  and  you  will 
have  to  go  to  economists  to  get  the  answer  there. 
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But  even  thi\  BE(Xr,  I  thinlc  it  sl)otikl  be  looked  into.  I  hivye  a  feel- 
iuj^  that  the  way  in  which  it  is  clone  is  also,  whether  unintentional,  but 
I  suspect  somewliat  intentional,  a  way  of  Iceeping  many  of  tlie  poor 
people  from  getting  it.  I  looked  at  tlie  form.  Much  of  it  could  be  mis-  . 
leading.  It  takes  a  great  deal  of  sophistication  to  fill  out  those  little 
•  squares  and  I  think  tlie  machine,  wherever  it  is,  in  Iowa,  or  wherever, 
could  chew  up  many  of  our  people  and  make  them  look  like  they  are 
rich,  hut  they  are  poor  as  cliurch  mice.  What  we  have  to  do  is  to  have 
financial  aid  like  Now  York  City,  for  example,  where  they  give  a 
student  up  to  $2,100,  upait  from  financial  aid  coming  from  the  Federal 
Government,  ■•- 

That  is  for  those  wlio  are  in  the  college  opportunity  centers.  That  is 
over  and  above  the  one  counselor  for  every  50  students,  and  we  have 
one  for  every  500,  and  the  tutoring  and  other  supportive  services, 

You  want  to.reach  the  people  that  we  deal  with  in  the  city  of  Chi- 
cago in  community  colleges,  namely,  the  people,  the  -big  masses  of  peo- 
ple. If  you  want  to  box  that  compass  of  population,  if  you  want  to  get 
after  senior  citizens  and  the  handicapped,  yow  are  going  to  have  to 
give  money  so  that  we  are  kej^t  alive  and  build  new  buildings  so  that 
wo  can  keep  from  having  to  impose  the  tuition;  that  is  the  point  I 
started  with  and  that  is  the  point  I  want  to  make. 

Mr.  O'IIara.  Thank  you  very  much.  Dr.  Shabat. 

I  think  perlinps  next  it  would  be  appropriate  if  we  called  upon  our 
two  commentators.  First,  Pr.  Robert  Ilartman,  an  economist  at  Brook- 
ings Institution,  and  then  4»fter  Dr.  Hartnian  has  commented,  I)r, 
(  •arol  Van  Alstyne  can  comment. 

STATEMENT  OP  DR.  ROBERT  W.  HARTMAN,  SENIOR  FEUOW, 
BROOKINGS  INSTITUTION 

Mr!  Haiit:max.  Thank  you.  I  am  Robert  Hartman  of  the  Brookings 
Institution.  I  am  speaking  for  myself  entirely  today.  I  have  no 
prepared  remarks. 

I  listened  to  the  three  presidents  make  their  presentation  and  I  hope 
it  was  not  expected  that  my  role  would  be  to  integrate  their  remarks. 

Mr.  O'l-lAnA.  No;  no.  Just  to  comment. 

Mr.  HAnrMAJf.  1  would  find  it  difRcult  to  do.  So,  instead,  I  would 
like  to  make  .'Some  general  propositions  that  I  think  should  command 
fairly  wide  support  and  hope  that  we  could,  in  tlie  discussion,  get  into 
whatever  tlie  disagreements  are  on  these  issues. 

I  find  it  very  hard  to  talk  about  tuition  levels  as  such  in  any  mean- 
ingful way  wlicn  there  is  student  aid  to  be  had,  because  what  seems  to 
me  to  be  relevant,  at  least  to  students  who  do  the  buying  in  highei*  edu- 
cation and  make  decisions,  is  the  net  price  that  they  have  to  pay  for 
going  to  college  and  (excluding  the  matter  of  living  costs)  that  net 
price  consists  of  tuition,  minus  whatever  aid  they  are  getting. 

So  that  most  of  the  propositions  that  I  would  have  to  make  in  th« 
area  of  pricing  of  college  service  has  to  do  with  the  net  price,  that  is, 
tuition  after  aid  is  received.  T  would  like  to  suggest  two  propositions 
ttbout  the  net  price  of  college  that  I  think  ought  to  command  broad 
assent  on  tliis  panel  and  the  committee. 

Thev  are  the  following :  First  of  all,  that  the  net  price  to  low-mcome 
students,  and  1  will  hedge  on  what  1  mean  by  "low  hicome,"  but  the 
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wlativoly  lowov  iijcomo  students,  ought  to  bo  low  enough  so  that  a 
substantial  pfopoition  of  them  are  encouraged  to  attend  postsecond- 
,ary  institutions,  that  is,  a  larger  proportion  than  in  the  past  or  a  pro- 
portion  approaening  that  or  equal  to  that  of  students  from  higher  in- 
come families.  That  is  tlie  first  proposition. 

The  .second  proposition,  which  I  think  is  not  .so  obvious  and  most 
people  have  not  thought  abolit  it,  is  that  once  a  student  is  deciding 
between  different  colleges,  that  the  net  price  to  him,  whether  he  is  an 
aided  student  or  not,  in  looking  at  diflei-ent  colleges,  ought,  in  some 
way,  to  reflect  the  cost  difference  among  those  schools.  That  is,  a 
student  who  is  choosnig  to  go  to  a  low  cost,  and  by  "cost"  I  mean  r«al 
cost,  not  tuition,  a  low-cost  junior  college  versus  going  to  a  high-cost 
small  private  institution,  should  be  made  to  pay  more  for  that'hiaiier 
cost  institution.  ^  , 

The  reason  for  taking  this  position  that  net  price  ought  to  reflect 
cost  difference  is  that  I  think  that  higher  education  administrators  and 
planners  in  the  future  are  going  to  need  information  from  the  market, 
it  you  like,  about  what  student  preferences  really  are  in  choosing 
among  institutions. 

At  present,  it  is  impossible  to  get  information  from  the  marlcet  be-, 
cause  students  basr,  their  choice  on  prices  that  often  have  nothing  to  do 
with  costs  and  thwefore  to  observe,  for  example,  long  lines  forming  for 
eei'tam  schools  and  empty  seats  in  other  schools  does  not  reallv  mean 
anything  from  an  economic  or  even  social  point  o4i.viow,  because 
students  are  not  choosing  on  the  basis  of  real  cost  di  ff  erences. 

Let  me  contrast  that  to  wlmt  the  situation  would  be  if  students  wore 
choosing  among  schools  where  prices  to  them  were  based  on  cost  differ- 
onces.  One  could  then  infer  from  an  excess  of  seats  that  in  fact  those 
schools  ought  to  be  contracted  in  size,  that  a  student  has  found  thn<--  at 
tlie  going  price  for  the  institution  with  the  empty  seats  it  is  not  wc.  Ih 
it  to  him  to  attend  such  an  institution. 

Another  institution  which  has  many  more  ajiplicaiits  and  liianv  mf)re 
students  trying  to  get  in  than  there  are  spaces  available,  that  institu- 
tion, in  such  a  market  setup,  it  would  be  proper  to  infer  that  such  an 
inshtution  should  he  expanded. 

^  Kow.  ill  future  yoafs.  we  are  going  to  Imve  to  make  very  hard  deci- 
sions about  which  institutions  to  expand  and  more  imt>ortantly,  and 
unlike  the  past,  which  institutions  to  contract  and  close.  Kight  now.  the 
only  basis  for  doing  that  is  either  political  accommodations  or  moi'o 
likely  I  think,  since  people  want  to  have  some  apparently  objective 
way  of  making  such  decisions,  will  be  to  look  at  cost  data  from  schools 
aiid  decide,  on  behalf  of  the  State,  for  example,  if  it  is  a  public  system, 
that  certain  schools  ought  to  be  cut  back  or  even  closed  because  they 
are  of  "high  cost." 

,  I  thinic  that  ^vould  be  a  disasttn'.  It  would  result  in  a  selective  reduc- 
tion m  the  higher  quality  parts  of  the  public  sector.  It  will  tend  to 
homogeniijetiie  tuiblic  sector.  In  most  States  the  ptil)1ic  sector  is  nil  vou 
have  and  you  will  end  up  with  a  very  mediocre  public  system  of  higher 
education. 

I  Wiink  the  only  way  in  the  long  run  that  the  quality  pai't  of  the 
public  sector,  which  t  am  associating  with  high  costs  now,  although  I 
.  know  that  IS  not  entirely  true,  the  only  way  for  it  to  survive,  is  for  it 
to  prove  that  .students  are  willing  to  pay  a  higher  price  to  go  to  the 
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high  quality  sector.  I  believe  that  if  State  planners  see  that  students 
are  willing  to  pay  an  extra  price  themselves  for  such  high  quality 
education,  State  planners  will  have  every  reason  to  continue  to  fund 
and  continue  to  operate  the  high  quality  part  of  the  public  sector. 

So  this  is  a  convoluted  way  of  saying  that  1  think  there  is  some  rea- 
son to  want  to  have  price  differences  among  institutions  of  higher  edu- 
cation that  reflect  costs  to  a  greater  extent  than  today  and  that  means 
both  between  the  public  and  private  sector  and  within  tlie  public  sector. 

The  proposition  which  I  originally  stated  first  is  that  low-income 
students  should  pay  a  low-net  price.  Now,  there  are  high  cost  publio 
budget  and  low  cost  public  budget  ways  to  get  at  all  of  these  problems 
and  I  don't  think  it  is  unusual  that  today's  panel  expressed  most  of  the 
high  public  budget  ways  of  going  about  reaching  th^e  goals. 

1  think  many  of  the  people  really  share  these  goals  although  they 
didn't  state  it  in  so  many  words,  we  can  keep  costs  low  to  relatively 
low-income  students  by  charging  zero  tuition  to  them.  We  could  do  it 
by  charging  zero  tuition  to  eA'erybody  and  by  haA'ing  relatively  small 
grant  programs.  . .        ^   ^     .      '    /  i  . 

An  alternative  way  of  keeping  the  prices  low  for  low-income  sruclents 
is  to  charge  a  moderate  tuition  and  have  a  large  grant  program  which 
is  targeted  on  such  students.  Both  techniques  get  you  a  low  net  price 
for  low  Income  students.  ,    .      ,  ,  . 

The  difference  is  the  low  tuition  across  the  board  approacli  costs 
the  taxpayer  a  lot  more  money,  because  you  are  supporting  low  tuitimi 
for  everyone,  whereas  the  grant,  or  the  large  grant  higher  tuition  modti 
would  restrict  tlie  grants  presumably  to  a  limited  segment  of  the  pop- 
ulation and  therefore  would  be  more  efficient. 

Tlie  way  to  go  about  getting  price  differences  among  schools  refleot- 
Ing  costs  also  could  be  done  in  low  budget  and  high  budget  ways.  A 
low  budget  way  is  the  favorite  of  many  of  my  economist  colleagues, 
which  is  simply  to  have  full  cost  pricing  at  all  institutions  of  hi^rher 
education  and  "let  students  finance  it  through  loans,  lhat  ossentially 
takes  a  college  off  of  the  public  budget  and  would  result  in  relative 
price  differences  that  reflected  costs.  But,  in  my  opinion,  it  also  throws 
the  babv  out  with  the  bath  water  in  that  it  does  not  do  anything  <U)out 
the  other  goal,  of  raising  enrollments  of  the  disadvantiifved,  but  that 
is  certainly  a  wav  to  bring  about  these  relfitivo  price  dift'erencefi.  ^ 

Another  way,  which  fortunately  no  one  has  suggested  although  I 
think  we  are  getting  (flosc  to  it.  to  get  to  tlw  net  price  tliflerencos  re- 
flecting costs,  would  be  to  insist  oi/i  mo  tuition  at  all  institutions  of 
higher  oducation  including  .ho  most  costly  one  such  as  Reed  (.ollege. 
Wo.  cnuid  charge  xero  tuition  at  all  sfhools  and  yet  have  net  prices  to 
the  student  reflect  cost  differences.  The  way  we  would  do  it  is  to  have 
Jioro  tuition  at  Heed  and  jffive  a  student  no  nid  in  going  to  Rood  and 
pav  him  to  go  to  low  cost  Rcliools  of  higher  education.  ^  . 

If  we  did  that,  there  would  be  a  reatdiftW^^nce  in  price  for  going  to 
a  low  cost  school,  for  wliich  he  gets  paid  by  the  a()\'ernmoiit  or  going 
t(»  Reed  for  which  he  does  not  <M  paid  by  the  Government.  1  hat  won  d 
be  a  wav  of  hritiging  about  net  price  difference  with  nn  extremely 
hi<»'h public bndsfet.  _      ^  ,  ■     ,  ^    ,     ►  , 

Most  people  don't  take  either  of  these  extremes,  but  when  1  hear 
people  talking  about  the  public-private  gap  and  saying,  "  I  he  wav 
to  solve  it  is  not  to  tax  the  students  who  go  to  pttbho  education  with 
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higher  tuition,  but  rather  to  lower  tuition  at  private  institutions  by 
haying  the  Government  pay  the  private  institutions  to  lower  theiV 
prices."  .That  is  a  movement  in  the  direction  of  the  last  plan  I  just 
described  That  is  an  ultimate  end  result  of  such  a  plan,  and  I  am  hot 
suggesting  that  anybody  really  favors  that,  that  is,  to  ultimately  have 
the  Government  fully  subsidijse  all  institutions  of  higher  education 
so  they  don^t  have  to  charge  anything  to  students.  I  have  my  doiibts  as 
to  whetlier  State  and  Federal  legislatui^es  are  really  willing  to  go  to 
that  extreme, 

The  other  way,  of  course,  to  narrow  that  gap  between  public  and 
private  institutions  Avould  be  to  have  a  relative  increase  in  the  pricing 
of  tuition  levels  in  public  institutions  and  that  is  sometliing  I  favored 
l)efore  and  since  I  am  already  running  on  too  Umg,  I  don't  want  to 
go  into  it  in  detail. 

Now,  all  T  would  like  to  sujrgest  at  this  point  is  that  if  we  could  un- 
derstand  wlmt  it  is  we  are  tiying  to  jyet  at  w*hen  we  talk  about  tuitions 
and  relative  prices  of  different  institutions,  we  could,  I  think,  then 
at  least  get  to  the  point  where  we  coidd  lay  out  the  real  alternatives 
that  rensonable  ]^o^^ph  might  advocate  and  look  at  the  budgetary  and 
other  educational  and  social  differences  among  sudi  plans. 

TJitt  I  find  it  hard,  if  we  focits  solelv  on  particular  prices  without 
talking^  about  how  they  are  integrated  with  student  aid  to  get  any- 
where in  trying  to  advance  to  some  kind  of  consensus. 

Thank  you,  Mr.  Chairman. 

^Ir.  O^ITAnA.  Thank  you  vei*y  much,  Dr.  Hartman. 

Xext,  also  speaking  only  on  her  own  behalf,  Dr.  Carol  Van  Alstyne, 
who  IS  ( -bief  Economist  of  the  American  Council  of  Education. 

STATEMENT  OP  DR.  CAROl  VAN  ALSTYNE,  CHIEF  ECONOMIST, 
AMERICAN  COUNCIL  ON  EDUCATION 

Dr.  Van*  AtiSTYVii.  Thank  yon  very  much  for  the  opportunity  to  » 
visit  yon  on  this  issue. 

As  I  sat  trying  to  assimilate  the  weiglit  of  the  arguments  on  prices 
on  educational  services,  I  decided  I  would  try  to  make  foiu*  points. 

The  first  one  is,  I  think,  that  the  tuition  issue  relates— well,  we  are 
conftising  two  very,  very  important  matters  that  I  think  cotild  be 
quite  separately  treated.  On  the  one  hand,  well,  we  liave  tuition  as  a 
price  for  educational  service. 

Now,  that  price  helps  its  allocate  resources  among  budget  pt*lorities. 
To  help  us  make  very  kr^^e  decisions,  say  decisions  as  to  amotmt  of 
national  activity  in  edtication,  housing,  defense,  for  instance.  It  also 
helps  us  make  small  decisions,  a  margiiuil  decision  as  to  how  we  allo- 
cate resources  within  education,  within  the  nublic  sector,  the  private 
s(»ctor,  «nd  within  the  public  sector  acmss  different  levels. 

Tt  seems  to  me  that  when  we  look  at  ttiition  as  a  single  price  and 
do  not  separate  these  issues^  that  perhaps  we  get  into  some  very  serious 
and  unnecessarv  debates*  me  give  vou  an  example.  Suppose  on  the 
basis  of  out*  value  pt^eference,  and  we  have  all  decided  that  values  and 
preferences  are  terribly  important  in  how*  we  decide  to  use  our  re* 
sources,  suppose  that  we  were  interested  in  increasing  sitpport  for 
higher  education  and  intppose  we  had  a  choice  at  the  natirtiial  level, 
say  between  education,  housing  and  defense^  and  we  decided  that  we 
would  rationaliiie  price  within  the  educational  sector. 
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But  now  we  aro  faced  with  support  of  housing  Nvliere  we  luive  yory 
considerable  subsidy,  enormous  subsidies  for  liousuig,  most  of  which 
go  to  middle  income  f«milies  on  tim  biisis  of  a  subsidy  to  tlie  price  m 
terms  of  a  deduction  to  interest,  We  also  have  gross  inequities  m  the 
housing  assistance  programs  in  that  most  of  those  who  are  eligible  do 
not  receive  low-income  housing  assistance.  _  .    ,  ,  i^^'     „    .  . 

Now,  OK,  that  is  the  housing  situation,  Take  defense,  for  instance, 
where  we  coidd  observe  they  have  a  national  defense  budget  and  we 
could  say  that  maybe  loss  tlinn  a  2-percent  decrease  in  that  defense 
budget  would  yield  a  100-i)eroent  increase  in  support  for  higher 

education,  <  . ,    ,  ^  i 

Now,  suppose  we  want  to  go  back  and  decide  that  we  want  rela- 
tively to  increase  our  resources,  or  to  change  our  priorities,  invest  more 
in  higher  education.  Now,  it  seems  to  me  that  when  we  debate  the  ra- 
tionalisation of  the  price  of  education  within  education,  we  don't  deal 
with  this  other  issue  as  to  how  we  want  to  allocate  our  natural 
resources.  ,      «   »  ,    i  , 

I  want  to  split  those  issues  and  then  say  that  all  of  the  debate  re- 
lating to  rationalisation  of  price  to  more  effectively  compete,  to  more 
effectively  derive  information  for  planning  purposes  on  the  optional 
size  of  the  educational  sector,  could  all  be  accomplished  with  prices 
which  reflect  relative  costs.  So  what  I  am  saying  is  that  we  could, 
achieve  all  of  those  objectives,  as  has  been  explained  by  Mr.  Hai-tman,. 
with  costs  which  bear  a  relationship  one  to  the  other  which  has  a  rela- 
tive relationship.  Now  I  am  making  the  point  clear.  , 

It  is  not  that  the  absolute  price  has  to  do  with  comparing  education, 
housing  and  defense,  and  I  want  to  switch  that  and  say  that  we  could 
achieve  efficiency  within  educ^xtion  in  terms  of  relative  price,  so  that 
does  not  bear  on  the  issue  of  tuition  as  such.  It  does  not  argue  for  a 
high  or  low  tuition.  , -        ,  .  . ,    »    .  i  i 

The  sexjond  point  that  I  would  like  to  make  is  that  I  think  we  have 
gotten  oui-selves  in  the  debate  on  how  to  to  support  education 
assistance.  ■       ^        .  ,  . 

Maybe  1  should  say  that  I  did  spend  a  number  of  veal's  m  housing 
assistance  programs  and  found  very  instructive  analogies  because  we 
have  80  or  40  yeai-s  of  experience  there,  some  of  which  I  think  is  rele- 
vant hi  the  educational  assistance  area.  ^ 

I  think  we  have  gotten  out'selves  into  a  semantic  box^and  we  are 
battling  over  words  which  are  arbitrary  and  not  necessarily  meaning- 
ful and  the  battle  over  words  I  think  has  to  do  with  student  aid  versus 
institutional  aid.  We  began  to  look  at  the  real  incidence  of  support 
aiid  I  think  it  is  more  effective  to  think  of  it  in  terms  of  a  cycle  of  sup- 
poit  for  higher  education  and  that  there  are  various  channels.^ 

But,  essentially)  institutional  aid,  or  aid  which  is  traditionally 
labeled  institutional  aid,  but  which  is  used  to  reduce  tuitions,  can  as 
effectively  be  indirect  or  direct  student  assistance  as  student-assistance 
which  is  channeled  back  to  the  institution  in  the  form  ^of  tuition. 

So  that,  if  you  put  it  together,  and  show  it  as  a  cycle,  what  we  are 
reallv  talking  about  is  support  for  higher  education  and  the  particu- 
lar clianncls  Ihia'C  to  do  with  rather  than  inducmg  responsiveness  of 
how  we  believe  best  we  could  induce  students  to  enroll  and  induce  in- 
stltutions  to  be  responsive  to  students'  and  society's  needs.  ^ 

So  I  think  we  need  to  get  beyond  the  debate  •>f  atudenl  aid  versus  in- 
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stitiitional  aid  and  take  a  muph  move  pvecise  look  at  exactly  what  objec- 
tives are  to  be  achieved,  exactly  the  channels  which  are  used  to  achieve 
those  objectives. 

I  think  also  wo  need  to  be  much  more  pi'eciso  about  the  nature  of  the 
SHppoi't  as  to  whether  it  is  to  achieve  educational  objectives  or  to 
achieve  social  objexjtives  and  I  do  thiiilc  we  need  to  distinguish  between 
that  assistance  which  is  channeled  into  higher  education  to  make  up 
for  income  disparities  resulting  from  inequities  in  the  i-est  of  the  sys« 
tern.  And  it  seems  to  me  \ve  ivre  labeling  educational  support  a  great 
deal  of  aid  which  is  really  to  vejut'dy  income  hiequities  in  another  part 
of  the  system. 

I  think  those  will  bo  the  f  undninontals  of  the  statement  I  wouhl  like 
to  offer. 
Mr.  O'Hara.  Thank  you. 
Mr.  Bovn.  Might  I  make  a  connnont  r~ 
Mr.  O'Hara.  Yes.  . 

Mr.  Boyd.  I  think  we  have  to  go  back;  and  I  grant  you  that  I  speak 
now  from  the  midst  of  the  fray  nnd  not  f torn  the  theoretical  stand- 
point. I  think  basically  what  Dr.  Shabat  1ms  said  is  that  the  objective 
IS  to  motivate  people  in  terms  of  self -fulfillment;  that  is  the  basic 
underlying  purpose  of  education  among  other  impoitant  institutions 
in  this  counti-y.  There  is  a  great  public  value  as  well  as  personal  value 
to  education. 

As  I  listened  to  the  economists  speak,  I  wondered  how  what  they 
said  will  bo  explained  to  the  student,  because,  for  example,  when  we 
talk  about  meeting  with  tlio  student  to  explain,  or  out  in  the  public 
forum  to  discuss  tuition  and  tuition  levels  and  motivation  and  so  forth, 
this  kind  of  argument  may  not  necessarily  come  across.  They  may  not 
necessarily  understand  that,  It  is  not  unlike  the  problem  in  Vietnam. 
It  is  a  very  complicated  situation  and  the  complexity  of  the  argument 
loses  commitment  in  the  procass. 

So  I  am  not  sui-o  that  the  students  will  fully  understand  this.  Given 
liighei;  tuition,  I  am  sure  that  regardless  of  the  student's  level  of  in- 
come, it  is  going  to  be  a  deterrent  in  obtaining  education.  This  is  not 
just  limited  t.o  the  very  low  income'class,  but  it  also  affects  the  middle 
class  and  that  goes  further  along.  They  are  not  clear  about  what  the 
future  is.  They  want  to  be  encouraged  or  they  need  to  be  encouraged 
and  not  deterred  from  coming, 

1  am  also  troubled  by  the  notion  that  thei^  are  different  missions 
and,  therefore,  there  should  be  diirerent  prices.  This  suggests  that  a 
low  or  no-tuition  institution  should  have  low  or  no  quality,  I  don't 
think  that  is  correct,  I  think  that  the  students  should  be  able  t,o  select 
among  these  different  institutional  missions  rather  competitively,  so 
that  the  tuition  is  not  geared  to  the  mission  of  the  institution,  in  par- 
tieiilar.  That  is  why  I  also  argued  against  high  tuition  in  middle  edu- 
cation, although  I  grant  you  that  is  one  area  with  a  lot  of  controversy. 
But  we  tried  hot  to  deter  people  who  have  not  had  professional  back- 
grounds from  going  into  this  profession  by  holding  the  tuition  rela- 
tively low, 

I  also  want  to  comment  about  the  tTniversity  of  Wisconsin's  experi- 
ment which  did  indicate  if  you  do  reduce  the  tuition  you  do  increase 
the  number  of  students  coming  to  the  institution, 

Uvt  O'Hawa,  Well,  that  !«  something  that  I  want  to  talk  about. 
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I 

i  want  first  to  advise  all  of  the  panel  members  that  you  have  just 
witnessed  here  a  near  miracle ;  that  we  have  been  going  now  for  an 
hour  and  no  Member  of  Congress  has  opened  his  mouth. 

Now,  unless  you  expect  an  internal  explosion  or^  three  of  them 
up  here,  you  are  going  to  have  to  let  the  Members  get  in  their  twp-bits 
worth  very  shortly  here.  So  I  think  we  are  going  to  have  to  stait  com^* 
ing  back  and  forth  with  questions  and  answei^s. 

And,  exercising  the  prerogatives  of  the  chairmanship,  I  am  going  to 
get  in  mine  fii*st  in  case  the  bells  ring  and  we  have  to  go. 

A  very  good  question  that  the  Wisconsin  study  does  not  answer  is, 
Wl\o  comes?  At  the  point  that  your  tuitions  ai*e  dropped,  a  bunch  of 
extra  people  come.  But  who  are  they  ?  That  is  a  very  good  question  and 
1  would  like  to  get  at  that  wheii  we  get  a  chance.  For  that  matter,  what 
do  or  who  do  you  reach  with  economic  incentives  and  what  are  youv 
goals? 

You  know,  Mr.  Hartman  had  a  model  and  others  of  you  similar 
models  and  you  can  pretty  well  establish  with  your  model  that  the  way 
to  get  more  low-income  people  i  o  postsecondary  education,  or  that 
tlie  most  ^^fficient  way  of  getting  tiiem  in  is  not  to  reduce  tuitions  for 
instance  but  to  reduce  costs  just  or  them,  which  of  course  involves  the 
filling  out  of  the  forms  that  Dr.  Shabat  says  most  of  us  or  the  students 
are  not  going  to  fill  out. 

Indeed,  Mrs.  McCauley ,  who  is  associated  with  the  California  J unior 
Collegje,  the  financial  aid  officer,  ran  a  little  survey,  just  sort  of  a  side- 
walk interview  type  of  thing.  I  suppose  it  was  not  scientific  but  I 
thought  it  was  a  pwtty  good  job. 

In  comiection  with  the  BOG  progmms,  she  went  to  two  junior  col- 
leges in  California  that  served  a  large  number  of  low-income  students 
and  they  made  sure  that  eveiy  single  entering  student  who  would  be 
eligible  m  terms  of  their  first  entry  in  the  institution  of  higher  educa- 
tion after  a  certain  date,  that  every  single  one  of  them  was  personally 
given  a  BOG  application* 

If  they  already  applied  by  the  time  the  BOG  applications  became 
available,  eveinr  single  one  of  them  who  had  been  admitted  was  mailed 
the  BOG  application. 

Then^  of  those  who  had  not  yet  been  admitted  when  the  BOG  appli- 
cation became  available,  every  single  one  of  these  was  personally 
handed  a  BOG  application  and  very  few  of  them  ever  filled  them  out. 
Very  few  of  those  that  Were  determined  later  on  to  have  been  actu- 
ally eligible  ever  filled  them  out*  They  are  going  to  schools  and  some- 
thing brought  tliem  there  and  it  was  sure  not  the  BOG  that  brought 
them  there. 

XoW)  mavbe  in  the  model  you  could  say,  **This  is  the  way  the  ra- 
tional, or  the  way  Ave  set  up  our  rational  consumer  and  our  rational 
♦  consumer  is  going  to  do  this  way  and  that  way***  But  maybe  in  fact  he 
is  not  going  to  do  them  in  those  ways. 

Did  you  have  something  ? 

Dr.  YAW  AtSTYNJ).  To  respond*  when  the  time  comes  to  respond  to 
some  of  the  questions  you  raised^  Mr*  Chairman ;  yeSi 

Dr.  SiiAUAT.  1  would  like  to  make  a  comment.  I  dotiH  know  if  it  bears 
on  quite  what  you  say,  Mr*  Chairman,  but  on  some  of  these  remarks, 
going  back  to  our  situation  where  we  now  have  to  have  our  many 
thousands  of  students  that  go  for  the  State  scholarship  forms,  and  it 
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eoulcl  bo  the  Fodoral  fwm,  you  know,  t'oi-  work-stiuly,  it  does  not  make 
?  «|"Oiwoe— woU,  It  does—why  don't  we  liave  a  simple  form  for  every- 
bofly  ?  This  nonsense  of  forms  galore  is  not  just  right. 

Mr.  0'Ha«A;  I  will  answer  that,  Dr.  Shabat.  Because,  for  many 
pQopiG,  the  ultimate  crime  of  a  government  program  is  to  "give  some- 
one  something  for  nothing"  and  you  have  to  havo  a  long  form  to  make 
sure  that  this  person  who  is  getting  an  education  and  benefiting  so- 
ciehr  js  not  "getting  something  for  nothing",  you  know. 

You, know,  you  want  to  make  sure,  by  George,  if  he  has  a  capability 
of  paying,  make  him  pay.  You  have  run  into  those  fellows  in  your  State 
legislature.  You  know  that.  They  want  to  see  to  it  that  everyone  of 
them  pays  and  dearly,  you  know.  That  is  why  you  need  the  long  form. 

You  a)uld  have  a  form  where  you  just  filled  out  your  name  and  ad- 
dress, if  we  were  not  so  concerned  that  somebody  might  get  some 
money,  or  might  get  something  for  nothing  who  was  not  one  of  the 
deserving  poor. 

Mr.  Dkllknback.  Will  you  yield  ? 

Mr.  O'Hara.  Yes.  'V 

Mr.  Dellenbaok.  That  is  something  less  than  encyclopedic  catholic 
coverage  of  the  entire  set  of  reasons. 

Dr.  Shabat.  In  our  State,  notice  what  we  are  having  to  do,  and  it 
could  be  the  Federal  Government  forcing  us  to  do  it,  too,  but  I  hope 
whatever  IS  done  you  will  not  get  into  this  kind  of  quagmire.  The 
point  IS  this,  we  are  having  our  student  go  through  a  very  laborious 
mechanism,  the  proceasing,  for  example.  We're  overwhelming  the 
btate  scholarship  commission;  they  didn't  believe  us,  we  are  going 
to  really  try  to  get  students  to.fill  these  things  out  because  we  have  to! 
Ihey  are  about  2  months  behind.  You  could  ask  about  the  kind  of 
adults  we  deal  with  in  community  colleges.  They  just  don't  plan  for 

years  in  advance.  You  catch  them  when  the  place  is  ready  to  open. 

"i'i.T  ".f"pounts  to  IS  they  are  playing  games.  The  game  is  this :  We 
need  $2  million,  and  we  could  pi'ove  that.  We  are  going  to  have  to  get 
It  by  iising  the^student  as  a  conduit  into  the  cash  i-eserve,  where  there 
are  millions  of  dollars  with  a  hierarchy,  a  bui-eaucracy  that  is  not 
manned  too  well.  And  processing  these  requests  costs  a  lot  of  money. 
,  It  costs  $6,  you  know,  to  process  just  one  of  these  forms.  Why  we 
invent  these  things,  I  suppose  it  is  because  every  organisation  tends  not 
only  to  fight  to  survive,  but  to  grow  and  this,  of  coui-se,  sometimes 
means,  "empire  building."  I  doift  appreciate  that,  though,  on  the  re- 
ceiving  side,  although  I  am  told  that  I  am  a  big  empii#Bttilder,  too,  so 
I  have  to  be  very  careful  of  that.  ^ 

Mr.  CHaha.  Dr.  Van  Alstyne. 

Dr.  Vak  Alstyne.  You  raised  the  question  on  the  Wisconsin  ex- 
periment  about  "who  comes?"  The  people  who  designed  and  reported 
the  study  did  try  to  estimate  who  comes  and  may  I  report  the  results  of 
a  preliminary  docutneht  that  was  forwarded  to  us  ? 

Let  me  give  the  example  of  one.  You  know  the  experiment  is  the  re* 
miction  111  tuition  of  a  community  college  to  be  equivalent  to  a  very 
low-cost  vocational  center  in  one  urban  and  one  rural  area  in  Wis- 
consin. In  the  case  where  they  had  a  47-percent  increase  in  enrollment, 
which  was  considerably  higher  than  the  11-person  system  enrollment 
for  the  institution,  the  increase  was  distributed  6  percent  continuing 
students,  three  reentry  students,  S-percent  transfer  students,  and  32- 
percent  new  students. 
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Well,  the  students  were  surveyed  and  indicated  that  tuition  and  lo- 
cation  of  the  institution  wore  significant  elements  in  their  decision. 
Now,  one  would  have  to  be  very  careful  about  extrapolating  the  results 
of  a  single  isolated  situation  to  a  system,  but  it  does  lend  some  credence 
to  the  suspicion  tjiat  the  estimates  of.  student  resjponse  to  tuition,  as 
i-eported  in  receht.  commission  reports,  is  possibly  underestimated 
seriously.  .  „  , 

Mr.  O'Haka.  Well,  I  think  that  is  so,  but,  you  see,  one  of  the  reasons 
I  raised  that  question  of  "who  comes?"  it  gets  back  to  my  tirade  against 
"why  you  have  to  have  the  long  form."  „  . 

Dr.  Hartman  spoke  in  terms  of  equalizing  the  coUegegoing  rate  as 
between  income  groups.  But  the  big  objective  was  not  to  concern  our- 
selves with  increasing  the  rale  of  collegegoing  among  middle-income 
groups,  but  rather  to  concern  oui-selves  with  the  collegegoing  among  the 
lowest  income  groups,  to  bring  them  up  to  the  point  of  other  income 
groups.  .  , 

Well,  I  think  that  whole  notion  has  so  many  assumptions  in  it  that 
I  am  not  sure  are  valid.  It  assumes,  fii-st  off,  that  we  are  perfectly  sat- 
isfied with  the  collegegoing  rate  generally,  that  the  percentage  who  go 
on  to  postsecondary  education  among  all  but  the  lowest  income  groups 
is  satisfactory,  t'lat  we  have  no  desire  to  increase  the  percentage  going 
on  among  otlier  income  gi'oups,  or  no  interest  in  doing  it  as  a  matter  of 

nublic  policy.  .    ,     i  .    ,  ,  ,  i 

Now,  the  second  assumption  is  that  it  is  the  money  that  makes  the 
difference.  But  I  am  also  not  very  sure  about  that.  For  instance,  I 
would  be  willing  to  wager  that,  in  my  congressional  district,,  among 
schoolteachers,  making  in  the  neighborhood  of  $10,000  or  $12,000  a 
year,  the  college-going  rate  among  their  children  is  much  higher  than 
It  is  among  autoworkers  making  the  same  $10,000  to  $12,000. 

So,  I  am  not  sure  it  is  the  moneys  ^\\&  family  income,  that  is  the  reason 
why  there  Is  this  .disparity  or  the  i[>!'jncipal  reason  for  the  disparity 
between  groups.  ,  .  , 

I  am  also  concerned  Avith  a  system  that  provides,  the  greatest  good 
for  the  greatest  number,  you  know.  In  other  words^  maybe  the  most 
efficient  way  of  getting  low-income  groups  in  terms  of  a  theoretical 
model,  may'be  to  put  it  all  in  need-based  student  assistance. 

So,  maybe  there  are  more  efficient  ways  of  maximizing  the  total 
nuniber  of  who  are  going  on  to  postsecondary  education,  much  more 
efficient  ways  and  niaybe  that  Avould  involve  more  across-the-board 
assistance  in  reducing  college-going  costs. 

1  would  like  to  get  Mr.  Haiiman's  comments  on  that. 

Mr.  HAKniAN.  Well,  if  I  could  comment  on  some  other  things  also? 

Mr.  O'llAttA.  Yes.  ,   ,  .   ,  , 

Mr.  Hartman.  This  last  question  about  "Whether  money  is  the  real 
determinant  of  college-going  rates."  I  don't  think  there  is  any  ques- 
tion that  it  is  not  the  only  determinant>  and  1  am  not  sure  that  it  is  the 
major  one.  But  the  importance  of  finances  is  not  essential  for  the  argu- 
ment that  differential  student  aid  go  more  to  low  income  students  than 

to  others.  .  .      *      ,     ,      .  , 

The  fact  is  tliat  tliere  \«  a  larger  proportion  of  nonattendants  in  low 
income  groups,  hot  only  of  auto  workers,  but  of  peo)3le  with  extremely 
unskilled  backgrotmds,  in  some  cases  where  the  parent  is  not  even  in 
any  occupational  class  but  is  living  on  welfare. 
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Certainly,  no  ono  would  dcnjr  that  there  is  a  correlation  between 
low  income  and  a  lot  of  other' soci«l  factars  that  would  tend  to  discour- 
age college  going.  People  who  fivll  under  $6,000  income,  for  example, 
are  almost  exclusively  not  people  from  professional  backgrounds,  not 
people  from  intact  liomes,  not  people  whose  parents  have  had  a  lot  of 
education,  and  it  really  is  following  up  your  notion  of  it  being  unlikely 
that  such  families  will  be  encouraging  going  to  college,  that  we  uu 
the  only  public  policy  measure  that  is  easily  available  to  us,  namely,  to 
make  it  cost  less  to  try  to  lure  such  students  in,  in  effect,  taking  the 
phvce  ot  what  normally  would  be  nurtured  in  the  home. 

Xhat  IS  less  essential  when  you  start  talking  about  the  $15,000  and 
p),000  income  families,  because  those  families  are  much  more  likely 
,  to- have  the  kind  of  background  or  to  live  in  the  neighborhood  where 
their  neighbors  have  the  background  that  would  tend  to  encourage 
people  to  j!jo  to  college, 

Money  IS  not  everything,  counseling  anci  good  secondary  schools 
and  all  of  that  would  do  a  lot  tb  help  kids  in  jjoor  neighborhoods  to  go 
onto  college,  but  in  Federal  programs  these  are  very  hard  to  get  at. 

Let  me  make  two  small  jpoints.  I  have  spoken  up  for  student  aid 
here.  It  is  easy  to  create  an  idealized  sy.stem  of  student  aid,  but  people 
point  out  that  when  you  look  at  the  forms  they  are  mighty  complicated 
and  many  students  can't  fill  them  out. 

I  would  be  the  last  to  defend  complexity  hore  and  I  actually  do  fa- 
vor an  extremel^y  simple  form  even  if  that  will  allow  some  people  who 
do  not  deserve  it  to  get  the  monev.  If  simplicity  could  be  achieved.  I 
would  be  willing  to  lot  a  few  people  get  away  with  ripping  off  the  Fed- 
eral Government. 

I  know  that  is  a  hard  point  of  view  to  get  across  in  the  Congress, 
but  I  think  that  there  is  a  great  deal  of  sense  to  eliminating  a  lot  of 
the  stuff  about  assets,  for  example,  on  the  BOG  forms,  just  on  the 
grounds  that  it  discourages  people  from  filling  it  out  aiid  also  en- 
courages cheating.  '  . 

One  more  short  comment.  Someone  asked,  "How  could  you  explain 
to  students  the  imposition  of  tuition  and  make  them  understand  it." 
and  I  am  not  sure  this  is  the  most  politically  savvy  way  to  do  it,  but  I 
would  present  them  with  the  proposition :  '^Education  is  a  good  thing 
and  lack  of  education  is  something  to  be.  avoided,  but  starvation  is 
even  worse."  And  yet  the  Federal  Government  in  the  case  of  food  oro- 
grams  and  starvation,  goes  about  it  by  letting  farmers  get  paid  for 
their  food,  but  it  gives  poor  people  pieces  of  paper  called  "food 
stamps"  that  allow  them  to  acquire  the  food  at  less  than  full  price  and 
if  they  are  very  poor  they  get  a  certain  amount  of  food  fme,  but  every- 
body else  pays.for  food  iind  no  one  lias  yet  proposed  that  tlie  way  to 
get  around  the  problems  of  starvation  is  to  make  food  free  for  every- 
one. 

Therefore,  it  could  be  argued  that  maybe  Wvi  ought  to  move  in  that 
direction  in  higher  education,  to  try  somewhat  more  tuition  but  to  take 
care  of  those,  who  would  be  "starved"  otherwise,  by  subsidizing  their 
costs  for  purchasing  this  education,  and  this  would  move  higher  edu- 
cation more  in  line  with  other  programs  for  which  the  Federal  Gov- 
ei'nnient  provides  differential  assistance  and  aid,  because  it  thinks  that 
tlu^good  has  some  special  social  merit, 

So  1  don't  think  we  are  creating  something  new  in  higher  education 
M'hen  we  talk  about  charging  prices  closer  to  costs  and  giving  grants, 
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but  ttctually  talking  about  moving  it  in  the  direction  of  other  pro- 
itrauis  for  which  the  Federal  Government  provides  subsidies.  . 

Mr.  0'HAn.v.  Completely  different,  of  course,  m  the  sense  that  1 
think  it  is  safe  to  assume  that  almost  everyone  is  eating  though  some 
are  eating  less  well  than  others.  That  is  not  the  m%  »i  postsecondary 

*^^^it1s  not  so  that  everybody  is  getting  postsecondary  education,  but 
some  are  getting  less  than  others.  If  it  were,  your  system  would  niako 
more  sense  than  it  does  in  the  actuality,  because  we  are  talking  about 
hnancial  inducement  to  go  on  and  I  think  we  have  to  make  some  deci- 
sions about  just  what  good  the  linancial  inducements  do  and  who  they 

do  good  for.  ,      .  i  i.-  i 

I  tliink  the  lowest  income  groups,  you  say  there  is  a  correlation  be- 
tween low  income  and  college  attendance.  Well,  there  is  a  correlation 
between  low  income  and  sickle  cell  anemia,  but  I  would  not  have  voted 
for  the  sickle  cell  anemia  program  as  I  did  if  it  had  propoa\1  to  go 
ahead  and  provide  special  care  for  only  low-income^ljeople.  iui?ybe 
there  is  something  else  in  there  that  we  ought  to  be  looking  at, 

I  think  that  We  fail  to  sort  some  of  these  things  out  and  wlven  you 
talk  about  the  15,000,  the  20,000,  whether  tl'.e  incentive  to  go  is  greater, 
maybe  in  those  groups  it  is  the  money  that  is  keeping  them  from  going, 
you  see.  They  have  already  gotten  their  incentive  to  go. 
"  Maybe  in  fact  thei-e  is  the  income  group  where  the  nioney  crunch 
is  causing  the  greatest  cutback  in  college  attendance.  I  ao  not  know. 
Probably  not  the  greatest,  maybe  you  could  make  a  good  case,  it  you 
lind  schoolteachers  whose  children  are  not  ^onig  on  to  college,  maybe 
you  could  say,  "Well,  there  is  a  case  where  it  is  the  money.lt  must  be 
tile  money  because  you  have  both  parents  are  teachers  and  they,  have 
un  incentive  to  go." 


in  postsecondary  education  generally  on  the  part  of  all  income  groups 
or  "Are  we  unconcerned  about  income  groups  above  a  certain  level 
whether  or  not  they  participate  more  fully." 

Don't  worry  about  the  quorum  call.  I  just  agreed  to  expose  myselt 
to  a  poor  attendance  record  in  order  to  continue  this  session.  Ihe 

others  will  return.  .     ,  ^      .  .    ,   ,  i  •  i. 

Dv.  Van  Als-tynis.  The  National  Commission  had  pi*epared  intor- 
mation  showing  the  education  participation  rates  by  income  levels  for 
a  period  of  several  years  over  the  late  sixties  to  the  present  time.  Those 
data  indicate  that  education  participation  rates  for  all  income  groups 
have  gone  down,  that  they  peaked  in  19G9,  and  the  income  groups 
which  had  the  largest  relative  decrease  is  the  middle-income  groups. 

Now,  reasons  have  been  offered  for  this  including  changing  employ- 
ment opportunities  for  college  graduates,  changes  in  draft  laws, 
changes  m  availability  of  aid,  and  not  a  great  deal  has  been  done  to 
iist'ertain  the  impact  of  increasing  costs  on  those  lowered  education 
participation  rates.  .  ^         ,  «  ,  •    i.-  . 

We  tried  the  other  day  to  come  up  with  a  crude  first  approximation 
of  what  these  costs  wei'iti,  because  we  do  not  have  any  good  indexes, 
either  of  student  costs  or  of  institutional  coste.  But  we  used  some  col- 
lego  board  survey  data  on  expenditure  patterns  and  we  used  historical 
data  provided  by  the  Bureau  of  Labor  Statistics  to  devise  a  hrst  ap- 
proximation of  a  cost  index  for  students  going  to  college. 
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It  was  toiintl  tlittt.  tho  hiciciiso.  t'l-otn  the.  iju-optlon  of  the  stiulojit  aid 
programs  for  the  (nirront  time  ;s  in  tlie  nei^'hborhoocl  of  30  percent,  so 
students  luivo  been  faced  with  a  40.pem'nt  increase  in  costs  which 
may  go  someway  townrd  explaining  tlie  declining  education  pai-tioipa- 
tioumtesthatwesee. 

It  also  may  help  explain  why  we  don't  find  massive  impact  of  the 
student  aid  piograms  on  improved  access,  because  we  then  added  up 
some  dollars  of  awards  under  the  various  student  aid  programs  and 
got  an  average  award  per  studcjit  over  a  time  di\'ided  by  tho  cost  index 
and  came  up  with  a  figure  which  indicated  that  there 'has  been  no  in- 
ci-ease  m  the  purchasing  power  of  students  of  educational  service  as 
a  result  ot  the  increase  in  student  aid.  They  had  been  wiped  out  bv 
inflation.  ^ 

I  Dr.  Bragdim  has  had  some  experience  with 
tins.  Pie  indicated  m  his  testimony  people  of  middle-income  groiins 
are  hnding  It  harder  and  harder. 

,  Dr.  Bkaodon.  There  is  no  question  that  most  of  those  associated  with 
independent  colleges  are  very  unhappy  as  they  see  middle-class  men 
and  women,  boys  and  girls,  precluded  from  coming  to  the  institution. 
1  think  that  in  .some  of  the  more  affluent  institutions,  better  endowed 
institutions,  there  is  a  juxtaposition  of  the  very  affluent  and  those  of 
very  limited  means  and  those  in  between  are  excluded. 

At  a  college  like  Reed,  which  is  not  that  well  endowed,  I  think  that 
we  see  an  even  larger  number  of  people  excluded,  including  those  who 

would  like  tn  nnnnn.  f.hnsn  wltn  nnt^lt.         ftm..         4-1. 4.„  ^i>.-i  x_ 


IS  able  to  support  a  more  generous  financial  aid  program. 

I  think  you  mentioned  something  earlier  which  should  be  of  con- 
cern. nltnnilD'h  ItUlvho  hnf  nm.  miiin  T  4.1.t».l.  aI   
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«im  J.  W1U114.  uuuii^iiuiu,  wie  country  tnere  are  people 
with  incomes  that  are  rather  high,  maybe  even  higher  than  the  figures 
vou  suggested,  in  some  eases,  but  where  there  is  not  a  motivation  or 
history  or  tradition  which  gives  i-ise  to  the  Motivation  to  take  ad- 
vantage of  educational  opportunities  that  we  do  have  in  thissociotv.  I 
think  that  is  a  \yaRte  of  the  individual  in  terms  of  fulfilling  hiiiLselJ  or 
herself  and  it  is  a  bad  thing  for  society,  which  needs  an  educated 
citizenry. 

V 

OV^.  „  .  j-Y^vwi,  Awi  wic  utiuu  iiiiivuisii,,y  ueiirers. 

I  would  like  to  hguite  out,  in  terms  qf  efficiently,  what  the  cost  of 
dropping  those  tuitjons  was  per  aided  student,  you  know.  I  will  bet 
you,  although  I  may  be  wrong,  because  I  have  not  figured  it  out,  but 
I  bet  you  the  per  additional  student  cost  was  less  than  any  system  that 
could  be  devised  to  achieve  similar  increases  in  student  attendance. 
,  But  that  gets  back  to  one  of  tli(j  questions  I  asked.  Who  is  it  that 
IS  to  come?  And  does  it  wmiUiv  who  it  is  that  conies?  If  what 
wo  are  talking  about  is  not  some  soi-t  of  income  maintenance 
system,  or  whate\'er,  but  if  we  are  talking  about  is,  as  has 
been  suggested  by  Dr.  Shabat,  achieving  a  societal  good,  doing 
something,  not  for  individual  students,  but  doing  something  for  so- 
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ciety,  if  we  proceed  oii  the  assumption  that  an  educated  society  is  a 
better  society,  if  what  we  ave  trying  to  do  is  uiaximiKe  the  number  who 
continue  witli  their  education  because  it  benefits  all  of  us,  not  just  the 

ones  who  ""et  th~   iS— •    ...l...*  -l!fl'«.«i#v«inn  rinnn  if  tTIill/O  ir  \VP.  mnifc 

if  possible  for  i 
family's  child  t( 

one  in  each  case.  1.1  •  • 

Now,  there  are  equalitv  factors  in  here,  too.  I  uiean  that  is  something 
else  to  take  a  look  at.  But  in  terms  of  the  societal  impact  of  increasing 
the  skills  niid  knowledge  and  ability  of  our  human  resources,  human 
resources  terms,  maybe  there  is  another  way  of  looking  at  it. 

Now,  Dr.  Van  Aistyne  had  an  interesting  comment  that  we  some- 
times are  confusing  income  maintenance  with  educational  expense. 
I  am  not  sure  whether  it  was  one  of  your  points,  but  of  course  tliat  is 
wimt  we  are  doing.  We  are  making  some  of  our  education  aids  into 
an  income  maintenance  program.  •  .  .      ,    .  .  .' 

We  are  taking  people  who  ought  to  be,  in  my  opinioii,  obtaining  ni- 
'  .come  maintenance  assistance  from  other  3ources,  and  using  scarce  edu- 
cation funds  to  i)i'ovide  them  with  income  maintenance  that  ought  to 
be  coming  from  other  fund  sources. 

I  am  not  saying  tbev  ought  not  to  be  getting  this.  I  am  lUst  saying 
that  it  is  going  to  co^-t  something—well,  for  instance,  we  had  a  student 
in  hero  from  San  Francisco  State,  who  was  telling  us  of  problems  of 
many  of  their  students,  and  talking  of  ADC  mothers,  for  instance, 
with  one  or  two  children  having  difficulty  nttending  San  Francisco 
State  because  they  were  not  getting  assistance  in  sufficient  amounts 
to  permit  them  to  attend.  .  .  «.  .  ..1. 

I  think  they  ought  to  get  income  maintenance  assistance  in  sufticient 
amounts  to  permit  them  to  attend,  but  I  think  they  ought  to  bo  getting 
that  whether  they  are  going  to  college  or  whether  they  are  not  going  to 

^  AVKrtt  di  ffereuco  does  that  make  ?  Tliey  ought  to  be  getting  enougli  to 
live  on.  so  maybe  we  are  substituting  in  a  way  here.  ^ 
Uv.  Delleiiback,  I  have  been  just  sort  of  marking  time  for  you  to  get 

^lrr.*Dm.Exi»Ac-K.  If  I  may  say  .uiofficially  to  the  panel  that  the 
quorum  call  applies  equally  to  the  Cliairman  and  to  me,  the  diirerence 
between  us  is  that  we  both  c^ome  from  Democratic  districts?. 

Mr.O'IlAHA.  Youcouldivttell  it  by  the  last  election. 

Mr.  DMi.tKxnAt-K.  Tiiere  is  obviously  a  lot  here  to  stimulate  thought. 
1  would  think  that  in  that  which  has  been  said  enough  has  been  thrown 
out  so  that  we  could  walk  in  a  series  of  different  directions  in  a  limited 
time,  but.  unfortunately,  or  if  we  had  unlimited  time  rather  we  could 
do  that.  But  unfortunately,  our  time  is  limited  and  we  can  t. 

It  would  seem  to  me  that  we  are  facing  a  situation  whei^c  the  jieril 
is,  as  you  said,  ih  effect,  we  may  confuse  the  question  of  priorities 
among  different  fields  with  priorities  within  the  field  of  education, 
which  is  succinctly  what  I  read  your  first  point  as  really  saying.  , 

Perspectives  do  vary  as  between  fields,  when  we  deal  with  agricul- 
turalists, although  we'of  the  Congress  must  be  general,  wc  are  dealing 
witli  people  who  are  convinced  that  at  the  heart  of  what  Government 
must  do  is  t'eexl  people.  Be  sure  they  do  or  they  can  t  do  anything  else. 

When  wc  deal  with  people  who  are  deeply  involved  in  the  fleld  of 
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national  defense,  thvy  aio  sold  on  the  concept  of  wo  can't  remain  at 
peace  m  the  world,  we  can't  do  anythinj?  else. 

When  we  deal  with  people  wlio  are. essentially  dealing  with  the  tax 
structure  and  the  economic  society,  they  are  persuaded  that  the  absolute 
sine  qua  non  is  we  must  have  strong  economy  because  if  we  don't  have 
stroiiff  economy,  we  can't  do  anything  else  and  if  you  walk  down  field 
by  field  in  housing  and  education  and  every  where'else  we  go,  and  peo- 
ple who  are  deeply  involved  in  a  field,  as  you  who  are  careerwise 
mvolyed  in  a  field,  and  as  we,  who  to  a  degree  are  at  least  concentrat- 
ing it  not  specializing  in  the  field  of  education,  the  danger  is  that  we 
become  advocates  rather  than  objective  i  iidges. 

Now,  I  say  the  danger,  because  of  the  other  side  of  the  cohi  is  yon 
must  be  fair  m  a  system,  that  is,  have  a  balancing  oil'.  If  everybody 
were  the  judge,  there  would  be  no  selling  the  case  and  making  the 
hard  point  of  why. 

In  this  instance,  education  is  an  absolute  imperative.  But  it  runs 
more  than  higher  education.  Even  within  this  field,  to  m-ve  to  your 
second  analysis  and  even  if  we,  who  are  here  involved  together,  are  not 
fighting  the  battle  of  one  field  against  another  field  but  are  shifting 
our  discussions  to  within  the  field  of  education,  although  while  looking 
back  over  our  shouldei-s  at  competing  fields  who  are  competing  for 
dollars  and  attention  and  national  interests  and  everything  else  that 
iroes  with  it,  we  are  assuming  the  importance  of  the  education  field, 
but  we  are  not,  even  within  that  field,  able  to  deal  with  traditional 
higher  education  without  realizing  that  emphasis  on  higher  education 
has  substantially  shifted,  at  least  as  far  as  congressional  interests  are 
concerned,  to  posfc-secondary  education,  which  is  a  much  broader 
field. 

And  it  shifted  from  the  traditional  18  to  2-4  vears  of  age  to  a  life- 
long  learning  and  then,  witliin  the  field,  still  M-e'are  going  way  bevond 
post-secondary  and  we  are  talking  about  really  earlv  childhood  all  the 
wav  on  up,  becaiiRo  all  of  that  is  still  within  the  'field  of  education. 

ITaving  said  this  merely  to  establish  a  framework,  we  still  todav  are 
particularly  interested,  and  we  have  to.  it  seems  to  me,  fight  oft'  the 
fascipttting  temptation  to,  in  this  kind  of  stimulating  discussion,  deal 
\yith  all  of  the  problems  of  the  world,  and  concentrate  a  little  bit  on 
the  pi'oblems  of  education  and  where  we  talk  and  what  we  could  do 
within  this  much  narrower  field. 

When  we  deal  with  data  and  studies,  we  are  also  dealing  with  some- 
thing that  IS  dated.  We  :>.art  talking  about  BOO  forms  and  whv  people 
(irnore  them  and  so  on.  In  one  sense,  all  of  those  studies  are  academic, 
because  they  dealt  with  the  first  year  of  a  program  where  $122.1  million 
was  appropriated  of  which  $40  million  were  unspent  and  we  are  now 
m  a  different  ball  game  and  in  a  dillerent  time  when  $475  million  is 
available  plus  a  carryover  of  ahout  $40  million  and  what  are  we  going 
to  do  with  that,  and  what  are  we  going  to  do  the  vear  beyond  that,  and 
when  we  deal  with  that  program  we  can  learn  somewhat  from  what 
history  has  told  lis  and  what  history  has  told  you,  but  wo  can't  say 
this  IS  the  situation  today  in  that  field  or  a  host  o'f  these  others,  because 
as  I  say.  an-  data  and  studies  are  dated,  but  the  field  is  dynamic.  If 
the  field  is  static,  it  is  a  dift'erent  thing. 

I  would  say  just  a  word  further  on,  this  matter  of  forms.  Why  do  we 
have  forms?  We  have  forms,  it  seems  to  me.  because  dollars  are'limited 
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uiul  cei'tttiii  jroals  atv.  souMlit.  Now  we  could  go  oW  into  the  baso  anil  siiy 
"ShoiiUl  doUai's  be  limited  and  how  many  dollars  in  this  held  versus 
tlmt  Held."  Wc  can  quarrel  or  agree  upon  what  tlio  goals  are  that  are 
hoiuff  sought  and  what  the  thrust  is  not,  and  I  wish  the  Chairman  were 
here  l)ocause  I  njvi  sure  iu^  didn't  really  nuau  that  we  do  it  because  ot 
some  esoteric  hirsute  philosophy,  "Unless  it  hurts,  it  is  not  helptul  and 
unless  it  is  paint'ulit  is  not  good' medicine."  , 

It  seems  to  me  we  do  have  the  problem  utiless  you  are  gonig  to  say, 
"AVhatever  anybody  wants  he  or,  she  could  have  and  whatever  any- 
body tells  us,  it  is  youvs."  ,  -  1 
Wo  have  to  have  some  method  of  setting  a  goal  for  a  program  and 
setting  a  basis  for  qualifying  that  program  and  realizing  you  have  to  , 
do  that  if  the  dolhirs  tliaf  are  going  to  inalce  up  that  program  are  Inn- 
ited,  as  indeed  they  are. 

I  do  say,  havijig  .said  that,  that  it  seejus  to  me  we  run  a  veal  danger 
of  confusing,  fiJ'st,  the  need  for  some  information,  which  is  a  valid 
need,  with  what  has  grown  up  and  unnecessary  and  wastetul  dupli- 
cation of  effort  in  filling  out  forms,  asking  questions  which  are 
i I'rele vant.  a.sking  them  27  times  instead  of  just  once. 

One  of  the  goals  of  the  subcommittee  has  been,  on  our  o\yii,  ana 
also  working  witli  the  Office  of  Kducation,  to  see  if  we  can't  simplify 
it  because  it  seems  to  me  one  of  the  really  imperative  things  and  an 
achievable  thing  is  to  say  an  applicant  fills  out  one  form. 

Now,  let's  get  on  there  all  of  the  information  you  nee.d.  Ihen  it 
for  a  given  program  vou  mav  abstract  different  sections  of  the  intor- 
matioh  but  for  heaven  s  sake,  don't  make  them  walk  the  road  six 
thne.s  or  27  times  or  however  many  tinu'5  it  is. 

So,  I  am  not  in  aiivwise  defending  the  lenath  of  forms  or  com- 
plexitv  or  nniltiolicitv'of  foi'ius.  but  I  am  iust  sayuur  we  are  gouig  to 
i-ontinuo  to  need  something  in  the  way  of  information  but  in  an  area 
that  is  on  the  edijc  of  what  is  really  relevant,  and  yet  unless  it  goes 
ill  too  many  directions,  we  don't  liave  time  for  it.^  .1,1 
That  is  what  the  new  age  of  majority  is  going  to  do  to  the  whole 
concept  of  need  analysis,  because  we  don't  know  yet  what  the  rainihca- 
tions  of  that  are,  but  if  you  let  your  mind  play  on  the  subject  it 
could  lead  you  into  a  situation  where  the  whole  needs  test  runs  tlie 
i'i.sk  of  going  by  the  boards  because  at  least  there  will  only  be  a  frac- 
tion of  18-year-o1drf  who,  by  any  information  we  have  been  using, 
are  not  in  need.  .      .       .  ,/ 

S(mie  that  still  will  not  be,  but  that  is  going  to  bo  a  small  percentage 
and  it  not  only  deals  with  the  dollars  for  educational  proirrams,  but 
it  deals  with  tlie  whole  sociological  impact  on  families  and  the  whole 
structure  of  "xVre  wo  going  to  force  independence  into  an  18-year- 
old?"  So  that  in  order  to  get  some  dollars  under  a  Federal  program  or 
State  proaram  or  some  other  kind  of  program  they  have  to  declare 
theiiisches  out  of  the  family,  which  you  don't  v.*ant.  At  least  I  |im 
not  ready  for  my  IS-year-old  daughter  to  leave  in  this  particular 

direction'.  '  ^        ^  .  ^  *       .  ,       <     1.  •  1 . 

I  think  it  would  l)e  bad  for  her  and  bad  for  society  and  certainly 

^'"so,"if"l  may,  mav  I  ask  a  couple  of  questions  about  some  of  this 
idea  of  tuition  and 'trying  to  narrow  the  focus  down  on  what  would 
*  be  helpful  to  tis  in  thi's  particular  narrow  subject  that  we  aro  looking 
at  this  morning. 
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Dr.  Shubat,  I  ^ntlior  from  wluit  you  said  that  you  would  advocate 
the  ohmuiiitioii  of  loans  entirely  as  part  of  the  package  of  aid?  Would 
you  just  go  to  grants  and  maybe  to  work-study  ? 

lii*.  SiiAHAT.  I  was,  of  coui'se,  limiting  my  remarks  to  the  population 
winch  we  serve  and  must  serve.  I  did  not  get  into  other  fields  where 
1  know  a  Jot  less  and  I  am  not  on  such  good  grounds.  Here  I  think 
I  know  about  as  nuioh  as  anyone  else. 

r  am  saying  that  my  exnerieufc  with  the  grants  when  I  was  a 
presKlent  of  one  of  the  colleges  before  I  became  chancellor  of  our 
systonW-and  my  experience  goes  back  now  for  some  25  years— I  did 
keep  taw  of  all  loans.  The  particular  college  was  for  sort  of  an  upper- 
low-uio(hne  group,  and  we  have  not  found  by  anv  means  all  of  them 
who  owp  money. 

,  We  lyi ye  expended  a  lot  of  our  own  effort  atid  money,  and  that  effort 
is  woiith  money  because  it  takes  time.  We  e\-en  had  I  suppose 
tedei'ttil  people  spending  money  because  they  Jiave  been  trying  to 
audit  a:|ul  It  has  not  ]ust  been  worth  it. 

I  an-  not  so  sure  about  the  higher  income  gi-oups  as  those  hi  the 
upper  vUnsion  m  f;«aduato  work.  I  didn't  purport  to  speak  for  that 
group.  I  know  less  and  I  have  some  ideas,  but  I  don't  claim  they  are 
too  accurate.  1  am  certani  that  mv  colleagues  here  could  speak  Uotter 
than  I  on  that. 

You  see,  for  poor  people's  loans,  you  have  to  understand  where  they 
come  from.  Do  you  know  what  it  is  to  start  to  talk  to  them  and  ask 
thein  about  a  lot  of  tilings  that  are  private?  You  have  to  understand 
their  bafkgrounds,  their  culture,  their  feare.  Some  of  them,  they  may 
not  be  worthwhile,  but  they  are  real  to  them. 


That  is  not  for  political  reasons  alone.  For  any  and  every  facet  of 
their  personal  lives  have  been  persecuted  and  disadvantaged  in  Just 
about  every  way,  and  they  have  been  left  out  and  they  don't  want  to 
coine  into  the  mainstream  with  that  kind  of  a  vehicle.  That  is  the 
sense  that  I  get. 

As  to  the  grants,  sure  there  is  a  packatf**.  I  said  there  is  a  package 
and  it  is  money  and.  we  have  a  beautiful  system  in  Illinois;  it  is  ex- 
ceptional. You  have  to  understand  this.  In  fact,  one  of  the  most 
perceptive  students  said  recently,  "Is  it  true,  Mr."  Shabat,  about  10 
will  probably  ha^'e  to  Day  and  00  out  of  every  100,  given  our  incomoib. 
will  be  able  to  get  the  State  monetary  award  if  they  fill  out  the  form?" 

"What  are  you  doing  to  the  90  out  of  every  100  for  those  10,  Mr. 
Iiartmau?'  I  mean  let  some  of  them  get  away?  1  mean  what  are  we 
paying  for? 

I  am  talking  about  our  sort  of  college  in  the  big  city,  I  know  you 
can  t  legishttive  for  that  and  that  you  have  a  dimciilt  situaticm  'but 
these  are.  real  people  in  this  big  city  and  there  are  more  of  them 
ill  the  big  cities  then  anywhere  else.  That  is  your  future  and  that 
today  IS  the  ci'ueible  of  our  society. 

Are  we  going  to  work  out  a  new  society  and  better  one  than  we 
ever  had  there,  or  are  we  going  to  fail  ? 
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Maybe  Hiis  is  too  sU-ong  lanmuige,  bttt  t  i  s  »s  tlio  3  I  see  t. 
Yon  do  say,  Yes,  the  package  of  grants  or  auls,  A  5»  I  iy^l^X  g 
against  the  work-study.  You  luvve  to  work  for  it.  That  does  me  n 
you  are  paying.  I  like  tlie  idea,  particularly  if  it  comes  m  our  form. 
^  The  studwitlai  e  enrolled  in  programs  aiuT  these  programs  are  career 
orie  ted.  I  don't  care  if  they  go  for  Ph.  P.'s  latimately,  that  is  a  career 
mS«i  as  far  as  I  am  concetliod  and  I  think  they  should  got  an 
internship.  That  is  the  way  we  price  to  maximize  the  work-stucly. 

u  f  Z  necessarily  theLlloge.  You  know  out  f  «^  ^eal  woijd,  so 
to  speak,  where  there  arc  work  stations  closely,  related  to  the  occupa- 
tionnl  area  or  the  career  they  have  chosen,  that  is  Hue  for  tliein  to  make 


You  see.  it  is  a  break  for  them  and  we  inaximize  tnai  Kinu  oi  i." 
Tlie  EOG  is  a  supplement,  this  is  a  supplement,  and  B()(t  which  is 
comiiii?  in.  T  ajyree  with  your  remarks.  It  is  a  hrst  experience  ajid  a  fair 
exDerience.  Now  the  second  year  student  and  idtimately  all  nndei- 
giidnate  students  can  be  aided,  and  there  will  be  nioi-e  money  put  up 
To  a^-ei'tain  sum.  miniis  the  family  contTibution.  _ 

All  of  those  things  are  a  package.  That  is  what  they  do  in  ^ew  1  ork 
where  thev  go  to  the  tune  of  a  maximum  of  $2,100  in  order  to  keot>  that 
stttdoiit,  and  this  is  the  college  opportunity  student  f''<>'»th«  lowest 
rung,  sd  to  speak,  and  there  are  4.500  of  them  right  now.  That  is  quite 
a  group  in  total  dollars.  .      t        i    .i.  *i.„4. 

^riie  last  few  years  von  have  to  get  a  package,  I  am  not  against  tliat. 
On  the  other  hand,  let  me  tell  you  one^of  the  things  I  aiii  against.  Some 


millions,  about  as  much  as  we  nave  tor  rue  poumuuut;y  nni^yvo.  ^  v,« 
know,  with  the  community  college  board  being  the  f-f^drnt. 

Wllttt  you  do  then,  you  see.  you  will  hit  those  people  who  are  better 
able  aml'can  pay  $8  so  you  can  give  it  to  the  l?W"nicome  people.  I  m^^ 
had  some  colleagaes  in  community  <'ojleges  t  lat^say.  "Make  yom  tt^^^^^ 
tioh  high  enough  so  you  citn  take  a  piece  of  that  and  waive  it  for  the 
manv  who  cannot  afford  it."  .  i 

This  is  even  ft'orse,  because  this  means  the  people  tn  that  popula- 
tion, here  and  now,  some  of  them  are  «r<>V^« j"  Piiy^lf-V^I.TSi^^^ 
others  who  could  not  afford  it.  I  maintain  that  is  the  job  of  society, 
not  this  little  society  composed  of  those  hettcr-to-do  students.  That 
should  be  spread  as  widely  as  possible.     .        ,  . 

So,  I  come  back,  yes, 'to  answer  ybu,  it  will  be  necessary,  unfor- 
tunately, though,  the  needs  test  is  a  fact  of  life,  T  don't,  know  how  to 
!!et  around  that,  for  the  aid.    '  .         «.  .   ^  i 

But  for  our  State,  it  would  have  lieeh  so  much  more  efficient,  so  much 
cheaper,  we  would  have  gotten  away  f roni  soiiie  thiiigs  that  people  pist 
don't  like  when  they  have  to  go  through,  like  fiHinpf  out  the  tmn.  nna 
we  get  $2  million  \i  the  State  wouhl  have  done  what  the  State  did  lor 
higher  education  recently.  Since  It  is  a  big  political  issue,  that  is  where 

^''iVS  "ou  are  the  geueralist,  I  am  a  sociologist  and  advocnte^for  the 
comniunity  college,  but  when  oui'  Governor  sjiid,  "we  are  not  going 
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[0  luivo  the  luko  this  tall  for  senior  colleftos  and  univei-sities,"  do  you 
know  what  he  did?  He  took  $».8  million  from  the  Hlinois  State 
bcholarshm  Commission  and  gonci'al  revomujs  which  was  added  on 
to  and  no  high  tuition. 


have  saved  the  Stiito  mone/v  if  they  had  given  us  the  $2  million  and  not 
have  had  us  go  through  all  of  these  throes  because  it  would  have  cost 
us  a  lot.  That  IS  what  I  mean-^the  very  students  we  are  after  in  the 
community  college,  you  might  get  to  meet  them  and  I  imagine  yon 
have  them  in  your  district,  I  am  c',Mtain  Chairman  O'Hara  has,  he 
knows  what  I  am  talking  about,  and  I  don't  know  where  you  come 
from  exactly. 

Mv.  ,Dku<kk«aok.  Pait  of  my  empathy  for  what  you  arc  concerned 
,  iJr     1%  L^T^'        Chicago  during  my  grammar  school  yeai-s  near 
Oiirfleld  Park,  and  I  went  to  high  school  in  New  York  City  at  Senn. 

Dr.  Shaiut.  I  taught  at  Senn.  You  haven't  been  back  lately  because 
they^  are  different.  I  am  saying  that  we  should  try  to  economize  and 
maximijjo  those  values. 

You  spoke  of  values.  That  is  of  intei-est  to  me  as  a  sociologist.  I  don't 
believe  a  sociologist  and  economist  or  political  scientist  or  other  social 
scientists  are  expei-ts  who  can  determine  the  tables  upon  which  our 
liv;es  are  supposed  to  be  fonned.  That  is  for  the  citiaeniT  as  a  whole. 

Ihis  IS  my  pitch,  fhat  was  my  main  remark.  As  you  upgrade  the 
citizenry  in  their  awarenoss  of  what  confronts  them,  tlie  prol)lems  that 
conie  in  on  their  lives  about  which  they  must  have  excelien^c  and  upon 
which  they  must  have  participation  in  making  decisions,  tell  you,  sirs, 
if  you.  am  going  to  represent  the  constituency  where  they  stand,  thev 
are  the  people  who  really  are  going  to  determine  the  social  values  anil 
their  priowtie^.  ,!  i 

T  could,  a«  a  sociologist,  t<»11  you,  if  yoii  value  two  inconsistent  values 
at.  the  sume  time,  if  yon  are  sayin,^,  this  ia  more  important,  but  to  pmve 
It— you  pntat  below  anotlicr,  but  I^can't  toll  ymt  what  the  value  system 
siiouldbe.  My  view  isit  helouirs  and  resides  in  our  citijjenry  i  therefore, 

we  hM'e  to  upgrade  tlu'irintelligence.^^  -  .    ,  ■ 

l  liat  is  where  the  conununity  college  cofrics  in  in  the  big  city.  If  wo 
do  not  do  It,  I  rWt^knowhow  we  ar<i.  going  trt  make  its  not  that  the 
community  colle?*e  is  going  to  save  the' city,- but  it  is  a  maior  social 
vehu'le  in  our  society.  .    '  .  "  ;    -j  .  „  .... 

Mr.  T>i5M.ttK»AC>K.  No  question  about  iti  >  i  .  i  ■        , ,   ,       ,  , ;  j  ,  , 
Dr.  SiiAiui;.  I  want  to  boas  that  wc  go outj  We  drag  the  people  kv  we 
callit  aggressive,  we  drag  tlVem  in.  ■         n  - .       ■        .    >  U 
Mr.  l)rj.M.iNi5A<iK.  t  would  never  put  youUlown  ns  aggrefisiv<?./' 
Dr.  Sif  AiuT.  We  drag  them  in,  because  you  see,  part  of  the-  disad- 
vantage  IS  they  ha;Vo  never  known  about  their  opportunity,  thoV  never 
even  had  the  self  image  that  they  could  i-espect.  We  have  therefore  to 
twm  this  around,  it  cost  money,  but  it  also  taiws  a  lot  of  effort.  We  have 
not  found  all  of  the  ways*  , 

Mr.  DfiiitBNfiAOK.  The  answer  is,  you  are  not  saying  you  would 
eliminate  loans  completely  across,  the  board.  You  are  talking  about  a 
narrower  group  and  you  made  commeiits  on  it. 
Dr.  SiiABAf.  And  not  for  the  community  college. 
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Mr.  DixLENUAOK.  I  liad  been  slow  getting  here,  I  a"*  sorry,  and  I 
read  your  testimony,  Mr.  Brngdon,  and  I  am  pleased.  I  came  Irom 
Chicago,  but  I  graduated  in  Oregon.  ^  i  • 

Dr.m\0D0N.  I  guess  I  would  count  as  a  new  resident,  hjvmg  been 
there  8  years  and  having  some  familiarity  with  the  city  the  ^rm 
of  reincarnation  after  being  a  legislative  »*epvesentatiV6  of  New  Yoi^^^ 
City  and  having  a  close  interest  in  the  city  imivei-sity  and  its  im-tunes 
in  New  York,  somewhat  similar  to  what  you  mentioned,  but  I  did  want 
to  say  our  financial  aid  officei'S  for  our  type  of  institution,  which  is 
similar  to  a  great  many  across  the  countiy,  have  found  the  guaranteea 
student  loan  program  very  helpful,  particularly  ^^''.njSinS 
families,  and  suggest  that  an  adjusted  income  level  of  $20,000  might 
be  more  appropriate  than  $15,000,  to  reflect  more  accurately  what  a 
nuddle  class  family  might  be  today,  suggesting  that  the  payback  pro- 
visions  might  be  10  or  20  years,  because  students  are  borrowing  more. 

I  am  spSiking  about  loans  in  general-if  we  werato  narrow  the  gap 
in  the  price  between  the  public  and  the  private  institutions,  either  by 
institutional  support  or  by  more  meamngf  u),  Jind  extensive  assistance 
to  the  students  in  reaching  a  greater  number  of  student,  if were  to 
do  that,  that  a  gap  would  still  remain  between  the  costs,  ^  I  would  see 
it,  lietAveen  the  charges  of  the  public  and  independent  colleges  and  the 

'^"fwovSdlhfrlkTf  a  student  elects,  given  the  fact  of  that  gap,  to  go  to 
a  particular  institution  as  meeting  his  or  her  needs,  then  such  loan  pro- 
ffi-am^  think,  could  beof  great  significance.  .  ^. 

Therefore,  I  would  hope  it  would  be  kept  as  part  of  the  arsenal.  Of 
course,  the  iJig  thing  I  said  is,  "if and  f  guess  jn;r  main  f  fSf^g^is*  , 
whether  we  are  going  to  address  that  "if"  which  is  what  I  had  been- 
saving  earlier,  which  was,  great  numbers  of  colleges  and  wniversities 
of  this  countiV  which  have  semdi  significant  numbers  of 'Aien^  and 
women  and  are  serving  them  today  won't  be  here  m  the  l<mg  pull  un-- 
less  a  conscious  decision  is  made  that  they  s^iouM  Je  pre^rved.  J^d> 
this  is  a  qucstioriithat  is  addtessed'to  fchif  oommittee  -and  alhpf  the 
men  and  women  in  the' Congress,  and  to  all  .of  the  men  ahd-womeniti 
Stat©  legislatures  across  the  country.       .  '  '      1^         ii  lu-  '« 
«Do  they  want  <ihis  coritribution  to  cbntinue?  iBo  they  want  this  op., 
tiort  toremaino^entothe'sttidentr*  ■  i         ■        'l  uiv'«-*u« 
.  I thinkthJit wehare'^vei^^teasqntobe proudio^^^^^ 
ti6ns.' I  think  they  li^e^uttique  itt  jt|us>countm 
colleges  and  universiaesarepartwffofupijublib  system  I  think  that  the 
tiublic.  service  ciymmiilfmentJ  .id  Mng        largelV  by  W  public  in- 
situtioiw  ihelu^hpf  thc.(!dmii!rt«nity>  <coHefefe,'ttnd  that  tlils  has  been  a 
^reattraditioninAmbricari1ifc.'\n.;m    '     n  -^J; 
^  But  in  saying^thntf  lthittk  lam  sayin'g  that  inadvertently  pub  c 
policy  at  the  momentishui'ting  the  chances  fw.healthymii'vival^the 
independent  sector  in  higheW  education  hnd  !•  hope  that  you  i^^ould 
agree  that  that  is  a  signiffiiant  teiourcfe  to  be  preserved  and  the  oppor- 
tunities for  young  Americans  to  gotherei-  ^ 

Mr.  BrliWok.  Certainly  tliose  of  m  who  servwl  on  national 
commission,  if  we  neocicd  any  persuasion  and  we  had  that^chance  to 
look  it  over  this  vear,  we  are  really  persuaded  that  we  want  the  homo- 
geneitv  of  the  broad  reach,  we  want  State  universities,  private  institu. 
tions,  and  community  colleges  and  aU  of  the  gamut  of  what  falls  in 
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higSily"'«}feTan?'*^^"         Hai'tinau's  comment  on  not  price  is  also 
.  While  we  ai'o  tallung  hei-e  essentially  on  the  snbject  of  mo  tuition  or 

^1'  ^^'^^'^^  ^^'V'  ^»  »  conglomeration,  it  is  the  putting 
together  and  it  seems  to  me  that  wo  really  do  want  a  blend,  we  want  a 
S/f,  work-sttu  y,  of  loans  so  far  as  the  student  is  con- 

1  5*^^,"'^  }''^  connection  with  in- 

wJive  toge^^^^^^  ^        ^'"'^        ^^'^^^^^^  packagt  and  it  does 

You  can't  take  an  isolated  part  out.  I  think  what  the  subcommittee 
s  stuvnig  to  do  IS  lookmg  at  the  whole  picture  and  trying  to  make  at 

i  Svlf.?;?  n' V^'^l^.i'  but  atteast  is  very 

^  ""'^^y  worthwhile  goal.  ' 
Mr.  O  Haha.  I  think,  if  you  will  yield,  this  business  of  the  diversity 
IS  greatly  complicated,  as  I  am  stu-e  you  understand,  by  the  fact  that 
the  fetates  have  made  diftering  decisions  with  re.spect  to  the  extent  to 

SS.  I??'  T^R^^S  ^  '^"Ppoi'fc  public  higlier  etUu^tion  or  private 
higher  education  through  tuition  grants  or  >>aiatever. 

thhuvl  n?5f  ^^''li^^        ^       deal  to  do  with  back  in 


#  ii:„.V  »n  "  "^l^^,""""'"^'  program,  tntioniy  question  \m\\g 
if  they  could  provide  a  bettor  service  or  the  same  service  at  a  lower 

I  wanted  the^  Manpower  Administration  to  go  to  them  for  that 
service.  Here,  where  we  are  not  operating  higher  education  system  in 
Sif' r  "ot^ «"  appropriate  role  for  use,  we  have  these 

(iUtterent  feelings  on' State  approaches. 

.  ^  t. see  our  role  as  coming  in  at  this?  stage  of  the  game  and  sav- 
ing, all  right,  now,  some  States  have  chosen  to  favor  public  hiah'er 
education  and  not  to  assist  pi-ivate  higher  education,  thereforerwe. 


T  *i  '.1  T  ,r  .*^^^*."^.thttt.  If  It  were  our  choice  from  the  Insgihiiing. 

ii, '  ^1**"]"  ne  inclined  to  go  tp  saying,,  well,  who  provides  the 
service,  the  imt  service  at  the  liest  price,  you  know,  and  let's  use  themr 
Dr.  BijAODON.  Of  course,^aS'  I  mdidated  earlier,  Mr.  Chairman,  I 
*h  i  responsibility,  the  idea  of  State  i-e- 
stwnsi'bility  and  am  most  appreciative  of  the  fact  that  the  Federal 
Uovernment  has  been  even-handed  in  its  support  programs  and  reallv 
does  not  distmguisli  between  public  and  independeiit  institutions  in  its 
sufjport  programs.  That  has  Iwjen  the  tradition.  , 

There  are,  of  cmirst ,  ways  and  the  Federal  Government  has  assumed 
some  i-csponsibility.  not  oiilv  for  program  and  program  support  and  for 
some  segments  of  higher  edtication.  particularly  the  graduate  and  pro. 
fessionn)  level  wliert  nati..nal  rather  than  regional  or  State  need  k 
being  met.  but  also  CongreM*t  does  have  the  .State  incentive  grant  pro. 
gram  to  coiwider  and  that'  would  serve,  if  that  were  fundetl  and  ex- 
panded,  as  an  incentive  for  those  States  which  do  not  have  scholar. 
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ships  to  havo  thcin  mti'odiiccil,  and  it  would  sei'vc,  as  an  incontive  t'oi; 
those  who  have  tlioni  to  oni'lcli  tliem  in  sei'ving  a  larger  niunbcr  ol 

stitdeuts.  .        „    ,  ,  T 1 

Also,  thofe  is  a  direct  institutional  aid  tied  with  it,  not  fundod  I  bu- 
Hove,  tied  into  tlio  most  recent  Higher  Education  Act. 

Personally,  and  it  is  strictly  a  personal  opinion,  it'  the  hope  is  to  as- 
sist institutions,  I  don't  Itnow  it  should  appropriately  be  tied  to  the  at- 
tendance  just  of  low  income  persons,  as  the  statute  presently  provides, 
if  the  objective  is  to  preserve  and  strengthen  institutions. 

Mr.  O'Haua.  The  conference  committee  back  in  1972  spent  a  lot  of 
houi-s  wrestling  with  it,  "If  we  were  going  to  (jfo  forward  with  iustitu- 
ti<»n  aid,  what  should  be  the  formula  of  aid?"  That  was  a  tough  one 
and  we  talked  of  it  a  bit  yesterday  and  we  had  some  testimony  that  was 
180  degrees  on  the  other  side  of  that  coin.  What  is  the  best  way  to  go  if 
you  are  going  to  have  it?  Dr.  Boyd?  .  ,  , 

Dr.  Boyd.  1  would  simply  like  to  urge  you  to  go  ahead  with  what 
has  been  authorised,  but  not  funded.  That  is  the  cost  of  the  educational 
allowance  following  the  students.  Of  course,  while  we  are  accentuating 


ary  education,  antl  l  tniiik  it  is  neing  saici  in  private  as  wen  m  pumiu 
institutions.  But  in  order  to  provide  that,  there  has  to,  I  think, 'be  cost 
of  education  allowances  to  go  along  with  student  aid  so  there  can  be 
the  academic  programs  to  which  they  could  proceed  to  avail  themsolves. 

What  troubles  me  about  all  of  this  is  that  I  am  very  concerned  about 
not  having  a  huge  gap  between  the  private  and  public  institutions. 


and  other  mechanisms,  rather  than  through  higher  tuition.  , 

Dr.  BiuoDoN.  I  perhaps  should  state  that  since  I  am  from  an  inde- 
pendent  college,  you  mentioned  your  CED  study,  Dr.  Shabat,  earlier, 
but  there  lias  never  been  any  contention  by  the  spokesman  for  the  as- 
sociation which  encompasses  the  independent  institutions  that  the 
way  to  preserve  us  is  to  penalize  or  change  the  structure  at  tiie  public, 
and  some  foundations  have  done  so  and  some  task  forces  have  done  so, 
but  those  who  speak  for  independent  colleges  have  not  done  so,  and  I 
do  not  do  so  here*  ,  .   .  * 

I  do  say  if  We  do  nothing  by  that  route,  at  a  relatively  low  price  at  a 
public  institution,  with  the  taxpayer  tuition  subsidy,  we  should,  if  we 
wish  to  preserve  the  other  partners  in  this  process,  find  a  way  to  nar- 
row the  gap. 

Oonscquentially,  of  course,  one  way  to  do  that  is  to  raise  the  prices 
in  thomiblic  institutions' and  conceptually  there  would  be  no  problem 
with  that  if  tliere  were  a  compensating  increase  in  student  assistance. 

But  1  think,  one,  there  is  the  tradition  and  the  public  understanding 
about  this  and.  finally,  I  would  think  that,  judging  the  temper  of  the 
times,  1  would  think  it  Would  be  used  as  a  devise  by  many  to  raise 
the  prices  without  such  compensation  in  effect  reducing  the  appropria- 
tions for  higher  education'  in  tlie  States,  although  I  Would  not  think  it 
tt  wise  course  to  follow  even  though  conceptually  it  could  be  done  with* 
out  penalising  either  the  institutions  or  the  students  who  go  there. 

Dr.  Boirt).  I  am  very  much  iti  support  of  the  chairman's  concept, 
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that  wo  don't  want  the  Fetloral  Government  moving  in  and  runnlnj?  the 
whole  show.  Tluit  is  not  a  problem  for  the  Federal  Government  aiid  a 
•  host  ot  arguments  could  be  made  why  it  should  not  be  done. 

I  am  aware  of  Bob  Ilartman's  comment  on  net  pricing-  and  that  is 
an  essential  point  and  we  have  to  consider  this  as  we  come  up  with 
stimulating  lines  and  goals. 

Di\  Van  Alsttok.  I  wonder  if  I  could  explore  the  possible  connec- 
tion between  inadequate  funding  of  student  aid  thus  far  and  the  ris- 
ing tuition  gap  between  public  and  private  institutions. 

I  am  offering  this  as  aliypotliesis,but  let?s  run  through  the  numbers 
and  see  if.it  works.  The  commitment  to  greater  access  t  post-second- 
ary education  is  facilitated  by  student  aid  programs,  but  the  students 
well  know  and  the  institutions  well  know  that  the  aid  provided  is 
through  the  Federal  assistance  programs,  that  is,  aid  provided  there 
IS  generally  not  adequate  to  cover  the  costs,  so  funds  have  to  be  found 
elsewhere. 

Well,  the  package  to  a  veiy  significant  extent  is  made  up  by 
funds  channeled  through  institutions  and  not  earmarked  for  stu- 
dent aid  purposes.  I  don't  know  if  it  is  well  known,  the  numbers  of 
dollars  that  are  involved  in  making  up  this  subsidy  gap,  but  looking 
at  the  higher  education  general  information  survey  data  on  revenues 
and  expenditures  at  institutions,  if  we  add  up  the  tuition  jyfap,  not  the 
tuition  gap,  but  the  student  aid  subsidy  gap,  from  the  point  at  which 
the  need-based  programs  were  introduced  and  expanded  in  the  mid- 
sixties,  this  difference  between  student  aid  expenditures  not  covered 
by  student,  aid  income,  channeled  through  institutions,  has  totaled  well 
over  $2  billion. 

Now  that  will  go  a  long  way  to  explaininaf  the  financial  emergency 
that  institutions  have  experienced.  This  student  aid  gap  has  borne  ef- 
fectively heavy  on  the  private  institutions,  because  with  higher  tui- 
tions the  amount  of  gap  that  they  have  to  make  up  for  each  indi- 
VKlual  student  is  considerably  greater  and  we  got  data  for  1971-72 
and  much  more  than  half  of  the  student  aid  gap  is  made  ur>  by  primte 
institutions., In  that  year  it  was  pretty  close  to  half  a  billion  dollars, 
of  which  $271  million  was  provided  by  private  institutions. 

Now,  the  wny  that  pi4vate  institutions  get  these  funds,  in  large  part, 
has  been  thev  havp  to  raise  the  tuition  to  the  students  who  could  pay 
the  tuition.  Sf-,  effectively,  what  has  happened  is  we  I'an  through  the 
nunibers  on  a  per  student  basis  and  every  student  enrolled  in  a  private 
institution  had  to  pav  something  in  the  neighborhood  of  $125  for  every 
single  student  to  make  up  tliis  gap  in  student  assistance. 

So,  egsentia.lly,  wluit  was  happening  is  this  redistribution  within  the 
system  of  those  who  go  to  school.  So,  essentittlly,  Avhat  was  happening 
1ft  that  the  pi'iv,'ite  institutions  have  to  increase  tuition  to  make  up  for 
this  subsidy  gap. 

So  this  inadequiu.y  of  the  Federal  student  assistance  programs  is 
part  of  the  engine  dri  ;'ing  apait  of  the  tuitions. 

I)r.  Bkaodok.  I 'might  make  that  concrete  for  you  with  just  one  ex- 
ample. We  put  from  12  to  14  percent  of  our  budget,  our  current  budget, 
out  of  current  funds,  into  finandftl  aid.  So  out  of  a  budget  of  some- 
what over  $4  million,  it  is  a  small  college^  about  $686,000  will  be  de- 
vot«d  to  financial  aid  for  students. 
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Now,  thftt  is  tt  VBiy  signiliciint  piU't  oi!  om-  budget,  but  it  conios  as 
was  suggested.  .     ,     .  ,  , 

Dr.  lioYD.  I  don't  see  either  of  you  as  argiung  that  since  the  I  ederal 
nvogvams  of  student  assistance  have  acted  as  an  uicentive  to  bvuig 
move  students  to  institutions  and,  since  each  one  bnngs  with  him  or 
her  an  increased  deUcit,  tlierefore,  the  way  to  restore  stability  is  to 
wipe  out  Federal  assistance.  . 

I)r.  BiuoooN.  I  think  that  the  point  probably  was  it  you  released 
$586,000  from  our  budget  for  other  educational  jiurposes,  it  would 
make  a  signilicant  impact  on  the  budget  of  sometlung  like  $4  million 
or  alternatively,  it  will  make  it  possible  for  us  to  have  lower  tuition. 

Mr.  Dellenuaok.  Th.is  is  not  within  our  power  or  what  we  should 
be  striving  to  do,  to  deal  directly  with  tuition.  That  is  an  institutional 
and  State  decision  and  they  ought  to  remain  theirs  and  not  ours  and 
all  we  could  do  is.react  to  the  situation. 

Because  of  time  running  out  and  the  Chairman  has  been  generous 
with  our  time,  I  Avill  ask  only  this  question  of  the  three  institutional 

representatives.   ■  ,  „ 

Granted  that  the  dollars  are  limited,  facing  the  panoply  of  pro- 
grams that  were  created  in  the  past  and  by  the  1972  amendment,  if 
we  could  put  another  $150  million,  if  it  were  possible,  or  make  up  your 
figure,  into  either  increasing  what  is  going  to  be  the  appropriation  for 
the  BOG  program,  or  money  for  cost  of  education,  where  should  that 
money  go,  into  Which  of  those  two?  .    ^,  . 

Dr.  Shabat.  May  I  lead  off  with  a  fast  answer?  X  am  assummg  that 
that  institutional  aid  would  be  given  in  this  situation  ? 
Mr.  DKLhKNitACK.  Under  the  present  legislation  ?  . . .  ^ 

Dr.  SiiAitAT.  But  with  a  proviso,  it  must  be  used  to  reduce  tuition.  Is 
•that  what  you  mean?  .  m  ^ 

Mr.  DELtKNMAOK.  Under  present  legislation  that  is  not  a  proviso. 
Dr.StiA«Ai\  ThenJwouldgiyeittoBOG.  .„,•!. 
Dr.  BiiAODoN.  I  think  you  will  find,  although  what  I  say  will  be  lust 
my  own  reaction,  generally  colleges  and  universities  and  financial  aid 
officers  there  are  very  much  taken  by  the  current  campus  base  adminis- 
tered program  as  opposed  to  the  BOG  iJi'ogram. 
Mr.  DELMmwACK.  You  would  have  it  go  uito  feOG  or  CWS? 
Dr.  B«AGno^^  They  are  in  favor  of  those  two  programs  and  reoogni- 
tion  that  eligibility  was  extended  under  the  1972  act,  that  that  should 
be  reflected  in  the  appropriations. 

I  think  to  some  extent  the  reservations  about  BOG  may  be  tlie  fear 
that  it  will  be  underfunded  and  that  oolUtges  and  universities  and 
students  that  go  there  will  be  worse  of!  than  they  are  under  existing 

programs.  ^     .  .  ,  .    ,  'j. 

Personally.  T  think  there  is  a  potential  m  the  BOG  pi'pgram,  if  it 
were  more  fitllv  fimded  and,  if  it  were,  or  if  the  income  ceilings  and  tlio 
grants  award  ceilings  were  raised  so  that  middle  income  tamilics  could 
))enerit  by  the  program,  more  than  they  could  at  the  present  time. 

Mr.  DELUiN!iA(!i{.  Befoi'c  we  ask  Dr.  Boyd  to  make  a  eomnient,  let 
mo  share  Avith  you  my  own  concerned  apprehension  as  far  as  BOG  is 
concerned  at  tlie  moment.  ,  ,  . 

In  the  fu'st  vear  when  we  reft  4ied  just  first-year  students,  we  ap- 
pro?)riated  $122  million  plus  nnc  about  $40  million  of  it  was  never 
iised,.^o  only  $80  «ome  million  wa?  actually  expended. 
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We  approprmted  in  advance  funding,  so  it  is  a  year  cowing  for- 
ward, $475  million  for  that,  and  there  is  going  to  be  a  carryover  be- 
cause of  legislation  we  enacted  of  about  ^0  million,  so  there  will  be 
about  $515  and  we  have  expanded  it  to  the  Rrst  2  years  now. 

Now,  that  is  a  statistic,  the  best  statistic  i  could  get  and  that 
changed*  it  will  bring  it  with  a  change  from  the  average  SOG  grant  of 
$250  to  $450  or  so  dollars  and  it  wul  take  the  maximum  BOG  grant 
from  $600  to  a  little  over  $1^000,  So  it  is  starting  to  both  expand  in 
numbers  covered  and  also  raised  those  who  are  going  to  be  benefited. 

In  order  to  go  in  the  third  year,  move  it  forward  to  3  years  of  cover- 
age, so  those  helped  in  the  first  year  and  in  the  second  year,  could 
get  help  in  the  third  year,  plus  bringing  alouj?  the  first  two  classes 
along  the  line ;  it  will  take,  I  tliink,  about  $800  million. 

Indications  ai^e  the  Appropriations  Committee  on  the  House  side  is 
going  to  bring  in  an  appropriation  of  about  $650  million,  which  means 
we  are  asking  for  trouble  clown  the  line,  and  that  is  why  I  picked  the 
$150  million  figure  out  of  the  blue  for  illustrative  purposes,  because  I 
think  if  you  keep  BOG  moving  forward  if  that  takes  what  we  deter- 
mined \ve  want  to  have  happen,  and  there  is  nothing  magic  about  it, 
then  we  are  going  to  find  about  $150  million  somewhere  and  on  the 
Senate  side  or  floor  of  the  House,  or  somewhere  else  out  of  other  pro- 
grams or  budfl;ets,  or  what  you  will. 

Or  we  won't  be  able  to  carry  out  momentum  forward  that  we  carried 
forward  into  the  second  year,  and  it  causes  me  real  apprehension  and 
concern* 

Dr.  Bovn.  To  the  extent  I  stated  it  before^  I  do  feel  that  thei*e  should 
be  a  more  diverse  student  aid  package  than  simply  BOG.  I  stated  that 
earlier,  but  you  did  not  ask  that  question. 

You  asked  if  it  is  going  to  BOG  or  cost  of  educational  allowances 
and  I  would  take  the  unpopular  position  I  suppose  and  say  there  has 
to  be  something  for  cost  of  educational  allowances  because  we  also  have 
to  have  a  quality  education  program  for  them  to  attend,  and  that  the 
cost  of  tuition,  or  the  portion  of  tuition  that  pays  for  total  cost  of  edu- 
cation is  not  complete  either  in  the  private  or  public  insitutions*  We 
have  to  have  some  money  available  for  new  pro/;rams^  for  ^ater  flexi- 
bility because  there  is  also  the  question  of  maintaining  the  quality  of 
education,  advancing  the  nature  of  education. 

Wo  are  not  deaUng  with  simply  a  status  quo  in  terms  of  educational 
curriculum. 

Mr.  BtsLLKKhAOic.  I  will  close  with  one  other  suggestion  and  this  has 
boon  helpful  and  I  wish  we  could  go  further^  but  I  will  say  when  we 
talk  about  some  of  the  things  the  Federal  Government  should  not  be 
doing  with  the  programs-i  there  are  certainly  some  things  we  should 
be  doing,  trying  td  helf)  with  such  objectives  as  access  and  choice  and 
opportunity  and  diversity,  and  all  of  those  featui*es  which  your  hind- 
sight tells  us  and  which  are  objectives  that  the  National  Commission 
talked  of  and  which  are  n^t  unique. 

But  we  have  to  apply  two  things  at  the  same  time.  We  must  moVe 
forward  with  programs  which  make  no  discrimination  on  the  ground 
of  race*  creed,  color*  sex,  religion^  etc.  And  we  wrestled  with  the  legal 
program  the  other  day  where  the  program  was  a  very  good  program 
and  is  a  very  good  program  and  we  want  to  be  sure  it  applies  equally 
to  all  people  and  is  not  targeted  so  much  toward  one  of  those  things 
that  is  verboten,  that  it  becomes  unconstitutkmal* 
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Yet,  at  the  same  time,  I  think  there  are  certain  special  categories 
that  we  just  strive  to  help  and  I  think,  unless  \ye  target  progi-ams  in 
on  the  disadvantages,  the  rich  are  going  to  get  richer  and  the  poor  are 
ffoing  to  get  poorer,  and  while  it  is  important  we  deal  with  the  mitldle 
income  group  and  will  be  of  help  to  them,  and  they  do  need  it,  I  just 
am  concerntd  if  we  yield  to  the  clamor  to  take  care  of  that  at  the  price 
of  reducing  aid  vo  the  disadvantages,  we  are  going  to  further  polarize 
the  country  and  instead  of  helping  to  bring  about  advances  all  the  way 
we  will  shoot  one  up  and  hold  the  other  down. 

Dr.  Braodon.  I  don't  believe  anybody  at  this  table  would  suggest 
that  would  be  the  course  to  follow.  ,   ,  .  j 

Dr.  Boyd.  That  is  the  one  thing  that  evei-ybody  is  agreed  upon. 
Mr.  Dellenback.  I  thank  you  all  very  much. 
Mr.  Hartman.  I  would  like  to  back  up  what  (>ngressman  Dellen- 
back said  now  and  come  back  to  a  point  Congressman  O'Hara  raised 
earlier.  I  think  there  are  really  two  central  goals  for  public  policy 
here.  One  has  to  do  with  the  general  benefits  of  higher  education  and 
economic  growth,  that  it  stimulates  a  more  infomed  citizenry  and  a 
more  tolerant  citizenry  that  a  successful  higher  education  produces, 
yields  productive  workers.  Hei'e  I  see  no  distinction  really  between  a 
kid  from  a  poor  family  and  any  other  student.  These  are  gains  to  the 
society  no  matter  who  received  the  higher  education.  The  only  reason 
I  might  still  distinguish  is,  if  I  believed  that  a  grant  would  change  a 
low-income  student's  decision,  but  would  not  really  make  any  differ- 
ence for  a  higher  income  student's  decision,  then  I  could  see  some  rea- 
son for  wanting  to  target  funds  simply  because  it  was  more  effective. 
Mr.  O'Haua.  Or  vice  versa.  -       i,.  i.  • 

Mr.  Hartman.  Right,  if  it  was  more  effective  for  the  higher  income 
student,  he  ought  to  get  the  grants,  but  there  is  another  goal  involved 
here. 


Mr.  DKU.ENBACK.  Don't  wish  that  on  anybody;  ,  , 
Mr.  Hartman.  There  are  people  who  still  think  that  a  veiy  impor- 
tant element  to  a  country  such  as  ours  is  the  possibility  of  real  ly  sig- 
nificant social  mobility;  certainly  a  major  paii  of  supplying  that  is 
higher  education.  In  that  case  you  do  want  to  distinguish  between 

students.  i/  '£ 

It  is  more  important  that  a  black  child  from  a  vei'y  poor  home  be,  if 
necessaiy,  almost  pushed  into  higher  education  so  tlmt  the  possibility 
exists  that  he  will  move  up  in  the  sociiJ  and  economic  stiucture. 

That  is  more  important  than  whether  a  schoolteacher's  child  who 
has  had  all  of  the  advantages,  all  of  the  incentives  given  to  hun  and  he 
chooses  to  opt  out  and  not  want  to  go  to  hijxher  education.^  I  don  t 
think  those  are  self -canceling  kinds  of  propositions  from  a  social  point 

**^/t1s*more  important  to  give  every  push  in  the  direction  of  en- 
hancing upward  social  mobility  from  current  disadvantaged  citizens. 

I  don't  really  think  that  people  around  here  disagree  with  that  and 
wo  all  can  applaud  our  consensus,  but  when  it  comes  down  to  hard 
numbers  of  "Do  you  put  the  money  into  BOG"  or  "Dp  yoii  put  the 
money  into  institutional  aid,"  the  fact  is  we  have  to  make  a  choice  on 
that  score  because  the  funds  are  1  imited. 

30-628  o—w — 9 
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I  would  like  to  say  something  about  this  BOG  versus  institutional 
aid  versus  other  programs  question.  It  seems  to  me  there  is  almost  a 
death  wish  m  Congress  on  educational  legislation.  The  one  program 
with  the  longest  history  of  this  is  the  title  I  program  under  the  Ele- 
mentaiy  and  Secondary  Education  Act. 

Congress  authorized  approximately  half  of  educational  expendi- 
tures should  be  added  to  ongoing  educational  expenditures  in  dis- 
tricts to  provide  compensatory  service  and  it  was  thought  that  this 
•  feally  make  a  difference  in  schools  with  concentrations 

of  low  income  childi-en.  Congress  then  proceeded  to  fund  title  I  at  a 
much  lower  level  and  then  to  read  evaluation  reports  that  say  the 
money  does  not  do  any  good.  Those  reports  now  become  a  reason  to 
hold  down  title  I  proijrams. 

Nothing  has  ever  been  done  to  carry  through  the  original  proposi- 
tiwi  that  at  full  funding  maybe  that  program  would  have  made  a 
amerence. 

Now,  in  the  BOG  program,  which  is  of  moi-e  central  concern  to  you. 
Congress  passed  a  program  with  a  $1,400  maximum  grant  and  then 
proceecM  to  fund  it  at  a  level  that  didn't  make  it  worthwhile  to  fill 
out  the  form  for  many  students  :  the  value  of  the  time  alone  made  it 
not  worthwhile  to  fill  out  the  form  at  the  funding  level  during  the 
current  academic  year. 

People  look  at  this  and  say  they  couldn't  even  spend  the  money. 
Moreover,  everybody  who  was  said  to  need  a  grant  didn't  apply.  So, 
therefore,  it  becames  an  argument  for  underfunding  BOG  the  next 
year  and  so  on. 

I  ^oiij  think  the  niistakes  of  title  I  ought  to  be  repeated  on  basic 
grants.  I  think  this  is  a  case  where  you  could  try  to  carry  forward 
a  commitment  originally  made  that  this  is  a  way  of  trying  to  help 
disadvantaged  students,  even  Somewhat  higher  income  students,  to 
go  to  college  and  at  full  funding  for  a  few  years  and  we  could  really 
observe  whether  it  would  work. 

I  think  it  would.  I  have  no  way  of  proving  it,  but  I  repeat,  that  the 
mistake  that  was  made  before  is  coming  back  to  haunt  us  and  I  find 
something  very  disturbing  about  the  recurrence  of  this  in  educational 
legislation. 

Mr.  O'Haka.  OK.  Underfund  CWS  and  EOG  and  NDSL,  in.  order 
to  f«JJy/«na  BOG'S,  but  it  is  not  okay  to  underfund  BOG,  right? 

Dr.  HAmiAN.  I  think  if  we  wanted  to  make  equal  percentages  of 
authori^jation,  that  would  certainly  move  the  BOG  program  up  a  lot 
faster  than  the  NDSL  program. 

Mr.  0'HAn.\.  I  don't  know  about  NDSL  but  the  panel  approved,  or 

A  Kl,"*"^  ®^  P*^"®^  approved  amounts  that  are  going  to  NDSL 
and  CWS  and  EOG  are  running  less  than  50  percent. 

So,  of  course,  I  think  one  of  the  things  we  have  to  decide  is 
whether  the  education  system  is  the  place  for  an  income  redistribution 
program^  or  whether  the  tax  system  is  the  place  for  the  income  re- 
distribution  program. 

I  think  there  is  some  need  for  an  income  redistribution  program  of 
broader  a|>pliottbility  than  the  educational  system.  I  am  not  sure  that 
the  educatioii  system  is  the  best  place  to  do  it.  Maybe  what  we  ought 
to  tw  to  do  in  the  education  system  is  not  use  the  education  system. 

Maybe  we  otight  to  use  the  t^ix  system  to  do  income  redistribution. 
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God  knows  I  favored  that  in  the  16  years  I  have  been  here  and  have 
voted  for  progressive  tax  stytems  and  for  closing  loopholes. 

Maybe  we  are  trying  to  do  »  job  Avith  our  aid  to  education  that 
ought  to  be  done  somewhere  else. 

That  gets  back  to  my  earlier  statement  that  maybe  what  we  a^e 
doing  is  income  maintenance  in  a  lot  of  these  progi'ams  and  maybe 
we  ought  to  insist  that  income  maintenance  be  done  in  the  places  it 
ought  to  be  done,  so  we  could  concentrate  on  getting  educational 
services  to  more  people.  At  least  that  is  a  possibility.  I  know  that  the 
president  of  Fordham  University  was  here  yesterday  and  had  an  in- 
teresting remark  to  simplify,  in  effect,  he  sayst  "Grants  for  tuition 
costs."  Not  the  full  tuition  costs,  but  that  is  not  the  important  part 
of  the  point  I  wanted  to  get  across.  Grants  for  tuition  and^school 
attending  expense  work  and  loans,  college  work  study  and  loans 
for  living  expenses.  That  is  another  way  of  looking  at  it.  It  is 
interesting.  ,        j  t 

The  Jesuits  are  very  logical,  vou  know,  sometimes  mistaken,  and  x 
know  because  I  went  to  a  Jesuit  school  and  they  are  responsible  for 
a  lot  of  my  mistakes.  But  that  is  another  item. 

Dr.  Van  Alsttne.  It  makes  a  great  deal  of  sense  to  split  the  aid 
package  between  that  which  goes  for  educational  purposes  and  that 
which  goes  for  the  living  or  for  social  purposes  and  it  may  make  a 
groat  (teal,  or  we  may  solve  some  of  our  problems  if  we  spht  the 
notion  of  BOG's entitlement.  ,  . 

The  bog's  entitlement  now  groups  those  two  together  and  it  may 
give  us  some  problems  that  could  be  solved  by  splitting  those  obj^^" 
tives  and  treating  them  differently. 

I  would  like  to  make  a  comment  on  the  concept  of  entitlement. 
We  thought  Ave  were  moving  in  the  direction  of  a  right  to  support,  or 
right  to  access  to  higher  education.  But  in  addition  to  the  under- 
funding,  so  that  we  have  an  inchoate  concept  of  entitlement.  There 
is  a  basic  difference,  it  seems  to  me,  between  the  entitlement  enacted 
for  the  student  assistance  programs  and  those  with  which  we  are 
more  familiar  under  the  social  security  and  Veterans  Administration 

In  the  case  of  the  VA  and  social  security  entitlements,  we  have  a 
handle  on  who  is  entitled  to  assistance.  We  know  how  many  veterans 
there  were  and  we  have  some  idea  of  what  the  aggrejajate  entitlement 
might  be.  We  know  who  comes  into  the  social  security  ^^stem,  who 
is  covered,  and  we  know  the  age  distribution  and  who  is  covered  m 

^^^e^tLVQ  not  been  very  specific  about  who  is  entitled  to  student 
assistance.  We  have  not  really  figured  out  whether  this  is  limited  or 
ought  to  be  limited  to  the  18  to  20  years  old  the  21  years  olds.  Is  there 
some  retrospective  thinking  or  are  we  going  to  help  those  who  missed 
out  for  lack  of  opportunity  a  few  years  ago?  , 

What  kinds  of  learning  activities  are  included?  It  seems  to  me  we 
are  not  at  all  specific  about!  "Wlio  is  disadvantaged?"  That  is  with 
respect  to  a  claim  for  public  support,  additional  public  support.  And 
it  seems  to  me  we  have  to  be  much  more  specific  about  the  educational 
goals  that  we  seek  to  achieve  and  then  define  entitlement  in  terms  of 
those  goals  and  we  have  an  open  ended  entitlement,  we  are  going  to 
have  continuing  determinations  of  what  those  bud^t  figures  should 
b©  because  we  have  not  defined  what  that  entitlement  is. 
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j^We^have  not  been  specific  in  fact  as  the  language  has  led  us  to 

Mr.  O'lLxftA.  Well,  I  have  enjoyed  our  discussion  venr  much.  I 
suspect  maybe  we  come  out  of  it  further  apart  than  we  went  in,  but  at 

T  J        "°  having  resolved  differences. 

I  don  t  want  to  go  so  far  as  to  say  we  have  come  out  further  apart 
than  we  went  m.  We  have  enjoyed  it  and  I  found  it  a  very  useful  dis- 
cussion. I  look  forward  to  lianng  some  more  such  discussions.  I  think 
there  are  many  roads  to  educational  access,  just  like  there  are  many 
roads  to  some  other  things,  and  one  of  those  roads  certainly  is  to  pro- 
vide a  free,  easily  accessible  system  of  Statewide  community  colleges. 

And  I  ani  not  sure  that  is  not  one  of  the  cheapest  and  easiest  and 
best  ways.  I  don't  know.  But  I  just  say  there  are  lots  of  ways  of 
doing  it  and  we  want  to  explore  them. 

We  want  to  make  sure  that  although  we  may  not  find  the  ultimate 
answers  that  we  don't  present  someone  else  with  finding  them  when 
we  come  out  with  our  legislation. 

So,  thank  you  very  much. 

Mr.  Dellenback.  I  am  grateful  to  each  one  of  you. 

Mr.  O  HAR.V.  Thank  you  very  much  for  having  helped  us  out.  The 
subcommittee  will  stand  in  adjournment  and  me^t  again  Mondav 
morning  at  10  a.m.  ^ 

[Whereupon,  at  12 :20  p.m.,  the  subcommittee  recessed,  to  reconvene 
at  10  a.m.,  Monday,  June  24, 1974.] 
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The  University  op  Iowa, 
lotm  Citv,  Jowa,  July  1, 1974, 

Hon.  Jambs  0.  O'Hasa,  M.G., 
Waahingtotit  D,C, 

Dear  Conobessman  O'Hara:  I  want  to  thank  you  for  the  opportunity  of  ap- 
pearing before  tlie  Special  Education  Subcommittee  to  present  my  views  with 
respect  to  tuition  levels  and  institutional  aid.  After  reflecting  on  the  comments 
of  my  colleagues  on  the  panel  and  on  the  dialogut;  with  you  and  Mr.  Dellenback, 
I  am  still  persuaded  that  while  other  elements  Mtely  play  a  role,  tlie  m^t  im- 
portant single  factor  in  maintaining  access  to  ix>?«tsecondary  education  for  o« 
students  is  the  maintenance  of  the  lowest  possibV  levels  of  tuition  at  all  Institu- 
tions. This  conviction  is  based  on  several  consldw'itlons :  (1)  the  belief  that 
education  is  a  major  social  beneflt;  (2)  the  extrAu/dinary  role  that  low-cost 
public  Institutions  have  played  in  extending  access  to  new  classes  of  students 
and  to  newly  developed  geographical  areas;  (3)  the  flnding  of  the  Nation^ 
Commission  on  the  Financing  of  Postsecondary  Education  that  for  every  ?100 
increase  in  tuition  at  public  institutions  there  is  a  decrease  of  0.7-3.1%  in  en- 
rollment depending  upon  income  level ;  (4)  evidence  that  there  is  a  strong  cor- 
relation  between  availability  of  low-cost  institutions  and  the  utilization  of 
S'ietnam  veteran's  education  benefits;  and  (5)  the  recent  ^yisconsln  experiment. 

Since  most  observers  agree  that  increases  in  state  and  private  support  will  not 
keep  pace  with  rising  costs,  I  conclude  the  federal  government  must  become  a 
major  partner  in  the  pursuit  of  this  goal,  llius  I  urge  the  Congress  to  give  fur- 
ther consideration  to  a  program  of  general  Institutional  aid,  and  to  give  immedi- 
ate attention  to  funding  the  cost-of-educ^Hon  allowances  tied  to  the  number 
of  federally  assisted  students.  The  rational**  the  latter  Is  clear,  pr.icedent  has 
been  set  in  many  other  programs,  and  the  authorization  exists.  I  also  suggest  that 
a  simple  change  In  the  authorization  language  reowlrlng  funding  of  these  allow- 
ances at  some  level  related  to  the  level  of  funding  of  the  student  assistance 
programs  Is  justified  at  this  time.    ^  ,  „         ,      .  «„i 

1  hope  It  will  be  possible  for  the  Congress  to  act  affirmatively  on  institutional 
aid  In  order  to  assure  both  institutional  accessibility  and  vitality. 

Sincerely  yours,  .         ,  « 

WittABD  L.  BOVD, 

Presmmt, 

AMiSRicAN  Association  of  State  Cott^oBS  and  Univebsitibs 

^trSTmCATlON  f OS  S-UNttlNO  TftB  COST-OP-BDUCiATlON  PKOOttAM 

/.  MrodiicHm 

The  associations  which  represent  most  institutions  of  higher  education  in  the 
United  States-public  and  private  universities,  four-year  colleges,  and  two-year 
colleges-agree  as  a  matter  of  highest  priority  that  the  cost-of-etlucation  (COB) 
section  of  the  Education  Amendments  of  1072  should  be  funded  Iti  the  fiscal  year 
107fi  budget.  ,     ^         .4,  ,  «4„ 

The  statutory  reference  is  Section  410  of  Public  I^aw  02-818. 

//.  LeffialaHvB  hiatorit 

Cost-of-education  legislation  was  considered  at  length  by  the  Congress  and  the 
executive  branch  in  1972.  ^  ......  «,         „  ..i.,. 

The  reiwrt  of  the  Senate  Committc?  on  I>abor  and  Public  welfare  on  the 
Amendments  (Senate  Iteport  No.  02-840,  August  8,  1071,  page  43)  states! 

The  Committee  presumes  that,  by  maldng  basic  grnt.  aval  able  under  subpart 
1,  more  students  will  attend  institutions.  AH  evidence  available  to  the  Committee 
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indlcat^  thnt  tho  tuition  and  fees  paid  by  a  student  do  not  cover  the  cost  of 
instruction  for  that  student,  and  that  the  difference  beween  the  cost  of  Instruc* 
lu  "i^^l*^*!?  of  tuition  and  fees  paid  by  the  student  must  be  made  up  by 

the  institution  either  from  other  sources  or  by  raising  tlie  amount  of  tuition  and 
^  paid  by  the  student,  To  the  extent  that  enrollments  increase  as  a  result  of 
Feaerai  activlUes,  tlie  Federal  government  Is  imposing  a  burden  on  institutions. 
It  these  institutions  merely  increase  tuition,  the  purpose  of  the  student  aid  la 
defeated,  The  payments  provided  for  bv  subpart  5  are  deslgne^i  to  reimburse  the 
institutions  for  imrt  of  the  Federal  burden  incurred  by  them, 

///.  Some  key  argtmetits  fo>'  ooHU)f*etiimtion  Imdiw 

t  Gantilng  out  a  major  fcdeml  ptfrpo«e.--As  the  Seimte  report  stated,  the 
Congress  has  asked  the  nation's  colleges  and  universities  to  carry  out  a  major 
federal  purpose--to  provide  educational  opportunities  for  about  1,300,000  fed- 
erally aided  students  who  might  otherwise  not  be  able  to  attend.  However,  the 
student  aid  funds  provided  by  the  federal  ftWernnient,  even  if  they  were  adequate 
for  this  purpose  (and  they  are  not),  would  provide  only  for  the  student's  livhig 
exr>enses  and  a  fraction  of  the  cost  of  this  instruction. 

The  recent  report  of  the  Natloiml  Commission  on  the  Financing  of  Post- 
secondary  Education  (page  254)  states  that  the  Institutional  cost  per  undergrad- 
uate student  in  1][)72- 78  ranged  from  about  $1500  to  about  $3000  per  year. 
(Because  of  Inflation,  current  costs  are  considerably  hlgher--i)erliaps  10  to  15 
l)er  cent  higher,)  The  student's  tuition  covers  only  a  small  part  of  this  no^t  The 
add  tlonal  cost  iier  student  Is  a  deficit  which  nntst  bo  made  up  either  by  the 
Institutions,  or  by  raising  tuition  for  all  students, 

2.  Making  up  the  Htudmt  aid  rfe/?c/f.— American  Cotmcil  data  shows  that  be- 
cause of  the  Inadequacy,  the  institutions  themselves  are  pouring  almost  half  a 
billion  dollars  a  year  Into  Institutional  student  aid.  These  funds,  taken  from  their 
own  general  funds  or  endowments,  prove  the  commitment  of  Institutions  to  needjf 
and  disadvantaged  students.  But  at  the  same  time  Institutions  cannot  continue 
to  dei)elete  thvlr  own  resources  in  this  way. 

3.  amount  ftnanoial  d/«/re*s.— Many  public  and  private  Institutions  are  in 
serlmip  flhancial  distress,  usually  for  reasons  which  the  college  can  do  nothing 
about.  These  reasons  Include  the  national  and  Interimtional  economic  situation, 
tiie  large  increases  In  wages  and  prices  which  particularly  atfect  a  labor- 
intensive  enterprise  like  education,  the  esireclally  sharp  Increases  In  energy  costs, 
and  other  factors.  Further,  the  federal  government  has  added  to  college  costs  for 
many  socially  essential  purposes,  by  Including  colleges  in  legislation  covering 
minimum  wages,  unemployment  compensation,  and  other  programs.  It  Is  also  esti- 
mated that  many  colleges  nmy  have  to  spend  millions  of  dollars  to  comply  with 
the  now  Occupational  Safety  and  Health  Act. 

indeed,  Congress  was  so  concerned  about  financial  distress  that  the  1072 
Amendments  indtuled  a  program  of  financial  aid  to  distressed  colleges,  as  welt 
as  a  request  that  the  Postsecondary  Financing  Commission  created  under  the 
taw  give  high,  priority  to  a  study  of  distress. 

4.  Aid  to  tho  disadmntmd^^tiot  all  federally-aldod  needy  students  are  "dis- 
advantaged,"  requiring  special  assistance  in  terms  ofJ  remedial  education,  tutor- 
ing, or  special  counseling,  im  some  are,  and  the  education  of  these  students  also 
requ  res  additional  institutional  resources.  Some  programs  for  the  disadvantaged 
require  addltloiml  st-endlng  of  $600  to  $700  imr  student  t>er  year,  over  the  $15^^ 
to  $3000  Himt  on  the  average  student. 

6.  Prem/p>i Tliere  are  nmny  federal  precedents  for  cost^oi'  education.  Al- 
most every  federal  graduate  fellowship  program  or  teacher  training  program— 
stich  as  the  Nt)BA-lV  graduate  fellowship  program— has  included  a  cost'Of-eduoa* 
,  Hon  payment  to  the  instittttlon  as  well  as  a  stipend  or  living  allqjvance  for  the 
student.  In  retent  .vear»  this  cost^'Of^educatlon  allowance  was  amwxA  $2500  a 
year  for  many  graduate  p^^ograms. 

The  rationale  in  each  case  for  c^>st*of*education  is  the  same.  The  federal 
government  identifies  an  Ir^portant  problem  or  social  need,  and  establishes  a 
program  to  deal  with  it.  In  eftch  case  the  government  provides  some  funding 
for  the  college  to  provide  the  service,  and  at  the  mne  time  some  funds  for  the 
student  to  live  on. 

Kere  ar/»  some  examples  of  programs  which  Included  a  cost*of*education  al* 
Imvancei  The  National  Defense  Education  Act-^Tltle  IV.  graduate  fellowship! 
Nailonal  Science  Foundrttiotwgraduate  fellowshifw  and  tralneeshlps  i  National 
Institutes  of  Health— graduate  fellowships  i  Atomic  Energy  Comniisston  fellow- 
ships I  National  Aeronautics  and  Space  Administration  tralneeshlps  j  and  many 


131 


Office  01!  Education  teacher  training  programs,  such  as  the  EPDA-B  institutes  and 
feUowshlmandtheNDEA-TltleXIlnHtUuteB.  «.„  wrtiipntlon 

The  same  reasoning  Ava«  at  work  when  ?o»87ti?,°Pifl^tt,rtS 
Amendments  of  .l»72.  The  national  purpose,  helping  loweMncoroe 
ooTege.  was  to  be  carried  out  both  by  grants  to  students  and  grants  to  the 
institutions  providing  the  wer^'Jce. 

IV,  Argmients  (^ffainat  oosUof-edncation  .    .     .      „  u»it„* 

The  principal  argument  against  funding  eost-of-educatlon  has  been  a  beiiei 

nrat^il?.reTme«tt'S^^^^^^^^^^ 

ptwlde  thLe  Satlonal  services  Indennltely,  unless  there  Is  some  aid  to  Instltu- 
%"%P%^?lr5ri^SS^  the  present  Office  of  Education  budget  for  higher 
.    educSn  Jow  SntrstSdent  aTd  and  closely  ^t'»t«<J/7,f^r !:,?C"fb^^^^^ 

" WrstSdltaTeve?^^^^^^^  of  funding,  would  Provide  only 

a  Sof  of  l^he  K^^^^^^^^  students  education.  Hie  institutions  seek  a  better 
balance  between  aid  to  students  and  aid  to  if*  the  federal  gov- 

undesirable.  AUiAtt  W.  Osm, 

ll0e(i^:tUve  Director. 

■  Mll)M.«!BBxCOt)NfnfCottE0t!, 

Ediaon,  2fJ„  March  11,  mi 

Hon.  Jambs  G.  0*Haba, 
ttmae  OffUie  Bulldlnff, 

'  ^^tttirCttSStATivB  D'Uaba  s  .1  have  admired  the  stand  that  you  have  taken 

«"Gff!''*"^«'!l"Wfi^S«i%Miii  recfutnlae  those  State  systems  that  have 

opemtlB^  costs, 
o 

ERIC 
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coJLS^^TnSwiffi?  m"H'*^1'*^  government,  i.e.,  all  of  the  people,  needs  to  be 
SSVfS  Vhi  iE«^nf'^^  "^f^f  ^  post-secondary  education  is 

St  artL«nf«  ^nlu^fM**         ^^^}^y  «"         Avouid  develop  tJie 

nanL  A^"^*®*!,'"^"*?."*"^  *y  '"^t  tfa**  educational  needs  of  the  people  and  the 
naUon.  As  to  the  raatter  of  federal  control  of  education,  I  do  notScuize  that 

fn*'^"  «^  °*  f®*'^*'"^         0'  post-secondary  education. 

in  proceeding  along  these  lines,  I  think  legislation  could  be  nreDarwl  whnai. 

flSSSS  ?f,?*^^",^  ^  Institutions  and  reducing  the  need  for  as  mu™f  Vtudent 
Tlmnk  viS  ftf;  current  and  future  student  tuition  cost 

1  nans  you  for  your  consideration  of  this  suggestion. 
Sincerely, 

Frank  M.  CaAMBEms, 

Preiideni, 


The  Assooiation  op  American  UNrvERsiriBS, 
Hon.  JAMES  0.  O'HARA,  Washington,  D.C,  June  10,  JB74. 

^'^'^1?J2/!Cio?"A(??*''°*"****'*^^      ^?d«oa«o».  House  of  Representamea, 

iit&no^"'tn^iHi?i?iJ%*'T?,''*il?"  o^e*"  cost-of-instruction 

luiowances  to  institutions,  I  thought  you  and  your  coUeajrues  mlcht  find  thi. 
enclosed  paper  on  precedents  for  Federal  pS?n>ents  to  covVr  coff  Incident  to 
college  and  university  participation  In  Federal  programs.  * 

Sincerelyl'^''         °*  "^^  '^^"'''"^  ""'^  ^^^^^^^  dellbernUons. 

CHABtKS  V.  Km, 

Enclosure.  meouHw  Seoretarp, 

PRECEDENTS  FOB  ApPRoPMATIN^  FEDEBAt  FUNDS  TO  CoVEB  THE  FUtt  OoSTS  Of 
FEDERAL  SPONSORED  ACTIVITIES  IN  CottEOBS  AND  UNIVEBSIWES 

SOMMABy 

The  principle  that  the  federal  government  should  cover  the  full  coHt  nt  acHvU 

f  Ion  ""'^  unlyei^ltles  Is  sSty'SaShS  In  l^^^^^^^^^ 

tlon,  administrative  practice  and  appropriations.  ^ 

^^^^J'  activities  for  which  payment  of  full  costs  Is  both  authoriaed 
iS^^^li  administrative  action,  or  both)  fln(i%mKre  paymeSS 

«If?!fSJL?«^*L*!,V!f^^.'''*"^  sponsored  research  and  of  federally  sponsowd  grad. 
»?i^*f.Vi"^®"it'  ^i^^i"^"*!?  »«ytt>?«ts  to  permit  a  contribiftlon  by  the  government  to 
thorfSi  ^ucattng  undergraduate  students  with  fe<leral  stipends  Is  a  J 

not  ySbJenSdS.  Amendments  of  1072  (part  41D),  but  It  Ims 

onilrff  S?nml*l^^^  education  pnrt  of  the  Education  amendments 

«miS«rtl^!^.*'«  ''^^^l"'*^^  *°  "  ^^^^y  established  In  principle 

and  already  funded  In  two  Important  programs. 

OBADVATE  BDUCATION 

graduate  students  do  not  come  close  to  covering  the 
full  cost  of  educating  graduate  students.  Therefore,  when  universities  accent 
students  with  federal  fellowships  for  research,  the  un  versltles  u  itst  stwnd  tSh 
more  on  the  education  of  the  student  than  Is  provided  by  the  fettowsffi 

nM^f'in  *Wjfl.f.l  u  "  ^^^}  Pt^^i  I'*'"*'*'  ^^^'^^^^  «  of  educntloJi  allow- 
«  •ns"t»««n  <>«l)ehalf  of  each  student  with  a  jjedcral  fellowship.  This 

hi'T«ii?«i?t  "C'  student  and  the  current  Issue  Is  how  much  It  should 

be  increased.  The  National  Board  on  Graduate  Education  has  proposed  .$4,800! 
SM?*.Til"  report  proposed  .$6,000.  These  «uins  are  made  avallafiteX  coJineSi 
wltti  every  federally  funded  graduate  fellowship.  i-oiin^-iiwu 
It  should  be  notett  that  undergraduates  with  federal  stipends  are  e-vactly 
analogous  to  graduate  students  with  federal  fellowships  hi  that  acceptance  3 
12  SiW"i^"*i**'  nddltlonal  Institutional  expejidltures.  While  the  cost  to  the 
university  of  each  aided  graduate  studejit  exceeds  the  cost  per  aided  under* 
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graduate,  the  number  of  aided  undergraduates  is  so  much  larger  tlmt  the  institu* 
Uonal  burden  generated  by  undergraduateH  with  federal  aid  exceeds  tliat  gen- 
orated  with  federal  aid.  •       ...       .  ^  . 

Consistent  federal  policy  would  call  for  appropriat On  of  a  cost  of  Uving  sup; 
plomeut  to  undergraduate  stii)ends,  under  the  autliorlty  conferre<t  by  Title  X  of 
the  Education  Amendments  of  1972. 

REBEJABCIi 

Tho  federal  government  makes  funds  available  to  cover  the  full  cost  of  research 
which  it  finances  in  unlverHities.  These  costs  are  of  two  k  nds--direct  and  in- 
direct. Direct  costs  are  those  clearly  and  totally  attributable  to  the  project  be* 
Ing  financed— wages  and  salaries,  equipment,  and  supplies,  for  example. 

However,  when  a  large  volunie  of  federally  aided  research  is  conducted  on  a 
campus,  the  conduct  of  this  research  thrdws  a  load  on  many  university  taciljtipS' 
Library  use  increases.  Mainteimnce  costs  rise,  Use  6f  central  computer  f>nf»Uities 
increases.  The  administration  of  grants  and  contracts  requires  additional  staff. 
All  of  these  costs  are  joint  costs— shared  by  many  users  and  attributable  to  no 
one  of  them.  Yet  tho  costs  are  real  and  must  be  paid. 

It  is  fixed  federal  policy  that  these  joint,  or  indirect  costs,  should  be  paid  when 
the  federal  government  finances  research  in  colleges  and  universities.  The  pro- 
cedures for  calculating  these  costs  have  been  worked  out  over  a  period  of  >;ears, 
and  are  incorporated  in  an  OMB  Oircular-A21.  The  General  Accounting  Ofilce 
studied  the  theory  and  practice  of  payment  of  indirect  costs  and  prepared  a  re- 
port for  0)ngress  endorsing  the  principle  and  the  methwls  for  calculating  ind  rect 
costs.  The  tot4il  indirect  cost  payments  currently  amount  to  about  JfiOO  million 
oer  vear 

The  principle  of  paying  indirect  costs  on  research  wonUl  if  applied  to  under- 
graduatea  \vith  federal  stipends  result  l«»  pft.vnient  of  a  cost  of  eilucation  allow- 
Uttce  for  each  federally  aided  tmdergraduate. 


Tub  UNivBHtHTY  OP  Wisconsin  SYeTEM,  , 
MwUsoth  Wis,,  July  30, 1014. 

Hon.  James  G.  O'Haiu,  ..... 

Ohalmm,  Spedat  Mouse  Stibmnniitteo  onMucationt 

Wushingtmi,  D.G,  .  ^  ^ 

DEAR  CoNoKESSMAN  O'Haba  !  While  1  was  "«f<>«'t«n«tely;«»«J»fe  f^f 
fore  yotir  comtnittee  for  testimony  on  higher  education  nuaneing  policy,  i  aid 
promise  to  prepare  a  s'tatement  for  inclusion  in  the  Congresslonnl  Record.  The 
following  constitute.^  that  statement.  ■  ^,      ^    ^  ,  ,  i.„  .. 

1  would  like  to  focus  my  coMitnet»ts  on  one  point  in  the  current  debate  over 
the  relative  merits  of  lilgli  and  low  tuition  approaches  to  financing  higher  educa- 
tion. This  point  Is  essentially  the  criterion  for  determining  access  to  higher  edu- 
cational opportunity.  1  will  lilustrnte  with  questions.  1„  1„,.H«„« 

1.  At  the  current  crossroads  of  debate  over  financing  policy  wlmt  is,  increas- 

'"A^'WlSifsSfdS^^^^  criterion  increasingly  apiwars    »>e  who  can 

afford  to  pursue  higher  oducatlojt.  As  wages  have  failed  to  keep  "1»  .with  rapid 
Inflation  and  rapidly  escaliitltiK  tuition  and  fee  rates  and  other  costs  students 
ivo  changed  at  enrfance  belmvior  by  either  avoiding  enrollment  it»P"blic  higher 
wlucatlonnl  Institutions  (since  IWIO.  mv  System  «  «« 

WlsconsUi  atuuial  pool  of  high  school  graduates  have  declined  from  38.4%  to 
nctitA)  rsee  Table  1).  or.  when  enrolling,  saving  on  room  and  boawl  expenses  i>y 
Attend  ng  Sstltutl^  close  to  ho  ne  Isee  Table  52).  (This  has  been  a  clear  trend 
lirst^ltJ  lesldS  since  lOGO.)  When  tuitions  are  decreased  enrol  - 

meS  InSttTsh^^^^^^^^^^^  of  our  low  tuition  ejcpprituent  which  have  nl- 

readv  been  reported  to  you,  demonstrate  this  later  point,  ...  .  ...  „ 

2.  \viS  that  govertunent  will  adequately  support  higher 
education  for  the  most  needy  under  student  atd-hlgh  tuition  policies? 

T  in t"  there  Is  I  t  e  ev  t  etioe  that  governtnent  will  adequately  supiwrt  coti  - 
pematorv  s  udeht  1 1 1  th«  tt.nst  needy.  The  sturtent-ald'centered  f  deral  bud; 
tfK  K  w  ctr^  inadequate  for  the  tieedy  and  s  udents  from  middle 

KtUio  families  ttlso  au^  a  result  of  d^'croased  ellllblUty  for  federal  stu- 
dent  loans. 
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TblH  year  Congre«s,  in  rospaiise  to  middle  Income  citizen  reaction,  seems  In- 

«  S«?h  niSm':!^^  'l^^T^^  ^^r.  nnd  loan  n2taTorBi 

I?  li cruast-d,  where  will  tills  leave  the  truly  needy  student? 

ml«t  RE?^Hn  J  L  i''       TVl''  IT'^*"'^         Brookings  Institute  econc 
«         *^f*  ''""catea  that  Increased  middle  class  eligibility  results 

S  Srn'^™^  n"nli!^'"f""  'ij:      '^V'^,^"*^  m-^o^'e  fn»'ilies.  A  recent  study 

m.ff  T^^H^^PP"''^""**'^.."':"".*  University  of  Wlscwisrin 

mist  Leo  Hansen  warns  that  students  from  aHluent  families  may  distort  tlie  ori- 

ni«lin*^"f.lHl'  through  dSrStlon  of ' 'inde. 

pendence"  from  parental  support.  As  was  the  case  with  tlie  loan  orocrams  this 

il^T.'Jf  .,"1^  nvallabUlty  of  grant  support  for  students  fZ^^^^ 
ramiiies.  I  tiilnk  the  wl.sest  course  would  he  to  more  adenuately  sunnort  crnnts 

nortSnitv^h'?n,ir?'  f*r^'*  ''HH.  ^'''.''^'''''''^  «  toVdSJlonS  5^ 

''tpsstsS'SA  teSiM  a»;rx^Sncy  Z 

The  low  tuition  system  has  historically  demonstrated  Its  ability  to  nrovlde 

road  access  with  minimal  bureaucratic  supervision.  The  studen  fi&lgrtul! 

hiiASnl  T",?*''  rmlr^  a  large  bureaucracy  to  accomplish  the  saraS  end 
.2  lf.r?S  ?^  '^'''i''  oPl^ortunltles  for  bureaucratic  mischief.  A  point  often  stressed 
by  high  tuition  advocates  Is  that  the  approach  would  decrease  the  need  ^r  nubll^ 
tax  support  for  higher  education.  The  rlcU  and  the  STrclSsSd  LffiS 
creast>  access  for  the  poor.  However,  currently  Confess  IsTnsldeSne  ralsln^^ 

iclVs'omS'f^f  ^^^^  BEOO  grnifts  to  students  SfSue? with 

incomes  o\er  .?0,000.  The  average  annual  family  iicome  In  non-metropolitan  Wis- 
consin la  around  .$8,200.  With  the  average  family  being  el  g  We  Kovei 

«IAr'       "hM**^."  t 'J  Furtnerraoro,  under  the 

BEOG  approach  institutions  would  have  incentives  for  raising  tuitions  in  order 
to  nmxlma  ty  capture  federal  funds.  What  would  this  do  to  broad  aSs? 
policies?  education  benefit  from  sltulent  ald-lilgh  tuition 

'^'''Sir       P*"!^?'^  Institutions  would  not  be  hurt  as  badly  as 
I'  ^""""1'  Wisconsin  data  shows  that  prtvnte  Institutional  enrollments 

inf«^f.K",';!'u"'!''r*  P'H'"""*'^^  enrollments  at  public  InstltutlSSrenrolb 
ments  have  declined  much  more  sharp  y  due  to  accelerating  tuition  rntps  vhik 
nVffi*.'  Institutions  might  posslbirbeneflt  by  J  Sg  Sn™t 

public  Inst  tutlons.  But.  what  would  be  the  Impact  on  societal  access  to  hlcher 

5.  If  a  student  ald-htgh  tuition  approach  Isn't  likely  to  Improve  societal  nccesB 
tulHo?Spro1iS  n"rt  '"KtutJ  a^^^^^ 

Heave  it  to  your  eomiulth'p  to  answer  this  question. 
Cordially, 

joH^f  .C.  WsSAVKtt  President. 

TABLE  l.-NEW  FRESHMAN  ENROLLMENTS  <UW  SYSTEM.  PRIVATE  COLLEOES  AND  NOrtMAl  SCHO0l«  VTAE 
COLLEdE  PARALLEL)  AND  ANNUAL  POOL  OF  HIQH  SCHOOL  ORAOUATES  i 


UW  ^^^^^ti 
High    systdm  high 
school  ^  ,  m  sehooi 
gfddudtd&  ummn  srdduM^s 

Nofrrtal  Pdrcen 
itwm  of 
drtd  high 
p/)vdto  school 
collogos  groduotos 

Porcont 

mt  high 

collegia  school 
pmWA  gMduotos 

ToUl 

Porcooj 

high 
school 
groauatos 

1970 

1972,. 
1973, 

  lim    M  36.4 

  ?5'5?S  38.3 

Z'HS  JO'? 

6(683  9.9 
7(035  10.1 
6  490        9  2 

\M  2.3 
1(715  2.6 
2,054  3.1 
1. 758        2, 5 
1*529  2,2 

34(534 
34  493 
32(389 
30(871 
29(729 

51.8 

m 

44.2 
41.9 

J  Compa^ablo  figuros  dro  urtavdlloblo  for  all  VTAE  Onrollrtioht  catogorlos  8ftd  onr  oilmdnts  4t  Institutions  outsido  Wisconsin. 


tABLE  2.~UNIVERSItY  Or  WISCONSIN  SYSTEM  CHANGES  IN  COMPOSITION  OF  UNOERORAOUATE  STUDENT  BODY  BY  CATEQOftY,  IW(^?3 


.Change  in 
Total  enrollment 
undergraduate  from  campus 


Degree  granting  eampum 


enrollnientj 
1970 


QrotiO  t: 

/awpui  A  *  

Cantpus  B*. 

Campwc  

Campus  D  

campus  £  - 

OrouDtl:  ^ 

campus  Q  

campus  H..  

Campus 

Campus  J  -  

Orouolll:  ^ 

campus  W—-**-  

Campus  X  

Campus  Y  *  
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19/0 


-112 
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^6 
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-1.2 
~7,'3 

^1*4 

-406 
-180 
-•199 
-367 
+519 

-9.1 
-6J 
-5.1 
-5.3 
+6.5 

-^S66 
-S6 
-184 

+43 

-12.6 
-2.1 
-4.5 
-1.0 

+.5  • 

-1.026 
-433 
-430 
-463 
+450 

-22.9 
^16.1 
-11.0 

+5.6 

+2.7 

+5.6 
+4.0 

*-l,967 
-'U62 

"ki 

-22.1 
-12.0 
-18.2 
-5.5 

-590 
-275 

t'^ 

-6.6 
-2«6 

til 

-2,320 
-li543 
-825 
-265 

:?H 

-9.8 
.  — 5»5 

+15.3 
+7.5 
+3,7 

+282 
+65 
-52 

+391 

+1.6 
+1.6 
-.2 
+13.2 

+41 
>47 

-m 

A\ 

-9.6 
+8.3 

-560 
+745 

+18.6 
+18.0 
-2.3 
+25.3 
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Tuition  j  Analybxb  or  Recrni?  Powov  Recommenpationb 

Carol  Van  Alstyne,  Chief  Economist,  Policy  Analysis  Service,  American 
.  .  .  Ootinoll  on  Mducatlon 

tNom-~-I  want  to  acknowlodgo  the  aulmtrintlvo  contributions  to  this  paper  of  coUeagues 
at  tho  Policy  Analy«l»  Bervice  of  tho  American  Council  on  Education,  particularly  Cathy 
Henaerson,  Laura  Kent,  ami  Yl  Tslcn.  X  number  of  rcvloworH  Idoutlfied  with  a  broad 
Kpoctrum  of  poHltlouH  on  tuition  imm  provUkMl  extriMuoly  helpful  comments  on .  an 
earlier  working  draft  of  this  paper.) 

Recent  recommendations  on  tuition  policies  of  national  groups  studying  the 
organization  and  nnanclng  of  postsecondary  education  *  have  touched  ofie  stren* 
nous  debates  In  federal  and  state  legislative  chambers,  In  academic  councils,  In 
the  media,  In  the  coffee  houses  near  the  nation's  campuses,  and  across  the  dinner 
tables  of  American  homes.  Tuition  recommendations  are  proposed  or  analyzed 
In  three  major  reports :  * 

*»Hlgher  IMucatlon :  Who  Pays:  Who  Reneflts?  Who  Sliould  Pay?"  Which  ap- 
peared In  June  1073  and  Is  one  of  the  final  volumes  of  a  six-year,  $6  million 
study  effort  by  the  Carnegie  Commission  on  Higher  Education.  I^ater,  In  April 
1974,  the  Carnegie  Commission  Issued  "Tuition**  as  a  supplemental  statement  to 
the  original  report; 

'^The  Management  and  Financing  of  Colleges,**  published  In  October  1973  by 
the  Committee  on  Economic  Development,  a  group  of  200  business  and  civic  lead- 
ers. The  nnwrt  culminates  28  months  of  analysis  and  discussion  supported  by 
contributions  totaling  several  hundred  thousand  dollars  from  the  CED  Itself  and 
several  nmjorfoumlatlons ;  and 

"Financing  Postsecondary  Education,**  the  final  report  of  the  National  Com- 
mission on  the  Financing  of  Postsecondary  Educatdon,  released  In  Janimry  1974, 
the  product  of  15  months  of  Commission  and  of  professional  staff  work  with  a 
budget  of  .'^l.a  million.  -  ^  - 

'Rotjx  the  Carnegie  Commission  and  the  CED  recommend  that  tuition  be  raised 
at  loW'tuttlon  public  Institutions,  and*at  the  same  time,  the  aid  to  low-lnooiue 
students  be  Increased  to  help  them  overcome  the  financial  barriers  they  face  In 
furthering  their  education. 

Specifically,  the  Carnegie  Commission  recommends  Increasing  tuitions  over  a 
ten.year  i)erlod  until  they  reach  one-third  of  educational  cost  at  the  upperdlvlslon 
levels,  while  maintaining  low  or  no  tuition  for  the  first  two  years  of  post- 
secondary  education.'  The  CED  recommendations  are  more  drastic:  that  tuition 
levels  be  raised  to  one-lialf  of  Instructional  costs,  over  a  five-year  i)erlod  at  four* 
year  Institlitlons  and  over  a  ten-year  period  at  two-year  Institutions.*  Hoth  the 
farnegle  Commission  and  CED  emphaslsies  that  their  recommendations  with 
r«^si)ect  to  Increased  tuition  are  linked  to,  and  Inseparable  from,  their  recom- 
mendations with  resi)ect  to  Increased  student  ald.*^ 

The  National  Commission  reiM)rt  Includes  no  recommendations  on  tuition  levels } 
rather.  It  uses  an  analytic  framework  to  compare  several  alternative  financing 
plans— Including  one  based  on  the  Carnegie  Commission  proposals  and  on*  ♦  the 
CED  proi)osals.  Tlie  analytic  framework  developed  so  far  can  be  used  to  evaltmte 
the  financing  plans  In  terms  of  how  well  they  achieve  goals  specified  by  the 
f Commission  for  student  access,  choice,  and  opportunity  (l)Ut  not  the  goals  sped* 
fied  for  Institutional  excellence,  Independence,  oi*  diversity ) . 

The  current  debate  over  tuition  levels  Is  extraordluary  In  that  hotli  sldes-^tlinl 
Is,  those  NVho  want  to  Increase  tuition  and  thorse  who  want  to  keep  tuition  low-- 
claim  to  be  .seeking  exactly  the  same  objectives:  namely,  to  broaden  educational 


^^^Rdueatloa  Iwyoad  tho  high  ftcliool  Ik  now  reforwd  to  n«  jiotttKecondary  oditcntloa. 
Miioh  orthp  ttvnllablo  laformntlrtii.  hoW(»vt>r.  rHatos  only  to  collertlnto  or  hlj?her  oduca* 
tlon  In  the  tnulltlonnl  Kcnse,  and  thn  vncabninry  In  tlu*  text  of  the  mm  «hlft8  between 
the  two  .crmH  nocordlniily. 

I  For  (!omi)lete  eltatlonw,  Ki»e  the  ll«t  of  referenoew  at  the  end  of  the  tmaer. 

Mn  ItM  .tune  lOYti  retiort,  the  dCHU  reeommendatlon  of  m\  or  no  tuition  Ik  nnplled  to 
the  rtrHt  two  ynrs  f  t)ostMecondnr,v  edueatlon  nt  both  two*,venr  and  four-year  InstltutlonK  i 
In  it»  At^rU  1974  HUpplementnl  statement,  the  reeommendatlon  I&  nptiH^d  only  to  the 
two  .vearH  at  a  two*year  ln«tltntlon. 

*Tbe  term  edueatlonal  eoKt  (t»«ed  by  the  (t(HWA  Includes  KUch  functlonw  a«  det)artmentat 
roHeardh  and  pumld  service :  thus  It  fs  a  somewhat  broader  concept  than  the  term  Intrue^ 
tlotial  eost^jfUHed  bv  the  OMD).  wbloli  relatew  «|ieeiaeally  to  teaehlnj*.  !n  deriving  theHo 
eoKtB.  the  CCHt)  IneludeK  only  ourrent  ot)$ratlnff  eo«tK,  whereas  the  CfiD  Includea  cttt)lta! 
eoKtH  {*'a  rea«onal)lft  allowance  for  reiilacement  of  faellltleK'M. 

.  » Presumably,  the  relation  of  tuition  to  eoMt  in  stmelHed  In  term»  of  litm  tuition :  that 
l»,  ijefore  student  a«Kf«tflnee  Is  netted  out. 
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opportunity  for  low-lncorao  students,  to  enhance  the  quality  of  P^ftsf  «»J{}f,J 
education,  and  to  assure  the  vitality  of  the  private  colleges      "jj^ersltles. « 
preserving  the  diversity  of  our  higher  educational  system.  And  each  f^e  claims 
to  be  seeking  these  objectives  in  the  most  effective  and  most  e<iultable 

Those  who  advocate  raising  tuitions  assert  that  such  a  strtttegy  woirtd^do  no 
more  than  slightly  accelerate  existing  trends  in  flnat>cial  8"t»t'f  t/"i,Pp«* 
secondary  education.  But  if  tuitions  in  relation  to  costs  are  set  half  again  to 
double  tlfe  pS  levels.  If  more  of  the  cost  of  education  is  shifted  to  the  current 
SZt  ceSerSn.  if  students  must  depend  significantly  more  on  loans  to 
See  tfe  aXl  costs,  and  If  heavier  reliance  Is  placed  on  «»arkenne«^^^^ 
for  allocating  resources  to  and  within  higlK^r  education-tlien,  the  >n«teSi|. 
will  In  fact  be  a  significant  break  from  the  tradition  of  low-tuition  public  higher 
education  in  this  country. 

THtl  PREMISES 

The  Carnegie  Commlssioh'and  the  OBD  reports  differ  materiuiiy  J«i  analytic 
aoroach  In  policy  emphasis,  at»d  In  the  substar.ie  of  their  respective  recom- 
mSSionS.  But  a  number  of  the  arguments  they  make  in  favor  of  increasing 

*"Kyn"thes1Sd"f^om  the  two  reimrts.  the.^  are  tjtrec  major  ^^^^^^^^^ 
of  which  is  used  as  Independent  grounds  for  Iticreaslng  tuitions,  rhe  first  relates 
to  financial  distress  in  higher  education  and  may  he  summarized  as  follows: 
■   1.  There  is  widespread  financial  distress  In  higher  education. 

2.  This  distress  results  f  rotn  the  more  rapid  rise  Iti  costs  than  1«>  »>come. 

3  T l  ough  cost  Increases  may  be  held  down  to  some  extent  by  Improved  man- 
UBement  of  Sati^^  resources,  costs  will  continue  to  rise  because  of  the 
laSiSsirifS  consequent  lov'-or  at  least  relatively  unchang- 

'"riSctSffi^^imfc^^^^^^^^  increase  much.  If  at  all,  and  surely  not 

faJier  f£%hTrarrSiulred  to  keep  up  with  inflation  or  enrollment  growth. 
T»»prpfore  financial  distress  Is  a  sei'lous  and  long-term  condition. 

r£  oX  ava  laWe  ^urce  of  added  Income  Is  private- hat  Is.  predom- 
iHnntlv  the  Uudents  and  their  parents.  Therefore,  tuitions  should  be  raised. 

AltX^^^  i"  «'«t  «^  disproportionate  share 

'l^'Kuil^lSIlfireJ^^^^^^^^  to  the  extent  they  go  to  mKldle. 

and  uS  K  who  would  attend  college  anyNVay,'  therefore,  such 

SCshSd  be  tS     to  those  students  Whose  educational  decisions  they 

^^'wh?t1s  tnore,  this  shifting  of  eaucatlonal  costs  is  both  practical  and  reason- 

"''a  A^flicUmes  have  Increased,  students  and  their  families  have  become  better 

"'S  WtfeliS  ofS^eSdary  education  accrue  l^^f '-V /o  tl^  Indlvldj^^^ 
mH.pr  than  to  8ocletv--or  at  least  a  large  share  accrues  to  the  Individual  that 
S  frt  Kfl?cS  f)V  the  low-tuitlon  financing  patterns;  therefore,  as  a 

nf  VmS^^^^^^^  the  coats-or  at  least  a  larger  share  of  the 

iXasf in  S^^^^^^^^^  the  beneflclartest  the  students  (nn.l  their 

^"Selhlrd  argument  Is  that,  collaterally,  increasing  tuitions  would  Improve 

*lTfThrS?Si.r^^^^^^^  and  the  pHvato  sector  Is  red«c«l 

«««HH.Hh»>^^       of  them  now  under  great  financial  strain— will  be 
'Z  tl  JS  tlMttTti  Sful  Sllty !  thus,  tlfe  diversity  of  our  educational 

''f  «Sp«y'for7os1'secondary  education  is  increaslngty  channeled  tl^^^^^^^^^ 
«HHtpnts  X  then  c(  .*rv  assistance  funds  with  thetu.  Institutions  will  be  forced 
rSpete  liuR^^^^  for  students.  Thus  they  will  become  more  responsive  to 
H  p  educational  needs  of  fhpstudenfs  and  of  society.  «.,4.  u. 


ERIC 


138 


In  dealing  with  the  question  of  flnanclnl  distress,  we  should  recognize  at  the 
muset  the  appalling  fact  that  wo  do  not  at  present  have  solid,  agreed-upon 
measures  of  financial  conditions  either  within  individual  institutions  or  within 
the  system  of  higher  education  generally.  Reports  of  current  fund  surpluses  or 
deficits  are  Incomplete  measures  of  the  financial  strength  or  weakness  of  non- 
profit educational  institutipns  because  current  ftmds  are  only  one  of  several  funds 
that  make  up  the  accounting  system  of  such  itwtitutions.  Institutions  generally 
establish  other  funds  to  account  for  endowments,  plant,  loans  and  annuities,  and 
life  income.  Moreover,  increases  in  total  fund  balances  are  not  accurate  indiojUors 
of  the  fimds  available  on  a  long-term  basis  to  support  the  increasing  costs  of 
high-quality  education  for  larger,  or  even  stable,  numbers  of  students. 

Tho  present  situation 

But  financial  distress  is  no  less  real  because  we  lack  precise  measures  of  it.  The 
consequences  of  the  distress  are  everywhere  apparent.  In  many  instances,  the 
development  of  new  educational  urograms  has  been  curtailed,  moratoria  have 
been  imposed  on  the  hiring  of  new  faculty  members  (indeed,  itt  some  cases, 
financial  exigencies  have  forced  wholesale  dismissals  of  teaching  and  adminis* 
trative  staff) »  salaries  have  been  frozen  at  levels  that  represent  nq  erosion  of 
purchasing  i^wer  in  the  face  of  spiraling  inflation,  routine  maintenance  has 
been  deferred,  and  reserves  have  not  been  set  aside  for  future  replacement  of 
plant  and  equipment.  In  short,  we  have  seen  enough  of  the  effects  to  know  that 
a  financial  crunch  exists;  andl  it  would  be  obdurate  to  argue  that,  because  on 
baluuce  the  entire  system  of  higher  education  does  not  show  a  deficit,  intra- 
sectoral  distress  does  not  rise  to  a  level  of  national  concern. 

The  National  Commission  report  provides  new  information  to  show  that  public 
as  well  as  private  institutions  have  felt  the  impact  of  the  financial  crisis  \  indeed, 
in  some  cases,  they  have  been  even  harder  hit* 

Thus,  we  can  concur  that  financial  distress  among  Instiutions'of  higher  educa* 
nu^J^.f  ^'^^T  widespread.  The  question  we  must  now  ask  ist  What 
fhnt  hnl!^  f^^^^^J  the  flnancittl  prospects  for  higher  education  as  dismal  as 
thej  have  been  depicted?  Recent  analyses  do  not  provide  a  solid  basis  for  fore- 
cast ng  these  prospects.  When  We  take  another  look  we  may  not  find  the  cutlook 
so  DleaK* 

Shortoomlnga  of  recent  amtysea  of  flmnolal  distress 

«lhnHtt2!!l!5  "^''ecent  analyses  is  a  <».nure  to  recognize  that  education, 
as  other  industrial  sectors,  ejcimrieiiet's  fluctuations  over  time.  It  has  fluctuated 
in  the  past !  It  is  llBely  to  do  so  in  the  future.  This  period  o£  distress  Is  not  uniaue, 
except  in  severity.  •  ^ 

„««i"^l*J'*"  J.*}?  etlucation  sector  is  characterized  by  fluctuation .'  in  enrollments, 

e.\pendltures,  reventies,  market  vahies  of  endowments, 
endowment  income,  current  fund  balances,  and  so  on.  We  Would  have  a  better 
understanding  of  the  financing  of  postsecotidary  education  if  we  paid  more  at* 
tention  not  only  to  trends  but  also  to  cycles  iu  educational  activity— cycles 
nnalogous  to,  and  perhaps  even  ossoclated  with,  business  cycles  in  the  general 
I*"/  i^'^'l  No^o"l.y/to  the  recently  ptjblished  studies  cover  relatively  short  periods 
Of  time,  but  also  they  inake  practically  no  attempt  to  relate  the  trends  and  cycles 
in  the  educational  sector  to  trends  nnd  cycles  in  the  general  economy.  Typically, 

JnSn!!""'^^^?  .^^l*"'  l'^'*'.*"^  "round  196T  or  1968  to  the  very  eariy 
1970s,  a  period  which  corresponds  roughly  with  the  slide  from  a  peak  to  n  trough 
in  the  last  general  economic  cycle.  By  extrapolating  trends  in  the  current  fund 
. "  ^^^^^  P.^"''.*"  "  «'nther  than  through  equivalent 
points  on  the  cycle,  we  could  easily  doom  ourselves  or,  at  least,  we  could  produce 
an  utircalistieally  pessimistic  forecast  of  the  financial  outlook. 

recent  Hnaitcial  nnal.vses  Is  that  they  overlook  the 
effects  ill  the  |)olicy  of  time  agsi  lugs  iti  getting  hard  datn  on  where  we  are  (or 
,W  •'H.^^*"««'f  ^i*^  i'n^'e  tjeen),  lags  In  assimilating  the  meaning  of  these 

data,  lags  in  deciding  what  to  do  in  response,  and  lags  \\\  taking  action. 

These  lags  In  information,  response,  atid  policy  action  in  higher  education  may 
add  tm  t«  us  jiiuch  ii«  three,  fotir,  or  more  years.  Tliun.  it  is  eoiiceivable  tlmt 
edttcatlonttl  flnajice  policy  recommendations  could  lie  entirely  out  of  phase  with 
the  changing  realities.  ' 

Pliiiuiplng  PoHtHOdohtliiry  KdiictttloH  In  the  tJtiitetl  Strttcs,"  Chm>ter  5, 

Zl  ' 

^3  w  v> 
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Is  It  really  trwe  thtit  tuitions  must  be  raised  •'^^twe  the  students ^ 
fnmnipq  nrp  the  onlv  remaininj?  source  of  increased  revenues?  Tne  possiprnw 

WSicTlaML'^^^^^^^^  *"^"r"rtZTol'oii;e%ffwe^^^^^^ 
data  on  revenue  sources  is  sufficiently  real  and  Important  t«  "JL 
date  and  then  continuously  monitor  these  trends  to  assure  that  policy  actions  are 

^TSsseS'ihMm.me  prospi^ots  for  colleges  a.ul  universities,  we  sho"ld  first 
innk  flTthe  most  recent  data  on  each  of  the  major  sources  of  revenue  Interpreted 
5  lUt  of  ItThisforT^^^^^  then  attempt  to  develop  «onie  urn  erstaml- 

iig  of  the  forces  shaping  thLt  time  pattern,  and  flna  ly  make  at  least  a  rudl- 
mintary  projection  of  the  future  level  of  support  from  this  source. 

Time  pattema  of  sources  of  revenue  . 
Charts  and  tables  to  illustrate  and  document  these  time  patterns,  are  arrangea 

^%?Slttn^5fdS'on  the  sources  of  revenue  for  higher  education  re- 
I  !^2r«f„  nW^ffnt^iZ^^^  (Chart  1)  Is  actually  made  up  of 

sotrU'&artsS^^^^^^^^^  of  time  Pa"enis.  v.^^^^^^ 

nffi  llslcX  the  same  as  one  finds  In  analyses  of  business  cydra  In  the  general 
JcSnlyf  smoSthrstable,  long-term  trends;  cyclical  swings;  and  unpredictable, 

ci?d^escffi*each  major  source  of  financial  support,  grouped  according  to 

"VSJS  fr««ff5«ltlon  has  Increased  In  a  stable  and  virtually  unbroken 
unswinc  oveTthe  years  (Chart  4).  Gross  tultlon-that  Is,  tuition  before  studen 
flrancfal  assLtanc^  has  been  netted  out-has  grown  steadily  as  a  share  of  total 

Itt  H.A  nccrecate  have  expanded  support  for  higher  eflucatiou  receniiy 
K  tacreaSffrStes.  In  a  number  of  cases,  Individual  Institutions  have  been 
SiioS  lnsMSlent  support  because  tlicy  nnist  now  slmre  appropriations  with 
?rr»7r  number^^^^  (particularly  with        two-year  c^^^^^^ 

rSlc  grown  hostile  to  liigher  education.  Further,  new  «'e'l«iremertts  for  greater 
./«tJ?.«i4V«  V««  hnfh  ft>o  nwlMo  an&  private  schools  should  be  regartted  as 
SeTeSra'rClth?'^^^^^^^  P«n«ttve  measures  against 

'''S^'^IS""^^^^^^^       significant  amount  of  support  ^"r  '.Igher  educatl^^^^^ 
i^nVnT  nf.«m  co^^  from  sources  whteli  are  directly  aflfected  by  general 
econoSficSy;^^^^^^^  support  tends  to  be         »  ""ture 

mmr?r(Ml    Im  l>nth  alumnl  and  nonalumtil~and  eon)orate 

Ss  arTcloVely  relS  to  corporate  profits  and  to  the  market  values  of 
SSlttS  Ci7thTlev"llng.off  of  such  support  In  the  »ate  lOCte  may  be  ex- 
plained as  eas  tv  by  the  sideways  movement  In  corporate  profits  over  the  pertoti 
i  wn  fn  1M1  hv  chances  In  the  tax  laws,'  and  by  other  economic 
Sltlous  SeAs  Tl&r  education  as  by  businessmen's  disapproval  of 
sbSent  activism,  nn  Intflrpretatlou  offered  by  some  observers. 

1071),  t>.  20. 
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iviM.1«^!£^^f"°''^  «PHWliig  Of  corporate  profits  in  1072  and  1973  corresponds 
witn  mnrkea  increaseB  in  tliose  years  of  voluntary  support  for  lUglier  education. 

a i^^i'  ^Mft8,'-n&  sources  tlmt  Inive  proved  least  predictable  and 
Mnf^M^^  for  year-to-year  variations  in  suplmrt  for  hiRher  education  are 
tne  foundations  and  the  federal  government. 

«o^i*H\*r"^'*""«5«S."P'l?.^  "»e  last  ten  years  from  al»out 

S  f  »«S  T"*  f^OO  Jnmion,  the  support  has  been  uneven ;  as  a  matter  of 
fact,  the  foundations  contributed  less  to  higher  education  in  1070-.71  than  tliey 
1»  In  1964-65.  Some  of  the  decline  is  attributable  to  tl»e 

foundations  expandlt«  their  social  concerns  to  new  areas,  primarily  to  pro- 
grams for  tue  inner  city.  In  the  last  academic  year,  1072-73,  however,  there  was 
?„  „  S^Irn'/^^""*'  foundation  supirort  to  colleges  and  universiHes,  amounting 
toaj^millionincreaseovertl>eprecedingyear  (Charts). 
f«£«  T  ^VP""''*  ^o^WsJ'er  education  rose  rapidly  in  the  early  lOeOs,  only  to 
Sb?  the  decade,  and  even  to  decline  in  1070  (Charts 

1*-18).  Th  s  marked  relative  withdrawal  of  federal  support  corresponds  to  the 
critical  ijeriod  arottnd  1067-68,  when  colleges  and  universities  were  moving  from 
l^'.ack  ink  to  red  ink.  But  again,,  federal  support  for  the  collegiate  sector  of 

vanSnv?5L^"?m°"  'i""  increase  this  year  over  last,  after  five 

years  of  extremely  little  net  gain. 
With  respect  to  each  of  the  nmjor  outside  sources  of  support  for  higher  educa- 

.i't^^llfS*  'S^^l'V^?.*".^"'"!^^'  support  is  increasing!  cprporate 

profits,  which  aifect  individual  and  corporate  giving,  are  up;  foundation  sup. 
&nli!.*i^»n«*^  J"  nerease  sharply  once  again,  exceeding  earlier  peaks;  and 
Federal  support  is  increasing  at  a  faster  rate  than  experienced  in  the  last 
naif  decade. 

In  summary,  the  prospects  for  increased  revenues  for  higher  education  appear 
brighter  now  then  the  earlier  published  reports  have  indicated.  It  may  not  be  a 
time  for  despair,  retrenchment,  imd  /Jhifting  more  of  the  cosft  of  edtication  to 
the  students  but  for  hope  and  planning,  to  make  future  realties  out  of  present 
possibilities. 

Narrow  pmpeotive  on  the  oamea  of  flmneial  distress 

Still  another  shortcoming  of  recent  analyses  Is  that  their  perspectives  on  the 
causes  of  financial  distress  in  higher  education  have  been  too  narrow.  Tliev  have 
looked  for  the  causes  of  distress  primarily  within  the  highei*  edtication  domain 
itself  and  not  beyond  it. 

Two  major  causes  used  by  the  analysts  to  help  explain  the  financial  crisis 
'^^^  enrollment  growth,  and  (2)  rapid  increases  in  the 
cost  of  higher  education,  increases  which  exceetl  the  general  rate  of  inflation 
and  which  are  attributed  to  low  productivity.  Let  us  look  more  closely  at  each 
..  or  these  factors. 

peoHnes  tn  th0  rate  of  mroUmnt  gmoth.r—'nie  proponents  of  increased 
tuition  afgue  that,  because  of  enrollment  booms  in  the  1060s,  colleges  and  uni- 
versities expanded  their  staffs  and  facilities  and  then  Were  left  with  large 
fixed  outlays  of  funds  that  they  could  not  continue  to  meet  in  the  face  of  slacken- 
ing enrollment  growth  (Charts  21-23).  We  have  to  admit  that  educators  have 
tried  to  have  it  both  ways:  We  used  to  claim  that  booming  enrollment  causes 
a  flnancial  cntnch,  and  now  we  claim  thaf;  slackening  enrollment  causes  a 
financial  crunch. 

mt  neither  simple  assertion  about  the  direct  relationship  between  enrollment 
trends  and  financial  strains  is  altogetlier  saHsfaotory.  Many  institutions  began  to 
feel  the  crunch  several  years  before  enrollment  growth  began  to  decline ;  more- 
over,  during  the  same  years,  many  institutions  experiencing  continued  sharp 
rises  in  enrollmeat  also  suftered  from  straitened  financial  circttmstances.  It  could 
flven  be  that  iinttncinl  distress  <s  a  cause,  rather  than  an  effect,  of  enrollment 
decline  it  fewer  students  enroll  )ecatjse  of  tesultant  tuition  increases.  At  any 
rate,  it  is  clear  that.  Ave  need  a  iiiuch  better  understanding  of  the  impact  of  en- 
rollment on  financing. 

Costs  and  pmuotlvliu  in  Moher  erf«ett«<m.— Part  of  the  extolnnatlon  offered 
for  the  financial  jllstJ-ess  of  higher  education  relates  to  costs  and  productivity. 
The  advocates  of  higher  tulHon  observe  that  the  annttal  increase  in  pcr-student 
costs  exceeds  the  general  rate  <)f  inflation.  The  sharper  acceleration  is  attributed 
largely  to  the  absence  of  major  improveni.^nts  in  productivity  within  higher 
education,  in  tutn  a  function  of  the  labor-intensive  character  of  education  that 
makes  productivity  increases  more  diflieult  to  achieve  than  in  industry  where 
mei'lmniaation  is  possible. 
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The  analysis  nroeewls  on  the  basis  of  the  following  syllogism,  implicit  in  the 
arJ^^eSTcaS^  th  "lnlK,r  intensity  of  higher  ^f'^J^S 
very  little  increase  in  proauctivityi  educators'  salaries  are  going  tiiM  and  there- 
fore,  the  cost  of  education  must  go  up.  . .  i.  ^  „„„„     n,n  «no«ni  h«n«». 

This  is  followed  by  the  assertion  that,  while  costs"  have  gone  «P; "  f J°XSn 
fits  of  education  have  not!  and  therefore  more  «f  the  cost 
should  be  shifted  to  the  private  henejle  arios.  Stude  U^^^  families 
constitute  the  only  other  major  source  of  funds  avail.  ble  o  pa>_  .  a^lng 
ttrmluGtivitv  (i.e..  cost  increases  per  student  in  excess  of  those  ge .  ea  u> 
Inflaffi  Ld  &  Sllty  improm^     where  improvement  means  increased 

""since  the  recommendations  tSTSHreUse  tuitions  are  based  In  part  on  this  per- 
eeptlon  of  "stagnant  productivity"  in  higher  education.  It  IsJ'^e  t°  ^l^®  «^ 
oHier  look  at  the  underlying  concept  of  productivity.  The  conventional  wisdom 
mi  this  subjecthas  remained  unexamined  for  too  long.  ««™i..„nvUv  tn 

I  would  argue  that  It  Is  not  a  matter  of  our  having  Jiieasured  pro^^^^^^ 
higher  education  and  found  It  not  to  have  Increased;  more  accurately,  we  ha\e 
never  measuretl  productivity  in  higher  educatloij. 

Productivity  is  simply  a  measure  of  output  per  unit  of 
Honally  used  to  measure  the  output  of  higher  education  Is  the  credit  hour.  A 
K  Ir  view  of  edSSatlon  might  rWuire  that  we  treat  the  credit  ho«/ «  "^f «: 
ure  of  input  rather  than  of  output.  But  If  we  persist  n  using  t  f^l^^  ^^^H  « 
output,  then  we  should  at  least  recognize  that  a  credit  hour  Is,  hy  definition,  a 
fixed  measure.  A  "credit  hour"  Is  to  the  education  Industr  approximately  what  a 
"Se  e-*  is  to  the  tm^  Industry.  If  we  w  ^w  ured  the  output  of  the 

traSmfrtatlon  IndustS  over  time  by  counting  blcytU-v,  automobiles,  propeller 
XlaSS  jS  a  rplhnes  all  as  "vehicles,"  and  If  we  accepted  the  vehicle  count 
SiTSCe  ^^^^^^^^  rejected  what  we  know  «*»>^liS"ZdScrM 

miles  traveled,  then  we  might  we  l)e  distressed  over  "stagnant  productiMty  tn 
the  "raJfsSation  indust^^^  Yet  the  180  credit  hours  that  It  took  a  »  «Jent  »n  the 
I1V2O8  to  emi  a  degree  In  engineering  to  help  design  the^assemhly  lln^^^^^^^ 
producing  the  Model  T  Is  the  same  180  credit  hours  that  It  takes  a  student  In  the 
iS  to  iarn  a  Sree  to  help  design  the  space  vehicle  that  flle^^^^^^^ 

The  "stagtmnt  productivity"  argument  Is  a  ragged  and  Incomplete  eNplanatlon 
for  the  cSt  IncreSses  In  higher  education.  Increases      eh  are,  however,  shar^^^^^ 
than  the  rate  of  Inflation  In  the  rest  of  the  economy.  A  more  complete  expiana- 
tlon  woSld  at  least  allude  to  a  number  of  other  developments  th«t  have  a^^^^^ 
institutional  expenditures :  e.g.,  (a)  expansion  of  he  ef  erage  of  m  nlmum  ^^age 
legislation  to  Include  employees  of  (nonprolit)  educational  »n«"t«tlo  s,  (b)  n- 
creases  In  the  levels  of  these  minimum  wages,  (c)  extension  of  collective  bargain. 
Ing  Into  higher  education  for  both  academic  mA  nonacndemlc  employees,  and 
-  (Jl)  IrnVmentatlon  of  the  array  of  fede>.,^llr  mandated  programs  including  af- 
flrnmtlve  action  and  occupational  health  and  sniety.  ,       .    „         -  ...  ,.,„„ 
Approximately  three-quarters  of  the  ....eratlng  budgets  of  coHeges  and  unlver. 
jiltles  are  expended  for  the  wages  and  sttifli'iM  of  academic  employees  who  teach 
and  do  research  and  of  nonacademlc  etnployeej^  who  work  In  offices,  caf^^^^^ 
and  hospitals.  When  I  started  graduate  study  in  the  >nJt\^*'*''i*'wi"srS.^«n  W 
workers  at  the  eminent  university  whfn-  J  matriculated  were  twld  85c  an  hour 
at  a  time  when  the  average  wage  of  mjuuUacturlng  employees  was  $1.80  In  that 
State  and  $S  in  the  nation  as  a  wh^x<v  Many  of  the  university's  nonacadem^^^^ 
Sovees  were  hlretl  only  for  the  nin.vr„ftnth  academic  year  and  faced  forced 
sZmer  layoffs.  Tluis,  their  jobs  took  on  Jispects  of  seasonal  employment,  the 
XTfrom  Which  .vlelde  I  an  annual  Income  below  the  poverty  m  n  muni.  The  ex- 
tension  of  minimum  wage  legislation  to  these  f^pt  W  he^^^^^ 
tlallv  these  Imbalances  In  incwie.  Sfnee  then.  it\  addition,  collective  bargaining 
began  to  spread  (although  at  uneven  rates)  among  educators,  wlmse  annual 
come  may  In  the  past  have  been  consldeiably  lower  than  that  of  their  counter- 
parts m  industry  \v»n.  ^<ntlvalent  education,  experience,  and  respo^^^^^^ 

The  ranifi  Inorcn  in  higher  educational  costs  shotild  be  seen,  at  least  in  part. 
fl«j  the  rSult  ofm  n  Mutable  Income  and  sodal  policies,  and  i»ot  exclusively  as 
conS  enoe  of  I  •  productivity.  Indeed,  were  we  to  hold  to  the  limited  view 
of  prrtdttcHvltv  Itt  o(lt)«.tion.  we  would  have  a  strange  paradox  to  exp  aln !  In- 
creasTln  laS  and  t-apltul  do  not.  by  themselves,  fccoun  ff  «'e  2.U(«i^^^^^^^^^ 
term  rate  of  economic  growth  in  this  country;  there  Is  a  vast  residual  growth. 

« Commute  iot  ftconrtmle  DevMopw^nt,  UttMament  md  mnnHeUto  o/  Cdttegts,  p.  W. 

0\..  O 


142 

usually  explained  by  Impiovoinentn  in  toehnology  ami  by  education.  Thus,  we 
have  a  situation  where  productivity  Is  «ulfl  to  have  Increased  very  little:  but,  at 
tue  same  time,  education  is  used  to  explain  a  substantial  amount  of  the  Incfease 
in  proauetivity  in  the  national  economy  as  a  whole— either  directly,  or  indirect* 
ly  through  improvements  In  technology. 

Fimnoiat  prospeota 

What,  then,  are  the  flnandal  prospects  for  higher  education?  In  the  last  sev* 
eral  years,  a  fragile  stability  in  the  financial  conditions  of  Institutions  of  higher 
education  has  been  achieved  not  by  increasing  revenues  but  by  holding  down 
costs." 

In  the  next  several  years,  however,  financial  conditions  are  likely  to  be  deter* 
u  P  opiwsite  set  of  forces.  The  prospects  for  increasing  revenues  are 
much  brighter  now  than  they  have  been  in  the  recent  past.  On  the  other  hand, 
management  cost  cutting  by  Institutions  may  be  approaching  a  point  of  nega- 
tive returns  at  the  same  time  that  inflationary  pressures  are  becoming  over* 
wnelming.  In  short,  the  near^term  financial  prospects  depend  on  either  (tie 
nation  s  controlling  inflation  or  the  institution's  adapting  to  it.  But  Inflation  can- 
not t)e  used  to  argue  that  students  should  bear  a  more  than  proportional  share 
of  cost  increases. 

Conctuaions  about  the  analysis  of  financial  dMresa 

With  respect  to  that  part  of  the  case  for  higher  tuitions  that  is  based  on  an 
analysis  of  finanetal  distress  and  its  causes,  I  would  argue  that : 

1.  The  long-term  prospects  for  Increased  revenues  are  brighter  than  they  have 
been  depicted.  Consequently,  we  may  not.  In  fact,  be  faced  with  a  situation  where 
tfte  only  a  ternatlve  is  to  pass  an  increasing  share  of  the  costs  on  to  students  and 
their  families  by  raising  tuitions. 

2.  The  causes  of  sharp  cost  Increases  in  higher  education  are  located  not  'ju^t 
within  the  educational  sector  itself  but  also  in  the  general  economy. 

In  searching  for  explanations  for  the  financial  distress  in  higher  education, 
w-hat  the  analysts  found  depended  on  where  they  looked.  They  looked  within  the 
educational  domain  both  for  the  causes  of  and  the  solutions  to  tlie  financial  dis- 
tresii. 

If  we  broadened  our  perspectives  we  might  find  underlying  causes  of  the  dis* 
tress  in  i  War,  which  forced  cruel  choices  among  domestic  priorities:  general  in- 
nation  ;  cyclical  downturn  in  coriwrate  profits  residtiftg  from  general  business 
conditions;  federal  reassesment  of  the  role  of  research;  social  commitment  to 
equal  access  to  postsecondary  educational  opportunity,  a  commitment  tluit  was 
not  accompanied  by  snfilclent  public  funds  to  achieve  the  goal,  with  the  result 
that  educational  Institutions  have  been  trying  to  make  up  part  of  the  deficit 
with  educational  funds;  income  policies,  including  mlnimtun  wage  legislation- 
and  collective  bargaining;  and  now  even  the  energy  crisis,  which,  bv  adding  un* 
expectedly  to  costs,  threatens  to  topple  arduously  regained  budget  balances. 

At  the  very  most,  these  causes  of  distress  can  be  Used  to  argue  that  students 
and  their  families  might  be  asked  to  bear  a  proportional  share  of  the  cost  in* 
creases.  They  cannot,  I  believe,  be  fairly  used  to  ask  them  to  bear  a  more-than- 
proportional  share  of  the  cost  increases. 

The  second  major  argument  advanced  for  increasing  tuition  concerns  equitv 
and  efficiency  in  the  allocation  of  public  support  for  higher  education.  The 
advocates  of  increased  tuition  contend  that,  even  thougli  government  spending 
has  been  greatest  for  low*.income  students,  much  of  the  pul)lic  support  for  high- 
er education  uccriies  tf)  njiddle-  and  high-income  students;  conseqtiently  the 
distribution  of  subsidies  is  inequitable.  In  addition,  they  say.  such  subsidies  are 
itiefflcient  because  these  students  would  go  to  college  anyway:  the  sul)sidie«  do 
not  affect  their  decisions.  Thus,  if  government  aid  crmttnues  to  be  distribtited 
as  it  is  now,  we  cannot  make  sulwtantlal  i)rogress  in  achieving  greater  equalitv  of 
educational  opportunity.  * 

They  propose  to  correct  this  "faulty  distrlbutimi**  Uy  increasing  the  proportion 
of  direct  federal  grants  and  loans  to  students  according  to  their  abllltv  to  pav 
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and,  at  the  same  time,  by  raising  tuitions  at  public  Institutions.  Tills  strategy, 
thoy  claim,  wouia  more  effectively  target  government  aid  to  those  who  need  it 
most  and  thus  improve  equality  of  educational  opimvtunlty.  In  addition,  a  large 
part  of  this  direct  student  aid  would  go  to  colleges  and  universities  in  the  form 
of  higher  tuitions  \  thus,  institutional  revenues  would  be  increased. 

These  arguments  are  both  plausible  and  appealing  to  our  egalitarian  values. 
But,  again,  we  should  look  closely  at  the  data  and  the  value  judgments  underly- 
ing these  propositions, 

The  ffoala  ofMgher  education 

Of  the  many  goals  associated  with  higher  education,  two  are  clearly  central: 
(1)  the  educational  goal  of  creating  the  capacity  to  deliver  educational  services, 
and  (2)  the  social  goal  of  assuring  ecrual  opportunity  to  benefit  from  those  educa- 
tional services.  These  two  goals  are  separate  and  distinct,  but  some  advocates 
of  higher  tuition  confound  them:  Thus,  the  support  Intended  to  create  educa- 
tlonal  capacity  and  the  support  intended  to  assure  educational  opportunity  are 
lumped  together,  and  the  distribution  of  the  combined  support  ts  cvaiuated- 
against  the  single  objective  of  assuring  equal  opportunity. 

The  proper  question  is  not  whether  all  aid  is  effectively  targeted  to  achieve 
the  social  goal  of  equal  educational  opportunity.  What  we  need  to  ask  is  t  What 
is  the  proper  commitment  of  resources— and  by  which  level  of  government— in- 
tended to  create  educational  services,  and  what  is  the  proper  commitment  of 
additional  resources  intended  to  assure  opportunities  to  benefit  from  those 
Services  ? 

Many  of  those  who  argue  that  we  should  raise  tuitions  and  redirect  the  added 
private  resources  so  generated  conceive  of  the  iwlicy  alternatives  in  terms  of 
fixed  amounts  of  resources  which  are  channeled  either  to  students  or  to  institu- 
tions. Students  and  institutions  are  viewed  as  adversaries  in  a  zero-sum  ^me. 

There  is  a  basic  distinction  between  the  educational  goal  ot-oreating  educa- 
tional services  and  the  social  goal  of  achieving  equal  opportunity  in  this  country. 
The  social  goal  is  broader,  extending  far  beyond  education;  the  resources  needed 
to  achieve  it  should  come  from  general  revenue  sources,  and  not  be  diverted  from 
educational  goals  or  generated  by  means  of  a  tax  on  education. 

RediMribittion  of  income 

Some  analysts  explicitly  propose  raising  tuition  for  the  purpose  of  redistribut- 
ing income.  Tlie  additional  revenue  generated  through  the  higher  tuitions  paid 
by  unassisted  students  are  to  be  channeled  into  aid  for  needy  students.  If  tms 
redistribution  takes  place  within  individual  institutions,  then  it  Involves  only 
those  families  who  happen  to  send  a  student  to  those  colleges,  not  the  population 

as  a  whole.  .    .         ^  . .      ,     ,    „        .  lu 

To  a  startling  extent,  this  redistribution  is  now  taking  place  by  means  of  the 
tuition  increases  that  have  already  occured.  Tliere  exists  at  present  a  lar^e  stu- 
dent aid  subsidy  gap*.  That  is,  the  amounts  of  student  a^istance  awarded  by 
institutiotis  far  exceed  the  amounts  of  income  channeled  through  them  specific- 
ally for  this  purpose  (Charts  24-26).  Since  the  inception  of  the  major  programs 
of  asslstatiee  for  low-lrtcotue  studetits  in  the  mid  106(ys,  the  student  aid  subsidy 
gap  has  amounted  to  a  staggering  $2. billion.  In  1971-72,  the  most  recent  academic 
year  for  which  we  have  data,  the  subsidy  amounted  to  more  than  a  half  billion 
dollars  at  all  institutions  and  more  than  a  Quarter  of  a  billion  dollars  in  private 
itistitutibns  alone.  Because  of  their  high  tuitions,  private  colleges  and  univer- 
sities provide  a  relativel.v  large  anioutit  of  direct  assistance  to  each  low-Income 
studetit  who  enrolls.  Thus,  the  aggregate  student  aid  subsidy  gap  is  blgher  at 
private  institutions  than  at  public  institutions.  ,„ 
If  the  amount  of  the  assistance  tlict  private  Institutions  provide  from  their 
educatlotiul  funds  is  divided  by  the  total  enrollment  at  private  insitutions,  we 
fitid  that,  Iti  1071-72,  the  subsidy  gap  was— on  the  average,  across  the  nation--- 
jibout  .$128  for  each  and  every  student  enrolled.  Tliis  means  that,  if  adequate 
funds  had  been  provided  from  public  sources  to  support  students  who  tieeded 
additional  assistance,  tuition  could  have  been  reduced  $12{>  that  year  for  every 
student  enrolled  at  a  private  institution,  whether  assisted  or  unassisted.  Over 
the  four  years  cotiventloimlly  reauired  to  earn  a  baccalaureate,  making  up  the 
HUbsldy  gap  would  result  in  a  .$500  tax  o\\  every  student  who  now  attetids  a 

'%"ere"is*a"huilar,  but  smaller,  tax  imposed  on  the  students  who  now  attend 
public  institutions.  The  proposed  strategy  of  raising  tuitions  at  public  institu- 
tions and  redirecting  the  added  revenues  Into  student  aid,  would,  in  effect, 
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Introduce  n  similar  redifitributive  system  into  the  public  institutions,  Finan^ 
einl  reform  lies  in  the  direction  of  removing  the  specinl  tax  from  the  stit^ 
dents  enrolled  in  private  institutions,  rather  than  imiwslng  It  on  the  students 
enrolled  In  public  InstitutlonH.  The  resources  needed  to  achieve  e<jiuil  educational 
opportimlty  ought  to  he  provided  from  general  revenues  and  not  from  an  educa- 
tional tax  on  the  students. 

Interyenerational  transfers 

'rheve  Is,  I  believe,  a  central  flaw  in  the  analysis  of  those  who  have  concluded 
that,  because  of  a  current  maldistribution  of  aid,  tuitions  should  be  Increased 
and  support  reallocnted  anjong  Income  groups  in  order  to  achieve  greater 
distributional  equity.  The  flaw  was  first  noted  by  Dr.  Joseph  Pechiuan,  who 
points  out  that  the  costs  and  benefits  of  any  plan  for  financing  higher  education 
cannot  be  assessed  at  a  single  point  in  time  because  the  costs  and  benefits  occur 
over  tlme.*^ 

Consequently,  in  devising  plans  for  financing  higher  education,  we  need  to 
determtne  not  only  who  should  pay  but  also  when  they  should  pay.  The  tuition 
issue  Is  then  transformed :  It  is  no  longer  a  question  of  how  much  the  students 
should  pay  and  how  muclt  they  should  be  sul)sldlzed;  the  question  becomes 
whether  they  pay  more  now  or  later.  ""^ 

Because  Investments  In  education  are  among  the  largest  an  individual  nmkes 
in  a  lifetime,  and  because  the  benefits  of  the  education  accrue  oVer  that  life- 
time, most  people  generally  agree  that  the  payments  for  education  should  be 
spread  over  time.  This  can  be  done  either  through  the  mechanism  of  high 
tuition  coupled  with  Income-contingent  loans  or  through  the  niechanlsm  of  h)W 
tuition  coupled  with  Income-contingent  taxes. 

In  both  cases,  the  education  Is  financed  by  intergenerational  transfers  of  re* 
sources.  iTie  transfers  can  be  made  by  means  of  private  mechanisms,  wherebv 
Institutions  charge  high  tuitions  that  are  paid  out  of  the  accumulated  savings  of 
the  parental  generation  and/or  out  of  loans  to  students  that  will  be  repaid  from 
future  earnings.  Or,  the  transfers  can  be  made  by  means  of  public  mechanisms. 
\yhercby  Institutions  charge  low  tuitions  and  the  difference  between  tuition* and 
the  full  cost  of  education  is  financed  with  the  tax  payments  of  the  parental  gen- 
eration. Then  the  costs  of  the  low-tuition  benefits  are  subsequently  repaid  out 
of  taxes  on  the  futtire  earnings  of  the  student  generation. 

The  intergenerational  nature  of  the  transfer  of  resources  Is  essentially  the 
same  whether  the  transfer  mechanism  Is  private  or  publlo.  Using  either  mech- 
anism, there  are  transfer  coats.  Given  the  imperfections  in  the  capital  market 
for  investment  in  education,  however,  Internsfe  costs  on  t)rivate  loans  to  finance 
education  are  exceedingly  high,  notwithstanding  government  gimrantees  and  a 
new  secondary  marketing  association  for  student  loans.  These  interest  sur- 
charges on  private  educational  loans  result  in  substantial  leakage  out  of  the  pri- 
vate  intergenerational  transfer  system  for  flnandng  higher  education.  It  may 
simply  be  easier  and  less  costly  to  make  the  intergenerational  trnnsfei's  in  the 
public  rather  than  the  i)rivate  sector. 

Historically,  aa  access  to  education  has  broadened,  the  intergenerational  trans- 
fer mechanisms  for  financing  It  have  shifted  from  the  private  to  the  public  sec* 
ton  first  for  elementary  education  and  subsequently  for  secondary  education* 
There  Is  no  Inherent  reason  why  the  financing  of  public  postsecondary  education 
should  differ  n  essv^ntlal  ways  from  the  financing  of  elementary  or  secondary 
edueatloa.  Advocates  of  Increased  tuitions  object,  however,  that  a  public  tax 
transfer  system  to  support  loW4ultlon  public  higher  education  Is  inequitable  be* 
cause  some  people  who  do  not  benefit  from  the  educational  opportunities  ai*e 
taxed.  «uch  concerns  did  not  play  a  deterniUmtlve  role  In  the  political  decision 
to  provide  tax  support  for  public  elementary  and  secondary  educatioa,  Some 
have  pressed  the  distinction  that  elementary  and  secondary  education  i«  com- 
pulsory whereas  postsecondary  education  Is  votimtary.  But  this  di«tlnctlon  does 
not  reach  the  sittmtion  of  the  childless  family  who  must  ))ay  taxes  to  mipport  an 
elementary  educational  system  from  which  they  derive  no  immediate,  direct  bene- 
fits. Yet  a  political  Judgment  was  made  that  the  benefits  of  tho  ao^ultlon  ele* 
mentary  educational  system  to  sw^lety  as  a  whole  outweigh  the  inequities  which 
this  particular  form  of  financing  impose  on  childless  familieM  or  on  families 
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who  choose  to  send  th«lr  chlWron  to  private  schools.  If  »jn«A"'"l^^ 
users  nrw,  however,  still  (leenu'd  to  outweigh  benert  s  to  s"c»ety  of  Wgher  eauca- 
tion  swpi^orteil  by  general  tax  revenues,  It  is  poss  We  to  conceive  of  alternathe 
ttnanclng  i^lans  embodying  concepts  akin  to  special  e£«c«tlon  user  taxes. 

Pull  access  to  higher  education  is  by  no  means  a  reality.  But  we  way  questimi 
whether  that  goal  will  be  reached  faster  if  we  raise  tuitions  and  hope  for  off. 
seS  increases  in  student  assistance,  or  if  we  keep  tuitions  "«  «w  a  W^^^ 
and  work  to  broaden  access,  considering  not  only  the  economic  but  the  social  a^irt 
psychological  needs  of  those  now  excluded. 

Lmgitudinat  equity  . ,  ,  ^  » . 

In  the  economics  of  public  finance,  two  standards  are  used  to  3«dge  the  fumlH- 
mental  fairness  of  spending  and  taxing  programs.  They  areknown  int^e  af 
"horizontal  equity"  and  "vertical  equity."  H«'^5»ntal  equity  Jmns  ti^atin^^^ 
pie  In  similar  circumstances  lu  the  same  way.  Vertical  equity  means  treatmg 
people  In  dlfferentvircumstances  differently.  j,  „t  ^.,if„  »« 

I  think  we  may  add  to  these  standards  a  concept  of  »i>"B^t«^'nal  eqttityM^^^ 
tended  to  convey  the  idea  that  people  should  be  treated  fairly  over  time.  xTUs 
concept  should  not  be  used  as  a  conservative  argimient  against  any  cha|^ge  m  ^^^^ 
historical  way  of  doing  things,  or  against  reform  designed  to  f  *ater 

current  vertical  or  horizontal  equity.  Fair  treatment  of  people  over  time  is,  how- 
ever, a  relevant  consideration  in  weighing  the  net  benefits  resulting  from  pro- 

^Se*'cot!St  of  longitudinal  equity  would  apply  to  the  tuition  Rebate  J" 
following  way :  As  1  mentioned  earlier,  the  financing  of  education  Is  spread  out 
o^Ttim™  h  resources  being  dmvu  elth.r  from  the  I««v  «U8  ge^^^^^^^^^^ 
from  the  future  generation.  Historically,  our  system  of  low-tuitlon  public  Idgher 
"hwatlon  has  been  financed  by  the  parental  generation  for  each  succeeding  stu- 
dent  generation.  Over  Hnie.  increasingly  wealthy  parental  gen/«'atlon8  lmve  pro- 
vided nu.re  and  more  resources  to  the  student  generations,  anfi  access  has  broad- 
tnied  to.  the  point  where  we  are  approaching  universal  acc^s  for  able  students 
from  upper*  and  middle-Income  fatnllles.  , ,        .  _        _  i.„  i.„ 

Nor  jitst  at  the  time  In  history  when  we  are  making  serloUs  attempts  to 
broaden  access  to  low-Income  students,  we  change  the  rules  of  the  game.  We  pro- 
pose  to  shift  a  larger  share  of  educational  costs  from  the  parental  f  deration  to 
the  student  generation;  the  students  must  bear  these  costs  either  now  or  later, 

from  future  Income.  ...        i        «  »  « 

Manv  of  us  obtained  our  undergraduate  degrees  for  no  or  low  tuition  and  a 
few  dollars  a  semester  In  student  fees.  But  now-when  it  Is  our  turn  to  help  pay 
for  tljp  education  of  the  upcomlug  generatton-wc  renege  and  shift;  more  of  the 
iSS  to  the  students.  It  would  be  "fair"  to  devise  a  flnanelng  system  ^^^^^ 
dther  on  low-tultlon,  parental-generation  taxation  or  on  high-tultlon,  student- 
SemSon  bVrowltig  Se  IneqSity  arises  at  the  point  in  tl«ne  wheh  we  sjv^tch 
systems,  in  this  case  shifting  burdens  forward  from  the  parental  t^^^^^^^^ 
generation.  It  would  seem  that  the  current  student  generation,  particularly  tne 
lower-Income  students,  could  be  jtistiflably  outraged. 

AUmiatlwmvs  to  a  achieve  disirlbutioMttatiuiiV 

The  concern  for  distributional  equity  in  comparing  ptnns  for  financing  post- 
secondary  education  relates  to  fairness  in  shtirlng  the  burden  co^s  the 
value  of  benefits  among  people  in  different  income  growS' ^iwity  Jepeiids  on 
who  gets  the  net  subsidies  (that  is,  the  benefits  minus  the  costs)  In  cotnparlson 
with  who  we  think  ought  to  get  them. 

The  net  educational  subsidies  received  by  various  Income  grO)<PH  at  a  partieu^^^^^ 
iwlnt  In  time  is  a  function  of  the  following  determinants,  for  «ach  of  Which  sets 
of  public  policies  may  be  devised ! 

Oeteminmii  of  net  »uh»tdte»  PoUeydo'^ntn 

Educational  costs  u...-  fiducatlonat  policies  avid  resource  utlllsja' 

tlon  policies. 

Student  charges.   —  Tl^i^HSl*"^®^* 

Student  nsslstance-— —         Aid  policies. 

Enrollment  patterns  by  students.--  Admissions  polleies. 

By  Income— ————— —  Access  policies. 

By  type  of  institution—..—  Retention  Jjolieles. 
tttcome  distrtbution..-.-»— .— -  Income  policies. 
I'ax  wtes--.---  Taxpotfcles. 
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Proposals  to  raise  t\\\tlo%  even  when  combined  with  proposals  to  increase  stti- 
*  dent  aid,  focus  on  a  limited  subset  of  the 'possible  policy  alternatives  designed 
to  broaden  access  while  Improving  distributional  equity  The  particular  policy 
domain  on  which  tuition  analysts  focus  In  proposhig  change  Is  more  a  function 
of  their  values  and  of  their  assessments  of  the  political  feasibility  of  ttie  various 
alternatives  than  of  the  underlying  empirical  analysis. 

OonclueUm 

To  recapitulate  this  discussion  of  equity  and  efilcloncy  as  It  Is  related  to  the 
tuition  Issue: 

t  Those  who  contend  that  the  present  distribution  of  public  support  for  higher 
education  is  Inequitable  and  InefBclent  because  too  large  a  proportion  of  the  sub- 
sidy goes  to  mlddle*lncome  and  upper-lncome  students  rather  than  to  low*lncome 
students  fail  to  make  a  clear  distinction  between  the  educational  goal  of  providing 
educational  services  and  the  social  goal  of  assuring  eqttal  opportunity  to  bene* 
fit  from  those  services;  the  distribution  of  costs  and  beneflts  should  not  be 
evaluated  solely  against  the  latter  goal.  * 

2.  .Balslng  tuitions  and  channeling  the  ndded  revenues  Into  student  aid  Intro* 
ducQS  a  system  of  Income  redlstrlubtlon  that  operates  within  the  educational 
system  and  not  across  the  population  as  a  whole.  Raising  tuitions  Is  an  Inefficient 
an^  Inequitable  way  to  achieve  more  equal  Income  distribution. 

3.  Financing  education  through  public  mechanisms  for  Intorgeneratlonal  trans* 
fer  of  resources  may,  on  balance,  be  considerably  more  fair  and  efficient  than 
financing  through  private  me^imnlsms. 

4.  We  need  to  pay  more  attention  to  equity  as  It  applies  over  time  if  we  shift 
relatively  from  tax^based  to  loan^based  financing, 

5.  The  recommendations  of  the  proponents  of  Increase  tuition  for  achieving 
equal  opportunity  do  not  flow  directly  and  Inexorably  from  their  empirical 
analyses.  But  then  neither  do  those  of  the  low-tuition  advocates.  Both  positions 
are,  rather,  a  function  of  the  values  of  those  who  formulated  the  recommendalons. 

IMPnoVSJMlJNT  01*         EDDCATlONAt.  SVSTEM 

The  third  argument  for  Increased  tuitions  maintains  that  the  educational  sys- 
tern  would  be  Improved  d)  if  the  competitive  position  of  the  private  Institutions 
was  strengthened  by  reducing  the  tuition  gap  between  the  pttbllc  and  private 
sectors,  and  (2)  If  the  whole  system  were  made  more  responsive  throttgh  pricing 
mechanisms  where  the  student  as  consumers  express  their  preference  with  tttltlon 
payments  In  more  competitive  educational  markets.  loot's  look  at  the  line  of 
reasoning. 

Keductnff  the  tuUion  gap 

The  financial  plight  of  private  Institutions  Is  a  matter  of  very  real  concern. 
But  protmsals  to  help  private  institutions  by  increasing  tuitions  at  public  instl* 
tutions,  thus  reducing  the  tuition  gap,  focus  too  narrowly  on  competition  for 
enrollment  as  the  primary  source  of  their  distress. 

In  assessing  the  probable  effectiveness  of  the  higher  tuition  recommendations 
in  helping  the  private  schools,  we  might  want  to  consider  additional  facts  that 
relate  to  differences  between  the  public  and  the  private  educational  sectors  and 
that  Would  lead,  I  think,  to  the  conclusion  that  the  Issue  Is  far  more  complex 
than  simple  competition  for  enrollment. 

Pit»U  graduate  student  enrollments  are  proimrtioimtcly  half  again  higher  In 
private  than  In  public  universities.  About  80  i>ercent  of  alt  students  enrolled  in 
private  universities  are  graduate  students,  as  compared  with  about  20  percent 
in  public  universities.  Conseqtiently,  recent  cutbacks  In  federal  stJpport  of  research 
and  training  at  the  graduate  leVel  may  well  have  had  a  more  dire  effect  on  private 
Institutions  than  on  public  institutions  generally.  Balslng  tuitions  at  public  instl^ 
tutlons  as  a  restwnse  to  this  problem  may  be  as  likely  to  spread  distress  as  to 
spread  enrollment. 

A  second  consideration  Is  that  tuition  levels  are.  In  general,  directly  i»elated 
to  Institutional  sb.et  The  larger  the  school,  the  lower  the  tuition.  The«<e  dlfferen* 
tlals  may  be  cost-jusHfled.  Private  Institutions  tend  to  be  smaller  than  public 
institutions  i  and  In  many  cases  their  smatlness  Is  deliberate,  the  fulfillment  of 
traditionally  held  beliefs  about  the  educational  and  social  values  of  a  small 
college. 

If  small  sli^e  Is  a  worthwhile  educational  objective  from  the  point  of  view  of 
society,  then  that  objective  may  best  l^e  supimrted  directly  by  awarding  assistance 
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to  sraoU  Institutions  or  to  the  students  attending  small  Institutions  rather  than 
Indirectly  by  raising  tultlonn  at  the  larger,  public  Institutions.  ,      ,  ^ 

With  resiwot  to  competition  for  enrolUnent,  tt)ai»ket.  shares  depend  on  how  yott 
define  the  market ;  private  universities  have  held  their  share  of  university  enro  b 
ment,  and  private  four^year  Institutions  have  held  their  share  of  four^year  enroll' 
ment,  a  bit  more  successfully  than  either  has  held  Its  share  of  total  enrollment. 
What  has  happened  Is  that  the  private  institutions  have  not  imrtldpated  in  the 
rapid  growth  of  the  two-year  college  educational  market. 

Educational  "markets"  are  segmented  by  different  types  of  Institutions  and 
linked,  but  they  also  have  a  geographic  delimitation— they  are  not  national 
markets.  Except  for  a  few  prestige  Institutions  with  the  iwwer  to  draw  students 
from  all  over  the  country,  most  educational  markets  are  regional,  state,  or  even 

A  iiatlonal  policy  proposal  to  increase  tuitions  at  public  Institutions  In  order 
to  reduce  disadvantage  In  price  competition  facing  private  instltutons  does  not 
take  into  careful  consideration  the  federal  nature  of  higher  education  in  this 
country.  We  have.  In  fact,  fifty  different  state  situations.  Private  enrollments 
range  all  the  way  from  60  percent  of  all  enrollments  in  Massachusetts,  to  zero 
In  Wyoming  and  less  than  5  percent  in  four  other  states.  Further,  private  en* 
rollments  are  highly  concentrated  geographically.  Two  states— Now  York  and 
Massachusetta-^presently  account  for  one-fourth  of  all  private  enrollment ;  these 
two  states  and  four  others— Pennsylvania,  California,  Illinois,  and  Ohio— account 
for  one-half  of  all  private  enrollments.  From  a  national  standpoint,  it  does  not 
seem  reasonable  to  raise  tuitions  In  public  Institutions  in  Wyoming  to  help  private 
institutions  In  Massachusetts.  From  a  state  standpoint,  it  does  not  seem  reason* 
able  to  raise  tuitions  for,  say,  the  85  percent  of  the  students  enrolled  In  public 
Institutions  to  help  private  institutions  that  enroll  15  percent.  We  ought  to  be 
able  to  devise  more  carefully  honed  policy  Instruments. 

tmproiHnff  reBponBimwBB 

Judgments  about  how  responsive  Institutions  are  to  their  constituencies  often 
differ  Between  the  lncreased«tultlon  and  the  low-tultion  proponents.  IJhe  in- 
creased-tultion  proponents  more  frequently  characterlsse  institutions  are  relatively 
unresponisve.  They  seek  to  enhance  responsiveness  by  prldng  education  closer  to 
full  cost  and  relying  to  a  greater  extetit  on  market  mechanisms  to  permit  Students 
to  express  preferences.  ^  ^  ,  .  i.t.  i 

The  applicability  of  the  market  model  to  higher  education  is  a  subject  that 
requires  another  complete  paper.  Let  me  simply  observe  here  that  the  students  in 
whose  interests  this  plan  Is  supposedly  advanced,  and  who  have  the  keenest 
^  interest  In  the  quality  of  their  education,  are  among  the  most  vociferous  op* 
ponents  of  raising  tuitions.  They  may  be  knowlegeably  skeptical  about  assurances 
of  increased  student  aid,  or  they  may  feel  that  they  can  develop  better  ways  to 
express  thi>ir  educational  preferences  than  through  pricing. 

There  is  a  tendency  among  the  advocates  of  higher  tuition  to  compare  an 
Idealised  version  of  their  reform  proposals  against  a  more  realistic  appraisal  of 
the  existing  system  with  its  admitted  shortcomings.       ,     .  ,  u 

We  mtist  Work  ardently  to  improve  the  educational  system,  but  the  one  we  have 
is  basically  workable  i  and  along  some  dimensions  it  is  even  extraordinarily 
successful.  Ileal  losses  would  be  Inflicted  if  tuitions  were  raised  and  the  decision 
is  proved  to  be  wrong.  Therefore,  we  should  proceed  cautiously. 

Pfmndat  aid 

ItecalK  for  instance,  that  student  based  assistance  programs  were  proposed  as 
alternatives  to  institutionally  based  t)t*ograms  on  the  grounds  that  they  simplify 
the  awards  of  aid  and  make  them  more  equitable.  I  think  we  are  surprised  now  to 
discover  how  short  a  time  it  took  to  bureaucratlsse  BOOs  {  how  the  administrative 
regulations  are  accumulating  into  thick  volumes  i  how  the  certainty  of  the  awards 
is  becoming  the  InflexlhlUty  of  the  awards;  how  the  simplicity  of  the  award 
calculation  Is  becoming  the  inequity  of  the  irrebutable  presumption  that  the  ex^ 
pected  family  c^mtribuHon  will  In  fact  be  available  to  the  student.  Wejire  sur* 
priced  now  about  how  difficult  it  is  to  answer  questions  of  fairness  in  the  treat* 
inent  of  assets  and  in  the  definition  and  treatment  of  dependent  or  independent 
Htudents-Hiuestlons  which  amy  even  end  up  In  the  courts  In  constltutldnal  cases 
testing  equal  protection  arguments.  And  finally  we  may  be  surprised  at  how  a^ 
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program  devlsea  In  part  to  Uelp  tho  private  institutions— rhlch  awards  a  little 
more  but  not  really  enough  aid— amy  actually  be  hurting  them  as  well  as  hurting 
two-year  public  Institutions  while  helping  four-year  public  Institutions.  We  may 
be  surprised  by  the  possible  adverse  Impact  on  tuition  levels  at  public  InstUu- 
tlons—ln  states  where  they  must  raise  tuition  levels  as  the  only  way  to  capture 
federal  assistance  funds  awarded  on  a  formula  based  In  part  on  educational  cost 
And  we  may  even  be  surprised  to  discover  a  possible  shift  In  the  locus  of  post- 
secondary  educational  decisions  toward  the  federal  from  the  state  levels  of 
government, 

If  that  system  of  support  bad  been  the  one  we  started  with  some  years  back, 
I  could  well  Imagine  a  current  reform  movement  the  central  tenet  of  which 
would  be  that  low  tuition,  together  with  an  Income  policy  to  aid  low-Income 
students.  Is  a  simpler  and  more  equitable  system  for  financing  postsecondary 

Such  a  low-tultlon  financing  plan  might  even  be  advanced  as  much  more 
attractive  to  the  voters.  We  are  only  now  beginning  to  understand  some  of  the 
political  dimensions  of  the  tuition  debate.  For  the  purposes  of  developing  student 
financial  assistance  programs,  middle-Income  families  are  categorized  as  families 
who  do  not  need  financial  aid  to  send  their  children  to  college.  They  are  excluded 
from  programs  of  direct  financial  assistance  to  low-Income  families,  yet  they 
provide  the  taxes  to  support  the  assistance  programs.  Strong  opposition  Is  grow- 
ing to  expenditures  for  those  programs  which  they  support  through  their  taxes 
but  from  which  their  children  are  excluded,  Support  for  low  tuitions  may  be  a 
more  politically  viable  alternative.** 

Inoome'CQnttngent  lotm 

Similarly,  I  think  we  have  been  presented  so  far  with  an  IdeaUssed  version 
of  Income-contingent  loans  to  students  to  finance  postsecondary  education.  But 
there  are.  It  appears,  two  basic  real-World  problems  >vlth  them :  the  banks,  who 
are  the  lenders,  don*t  like  them ;  and  the  students,  who  are  the  borrowers,  don't 
like  them. 

Now  remember  that  the  lncome*contlngent  loan  Is  usually  offered  as  part  of 
a  program  to  permit  higher  tuition  costs  to  be  borne  by  the  student,  who  conse- 
quently carries  substantially  larger  amounts  of  debt.  To  reduce  the  burden  of 
annual  repayment  of  principal  and  Interest,  the  term  of  the  loan  Is  converted 
from  short-term  to  long-term.  Then^  to  mutuallae  and  reduce  the  risk  of  the  long- 
term  repayment,  the  repayment  Is  made  Income  contingent. 

But  the  banks,  which  currently  supply  by  far  the  largest  proportion  of  educa* 
tlonal  credit^  are  themselves  short-term  borrowers  and  short-term  lenders.  As 
Robert  Hartman  has  so  Insightfully  pointed  out,  extending  the  term  of  the  loan 
Is  not  just  a  matter  of  simple  detail ;  It  probably  Is  a  matter  of  finding  new  longer- 
term  sources  of  educational  credit.*^ 

As  to  students,  what  evidence  we  have  Indicates  that  students  vastly  prefer 
short-term  to  long-term  credit,  even  If  the  short-term  loans  carry  «  higher  Inter- 
est rate.  Students  may  not  be  altogether  Indifferent  to  the  fact  that  repayment 
of  a  loan  of,  say,  $10,000  at  8  percent  over  a  thirty-year  period  involves  a  total 
repayment  of  around  $2e,00(^$10,000  principal  and  $16,000  Interest.  And  who 
knows  If  the  discount  rates  economists  use  to  compare  the  present  values  of  the 
original  loan  and  the  subsequent  total  repayment  refiect  students*  real  time 
preferences  between  current  consumption  and  future  consumption. 

nils  Is  not  to  argue  that  new  ideas  cannot  be  made  to  work.  It  Is  rather  to 
argue  that  Improving  the  capital  market  for  Investment  In  education  is  more 
complicated  In  the  real  world  than  the  recent  analyses  would  lead  us  to  believe. 
The  student  imn  market  Is  not,  In  fact,  now  able  to  meet  much  of  the  pressing 
need  for  resources  for  postsecondary  educattoui*^ 


#Ju!l*I!l^*'i^iPt*i^V^»ilvP*J*ft^*»  Chftlrman,  Spedftl  Sui)cdmmlttee  on  BducatldtJ,  on  thd 
Houge  riooivz  oetober  I973i 

^l^^^S!l?^i.^M^!!^^S'  '^t^H?!**  student  support**  in  Pederal  Polldv  Alt^rn^iav^s  (To* 
mta  Graduate  Education,  Washington  \  NatSdnal  Board  of  Graduate  Edutiation,  Mar<sh 

lv74« 

i.ulll]!2J't''t  J""  InfttJuctlve  to  objewe,  tot  InHteHce,  that  goitiK  from  short-term  \om  to 
1.9."ii"'PJ9.'^^.«  ^»«#"  "  W^'OS  n'«t  tiMomlttB  flvdilflbie  io  lowJuo-ime  home" 
te'A'-i^f^tWV?  yeftrs-HTifpm  the  1034  erent  on  of  the  federal  y  immA 
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The  analysis  of  Income-contingent  lending  has  taken  place  so  far  ^jthto 
education  sector.  We  might  want  to  look  at  its  dynamic  interact^^^^  S?«  ifn! 
sectors.  What  happens,  for  instance,  when  a  young  man  with  a  Ph.  D.  and  ajpio,. 
000  educational  debt  marries  a  young  woman  with  a  Ph.  D.  and  a  PjOW  educ^ 
tional  debt?  What  kind  of  reception  will  they  get  from  the  inortgage  credit  ana- 
lyst  when  they  go  out  to  buy  a  house  and  put  down  on  the  loan  application  that 
they  already  have  an  overhang  of  $20,000  debt?  The  impact  on  homebuying  is 
not  likely  to  be  Irrelevant  or  Inconsequential.   ^      ^  „  .  ^^^^ 

ilf  we  really  shift  to  debt-flnanced  postsecondary  education,  we  must  pay  more 
attention  to  questions  about  how  requirements  to  borrow— which  may  fall  mspro^ 
porttonately  on  students  from  mlddle-lncome  f amlll?s-~.would  affect  the  jelatlve 
distribution  of  Income  and  assets  of  those  students,  In  comparison  with  the  cur- 
rent situation  of  subsidized  low^ncorae  students  or  parentally  financed  upper- 

*"ln*maWng"^^^  comparison,  we  might  want  to  take  a  look  at  the  tax  strux5ture 
to  ascertain  whether  Investment  In  people  would  t  o  treated  fairly  In  relation- 
ship to  investment  In  capital  goods.  We  might  find,  for  instance,  lower  capital 
gains  treatment  of  some  returns  from  Investment  In  physical  capital  and  a 
higher  Income  tax  treatment  oif  all  returns  from  Investment  In  education.  And 
we  might  find  that  the  expenses  of  creating  the  asset  are  deducted  from  the 
Income  from  physical  capital  but  not  from  that  of  educational  capital !  or  that  the 
value  of  physical  capital  Is  recoverable  In  depreciation  allowances,  but  that  the 
value  of  educational  capital  Is  not. 

SUMMA&V 

In  summary,  I  would  argue  that;  The  case  for  increming  tuiHon  teste  on 
analyses  of  the  causes  of  and  the  solutions  to  financial  distress  in  postsecondary 
education  which  are  too  narrow  in  perspective  t  Idealized  rather  than  realistic 
versions  of  the  changes  that  implementing  their  proposals  would  tor  ng  about} 
and  Incomplete  analyses  of  the  Issues  with  respect  to  equity  in  the  tuition  debate. 

Consider,  for  a  moment,  the  bizarre  Implications  for  social  justice  when  the 
educational  system  Is  used  as  a  system  for  redistributing  Income  and  college 
admissions  ofllcers,  together  with  financial  aid  ofilcers.  functions  as  nrblters  among 
families  as  to  who  is  taxed  and  who  Is  subsidized.  The  problem  Is  that  we  already 
have  a  system  that  works  that  way.  But  decisions  about  the  proper  distribu- 
tion of  Income  belong  In  the  public  domain  and  not  within  the  education  system. 
Reform  lies  not  In  the  direction  of  Increasing  these  effects  by  Increasing  tuitions 
and  redistributing  the  added  revenue  as  student  assistance  but  rather  In  reduc- 
Ing  these  effects. 

the  case  for  less.than-full*cost  tuition  rests  on  recognition  of  the  social  bene- 
fits of  postsecnmlary  education !  and  finally         ^  ....  .... 

The  case  for  low*tultlon  rests  orit  Preference  for  public  rather  than  private 
mechanisms  for  spreading  the  costs  of  education  over  time !  skepticism  about 
the  basic  superiority  of  increased  use  of  loan-financing  over  tax-financing  for 
postsecondarv  education;  conviction  that  the  educational  system  should  not 
be  Used  as  the  vehicle  for  Income  redistribution  j  and  belief  that  greater  and 
more  equal  educational  opportunity  can  be  secured  through  low  tuitions  rather 
than  through  high  tuitions  offset  with  student  assistance  to  low-Income  students. 

The  recommendations  to  Increase  tuitions  at  public  institutions,  conceived 
and  carried  out  with  a  mentality  of  retrenchment,  may  be  untimely.  They  are 
certainly  self-limiting  and  self-fulfilllng.  Increased-tultlon  prttponents  have 
defined  the  tuition  Issue  In  terms  of  reallocating  a  relatively  fixed  share  of 
national  resources.  ^      ^  .      ^    ^        ,  •    ,  *     •  x 

The  tuition  Issue  should  be  redefined  In  order  to  consider  In  broad  terms  the 
place  of  postsecondary  education  among  national  priorities. 
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TABU  l-CURRENT  FUNOS  REVENUES  AND  EXPENDITURES  OF  INSTITUTIONS  OF  HIGHER  EDUCATION,  FISCAL 

YEARS  1947-48  TO  t97l-72 
llnttiousands  of  dollars] 


Year 


Revenues  Expenditures 


t947^   2, 037;  770  1,894,464 

1949-SO   2,390,079  2  259  941 

1951-52   2,579,364  2,486,229 

1953-54    2  966  264  2  902  466 

1955-56    3  628  773  3  524  744 

1957-58   4,675,513  4  543  562 

1959-60    5,812,759  5,627,962 

1961*02    7,466,461  7.190,077 


Year 


Revenues  Expenditures 


1963-64   9,591,330 

1965-66   12,796,207 

1966^7   14,632,857 

1967-  68   16,910,420 

1968-  69   18,974,320 

1969- 70   21,638  590 

1970-  71   24  036,888 

197M2    26,279  528 


9,224,988 
12  569  943 
14,301  90S 
16,565,909 
18  578,772 
21  161  677 
23,504,533 
25  488,402 


^  Sources:  U.S,  Office  of  Education,  ''Higher  Education  Finances,  Selected  Trend  and  Summary  Data  "(Washington:  U.S. 
Government  printing  Office),  1968,  p.  3il).S.  Office  of  Education. 'financial  Statistics  of  Institutions  of  Higher  Educations 


SSU'^Sl^""?!  13;  1967-68:  p.  »; 

1968«69:  p,  IS;  1969-70:  p.  12  and  National  Center  for  Educational  Statistics,  preliminary  data,  1973. 


TABU  2 

CURRENT  FUND  REVENUES  OF  INSTITUTIONS  OF  HIGHER  EDUCATION  BY  CONTROL  OF  INSTITUTION,  FISCAL  YEARS 

1961-62  TO  1972-73 

(In  Thousands  Of  dollars). 


Year 


Public 
Institutions 


Private 
itutior 


Institutions 


All 

institutions 


961-62   4,U7,426 

963^4   5  368  679 

965-66   7  397  672 

965-67   8,622,426 

1967-  fift  •   10  412,055 

1968-  69  :   \im\m 

}969-70   13,870  962 

1970-71*   15  644  733 

197  W2   17  211  026 

1972-73   18,933,835 


3,319,035 
4,222  651 
5i  398  534 
6,010  431 
6.498  365 
7^22,782 
7,767,628 
8,376  641 
9  189  889 
9,861, 137 


7,466,461 
9  591  330 
12  796  207 
14  632  857 
16,910.420 

2l!638!iiS 
24.021,374 
26  400,915 
28,854,972 
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CURREMT  WM08  BKVKHVBS  AND  ttCPRHDXTCWW  Of  IHSTXifUnOMS  Of  WXCm  BDCCAtlO» 
•      i;  H15T0BICAI.  TRENDS 


6outc66i  U.S.  Offlci  o£  fidUft«tiott>  Itifthcr  Education  HnAtiUu,  UUtt^JitttiA  And 
Sutttf^ry  DrttA  (Wwhlttstonj  UiS.  GovirftftwHt  Print Ittg  Oi£iee}  i  1968»  p.     UiSi  Olliet 

fuMdt^MVMUfcft  Artd  g>{Mndltufoi  i963*',6$i  t^^i  74I2  And  foUowlflft  y6Atlt  1966**67« 
^1  13t  1967^681  Pi  lit  1968^69}   pTTsT  I969^70i  p.  12  Aftd  MAtiOnAl  Ctnitt  tct 
CdueAtionAl  &tAtl«tieA»  t)t6lifuind)fy  dAtAt  19lf3i  ' 


ERLC 


154 


BEST  COPY  AVAIUBLE 


gublie  Ingtitutiona 


4tMI  41*50  iUit  iUU  iUH  Mt    ii*U  4).  44  4t4l  tUtt  H«U 

Seuifccot  U.S.  Office  of  tduentlon,  )iijllv^Jt.Ml<LrtMo"  JL^^wnceiu  tfemt  nml 

ana  /lOt  15.8.  orfUo  of  Kitucrttlbn,  iyrtjlii/:l/lt.,At.rtti,rttJ        Tttfttltut'eiH  IKntier 

yedfrtt  1966-071  p.  131  mi-m  p.  aj  is6fiV6VM  ^If^TTsj  p.  12i  end 

HAtloAdl  Cout«i'  for  Dtuftdtiondl  Stdtlotlcot  proliMitiuty  ddtAi 


ERIC 
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BEST  COPY  AVAIUlBl£ 


ixm»t  mos  mmu  m  mnmvsm  of  xHsnmxoHs  op  uzomR  educatioh 

PrlVKtt  Inatitutieni^ 


4MV4n»  llAt  U^U  »V)!  il.td  Mi    4J»M  4M4  «4l  4f 


l*.»»M*f* 


flouyefiot  U.S.  Office  Wucrtttoni 
imii'  Vi&t  U7s7  Office  of  £dutrttlcn»  J^M"A^A^\  -^"f^.M ^"^^^".^  .<^.^^l^*i^?.'^- 

Kdtionai  Cottter  ttt  U\itttitfi«i  dtdtidtieui  t^tMinii^ai^y  1^73. 


156 

OURRENT  FUND  CXPENOITURES  OF  INSTITUTIONS  OF  HIGHER  EOUOATION  BY  CONTROL  OF  INSTITUTION,  FISCAL 

YEARS  1961*62.  TO  1972-73 

  3,967,556      3,222,521  7,190,077 

963^   5  114,494      4  110  494       9  224.988 

1965^..   7,114  703      4  455  240      12  569  943 


{M-  •   ME  i'f^S'ilfi 

1967<^  ,  ,   10, 102, 844      6, 463, 065      16, 565, 905 


05 

155H^-—-----^  ii|5i2;83i    7;66S;94i  m7B\m 

1969- 70   13,349  667      7  812  010      21  161  677 

1970-  71   15  112  477      8  402  748      23  515  225 

1971-  72  ,   16,608,073      9,110,461  25,718,535 

1972-  73.   18,329,379      9  764  936      28,094  315 


157       BEST  COPY  AVAILABLE 

SWDKHT  TUmOM  AHD  mS 


8outcW«  U.S.  (^tii-(^  tt  tducdtlbn.  »i|>h6t  fedueattoft  rinflnecgj   SaUeUd  Tt^^^  nnd. 
SuttaAjfyJ)at4  (Wwhlnetottt  U.S.  Covern««nt  rrlutiiift  of£leo»  196R),  pp.  3^  8-9,  3B|  * 
5b J  OHOI^a  Finnneial  Statioti<>.tt  og.trtfttUutidrta  of  WUhot  Mucdtiorti  Current  fundgj 
l^verttycft  dnT  Exp^^^^^^  p.  10  and  annual  isauaas  Matlonal  Center  for 

Educational'  statintiea »  preilMinaty  data  provldad  by  J(r.  Caorga  titid  (24S**796l>* 


h*t  i'*^ 

ERIC 
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TABU  3,--PERCENTA0S  OF  TUITION  AND  FEES  IN  EDUCATIONAL  AND  QENERAt  CURRENT  FUNDS  REVENUES 

FISCAL  VEARS  1947-48  TO  1971-72 
lln  thousands  of  doKars}" 


Year 


Educational 
and  general 
current  funds  < 
revenues 


TuJUoo  and  fees 


Amount  Percent 


94M8   1.546,814 

1949-50   I  846  825 

951-52   2  035  401 

IMMJ   2,356,506 

1955-564 »   2  881  759 

1957-58   3  762  532 

1959-60   4,712,548 

1961-62    6  072  219 


306,632 
395,855 
448  395 
554, 179 
725,926 
939,111 
1, 161,753 
1,505,329' 


19.8 
21.4 
22.0 
23.5 
25.2 
25.0 
24.7 
24.8 


Year 


Educatlona 
andflenerai 
currentfunds  • 
fovettues 


Tuitt^an  and  fees 
Amount  Percent 


gfHi   7,830,033  1,899,455  24.3 

IgfHS   10,340,164  2  679  605  25.9 

SfZig   13.919,754  3  393  602      .  24  4 

1968-69   14,417,303  3  829  824  26  6 

969-70   16  486  177  4  419  845  26  8 

i8'?92.SJZ  5021211  27.3 

1971-72   20,198,992  5  594  095  27.7 


^  Scurcesj  U.S.  Office  of  Education,  "Higher 
government  Printing  Office)  1968.  p.  3;  ^ 


'^I'l^j"""?!?/^"*^^*.!??'^^^*^!*  Jf®"^  ¥^  Summary  Data!'  (Washlnjtoni 
;l  ?2l^^PlS*^'^?^^^^^^  0/  Institutions  of  HiAer  Wucai 


,  lU.S. 
ducatipn! 


TABU  4.-PERCENTAQE  OF  TUITION  AND  FEES  IN  EDUCATIONAL  AND  GENERAL  CURRENT  FUND  REVENUES  BY 

COMTROL  OF  INSTITUTION 
(Dollar  amounts  In  thousands) 


All  Institutions 


Public  Institutions 


Private  Institutions 


Education  •  Education  Education 

and  genera  Tuition  and  fees  and  general  Tuition  and  fees  and  general    Tuition  and  fees 

currenj  — i     current    current  — — — 

fund  ^     ^  Per.       fund             Per-       fund  Pet- 
revenues  Amount  cent    revenues     Amount  cent    revenues     Amount  cent 


Fiscal  year' 


96U2   $6,072,219 

1963*64   7,830,033 

1965-  66   10,340,164 

1966-  67   11  985  716 

967-68....   13  919  754 

1968-69   14  417  303 

h69*70   16,593,582 

1970-71   18  517  216 

.1971-72   201344,258 


$1,505,329 
1,899.455 
2,679,605 
2,982,469 
3,393,602 
3,829^824 
4,438,486  . 
5  042  978  27.3 
5,624,  172  27.6 


24.8 
24.3 
25.9 
24.9 
24.4 
26.6 
26.7 


$3, 3^1 772 
4. 396,869 
6,047  297 
7,  133,946 
8. 706,993 
9, 318  635 
11,024.817 
12,447,232 
13  728  705 


$429,731 
582,865 
854.458 
.  977' 419 
1»  209, 328 
1,399  013 
1,740,833 
038, 899 
2,341,023 


12.6 
13.3 
14.1 
13.7 
13.9 
15.0 
15.8 
16.4 
17.1 


^2,675,447 
3,433, 164 
4,292, 867 
4  851,770 
5,212, 762 
5,098, 667 
5,568  765 
6,069,984 
6  615,533 


$1,075,598 
1  316  589 
1,825,147 
1,985  OSO 
2, 184  274 
2,430  811 
2,697  653 
3,004,079 
3;282  148 


40.2 
38.3 
42.5 
40.9 
14.9 
47.7 
48.4 
49.5 
49.6 


T.§SHI^!^L^'^'  Oepartment  of  Hea  th,  Education,  and  Welfare,  Office  of  Education,  ''Higher  Education  Finances:  Selected 
ll!^iiLi^i^nH^  Data;  (Washijjgton I  U.S.  Government  Printing  Office,  1968)  pp.  5, 8-9, 38. 40;  DHEW?"FlnH 
%^»IW,Cuffefi  Funds,  Revenues  and  Expenditufes/l9^5.66,  p.  "0  and  annua 
issues;  National  center  for  Educatiortal  Statistics,  preliminary  data  provided    George  i\t\i  (245-796  ). 


BEST  COPY  AVAIUBLE 


ERIC 
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6E8T  COPY  AVAILABLE 


voiwmv  SUPPORT  OP  m\m  eoucatiom 

  ^  TOTAL 


4»44         Mi  iUU  l$.jr il4r7iuj"***M4  lUA         iMd  )MI 
^ifiCtil  Vcdt 

Kt^fcni  tubllc/prlvrttti  flupjiftft  toUii«  dpi^ly*6h)y  to  fout-ytrtv  ItwtitutJortft* 
fiouvcM  .Ai.iotlttmi.C0Urteli  oil  Mucrtt{on»  Micy  AnnlyHlfi  StrvioA,  b^sod  ou  Council 

Pl»i  5t)*59  and  tmmi  imm*  i  /t 


161 


SUSIHBSS  CORPORATIONS 


fiEST  copy  AVAIUBLE 


Soutect  Att^ictttt  Ccunftil  on  Muedtlon,  Policy  Atialyflld  S«tvl«o»  bftflfld  on  Ooutjfiil 
irtiVfirSi^fciU  1152^61  m  Vojfki  CouWOo  Vlndnciftl  AW  to  Eaucation,  1964), 


ERLC 


162      BEST  copy  AVAIUBLE 


OEMSRAt  Whtm  rOUNDATIOMS 


IMI  tM>  iMi  M.U    i|.tt  11^  (Ml    tut  ttUt  lt!«i't|!t«    tl'.ti  ti'.tt 

Vlneal  Year 

Mowf  Publle/(.ilviU  8upr«t  totolH  apply  e.ily  to  fcut.ycit  Instltutlciw. 


ERIC 
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BEST  copy  mmi£ 


PP*  it**y)      Annual  io&uod« 


0*  I'iV 


164 

HON-AMWNI  INDlVmAW 


BEST  copy  umimJE 


»  id  iUit    |)'44  iUi  1)44  tU^I  JMl 


Kofccf  rubUj/pt^lvafci  flupfdrt  tbtMa  d-ply  wnly  fcc  tmt^Ym  institutions. 


165        BEST  COPY  AVAILABLE 


mtoxous  DSMoimuzsttis 


fuai  Hut 

XdMi  Mile/ptivati  suiiiKirt  totAlA  ipply  only  to  UMt^i^t  IftititutloftAt 

icMitti  mtittt^  routttii  on  ^duedtloni  Volley  AniiyiU  8#irvU*4  hmA  on  Cmtii 
for  yioAftelAi  A4it  to  ea«eAtloni  yoixntftt y.  mmt  fit  MotieaU.  ■Cotl#f.gfl.,inA  ' 
tlnivcy<lt{<^O06^*6S  (S'ow  Votkt  coundil  for  rtna&eui  Aid  to  Educitloni  1964)  i 

OSAfiT  11 


166 


TABU  6.--V0LUNTARY  SUPPORT  OF  HIGHER  EOUOATtON  BY  SOURCE 
(In  thousands  of  dollars) 


Year 


Total  Alumni 


.  ,  Qoneral  Business 
Nonalumni  welfare  corpora* 
Individuals  foundations  tlons 


  Nonalumni 

denomi*  nonohuren 
nations  groups 


Other 
sources 


1954-SS   289,542 

1956-57   738,118 

1958-59   626,584 

1960-61   802,986 

1962-«3   911,363 

J964-65   1,244  815 

1965-  ^   1,229,794 

1966-  67.^   1,269,968 

1967-  68   1,371,557 

1968-  69   1,460.878 

1969-  70..,,...  1,472,309 

1970-  71   1,503,837 

1971-  72   1,646,607 


$220,907  197,179  212.720  146.688  80,289  38,093  15,487 

248. 401  309, 692  357, 601  173, 986  90, 115  45, 326  19, 694 

265,558  299,945  304,107  195,705  92,575  59,086  12,818 

277,746  319,918  289,532  213,194  91,536  59,948  18,094 

307,477  349,459  320.982  213.787  102,014  60,750  17,089 

352, 652  366, 146  352, 321  220, 569  81, 275  65, 690  22, 226 

314.348  365,547  359,316  222,416  83,358  99,194  28,130 

372,962  390,266  341,079  210,949  84,827  77,924  25,830 

392, 460  401, 397  426, 596  223, 183  81, 825  91, 086  30, 060 


,  Source:  Council  for  Financial  Aid  to  Educatlort  "Voluntary  Support  of  Eiluiotlon  1971-72"  ^N*^-"  York:  Council  for  FInan* 
clat  Aid  to  Education),  1973,  pp.  65*67. 

TABLE  7.-V0LUNTARY  SUPPORT  OF  HIGHER  EOUOATION  BY  SOURCE  AND  CONTROL  OF  4-YEAR 

INSTITUTIONS 

tin  thousands  of  dollars) 

PUBLIC  INSTITUTIONS 


Year 


Total 


Alumni 


General  Business 
Nonalumni  welfare  corpora* 
individuals  foundations  tlons 


Religious  . 
denomina*  Other  groups 
-   tlons  and  sources 


!962«63   144,824  26,310 

964-65.    195.286  31  421 

1965-  66    242,892  46,962 

1966-  67   243,765  45,394 

1967-  68......   241,580  37,912 

1968*69   269,555  43  471 

.1969-70   291  701  42,300 

1970-  71   325,649  63,564 

1971-  72    356,253  56,642 


18.999 
30,636 
39,972 
43  191 
44,810 
42,968 
55,486 


68, 


34,010 
57,110 
63.693 
61,762 
65  909 
77  334 
80.291 
77,252 
99,534 


41,855 
50,295 
60.803 
57  024 
55,990 
62,342 
63.677 
67»930 
67,816 


84 
384 

¥d 

494' 
302 
355 
285 
269 


23,S66 
25.440 
30.928 
35.596 
36.465 
43, 138 


57^ 

63;  I 


31 


PRIVATE  INSTITUTIONS 


1962-63.....   749.869 

196445   1,031.728 

1965-  66   966  416 

1966-  67   1,007,459 

1967-  ^   1,110,553 

1968-  69..   1,170  360 

1969-  70   1,154;  735 

197H1   1,155,959 

197W2...*   1,267,337 


192,258 
215  442 
216,483 
229,556 
267.645 
306.298 
269,891 
307,285 
332,853 


173,666 
274,460 
254,887 
271  117 
297,170 
316,160 
295,408 
323,368 
325,223 


176,373 
297,289 
238,367 
225,203 
252, 192 
272,666 
277,415 
259,326 
322,764 


103,19 

122,112 

132,675 

154  543 

155,716 

156,052 

157,023 

141,569 

153,504 


83,509 
84.026 
85,693 
97,239 
76,761 
78,342 
79,667 
78  024 


29,209 
38,916 
39,977 
41  400 
40  590 
42,421 
76,655 
44  743 
54,971 


Soureo:  Amaricaii  Counci  on  Education,  Policy  Analysis  Service,  based  on  Council  for  Financial  Aid  to  Education,  "Vo)« 

^nrf  Universities  1962**1963"  (Now  York:  Council  for  Financial  Aid  to  Education, 

1964),  p«  58^59  and  annual  issues. 


ERLC 
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HmX  tut 


louteat  AMrkitt  dtmii  on  fi<iuutiett»  Policy  AnAiytis  dttvici  UBtd  m  t}.6«  Ottiu 
ct  eduettidn*  ttifthcy  education,  yitiAtitast^  g^ilietcd.  trlnd .  atid  Sutta^yy  pAti  (WiahiftgtoftI 
OiBi  GdvatftiMne  Printing  otfieti  i968>,  p|i«  3«6|  37«41t  UiS«  office  of  Kdueieion« 
yininciol  Statittiea  of  tnttitutionr  of  Hiahat  EdueAtiont  ..Cmfrant  yunds>  ftivinuii 
and  EHpenditurtat  1965*66.  (Waahingtont  U.S^  Covarnttent  Printing  0ffic€|  1969) i  pi  10 
and  annual  iaauea)  MAtionai  (Santar  far  fidueationai  statiatiaAi  praiinlnaty  data 
yrovidad  by  Hr«  Oaorga  Lind  (245**796i)i 

OBA&T  12 


^  '  ■  C*» 

ERIC 
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TABU  R-ENOOWMENT  INCOME  OF  HiQHER  EDUCATION  BY  CONTROL  OF  INSTITUTIONS, 
FISCAL  YEARS  t947-*48  TO  1971*72 
lOollar  amounts  In  thousands) 


Year 


All  Institutions 


Amount 


134748   $86,708 

194W0   16  370 

1951-52..:.::..:: ::::  miv 

1953-54,   127  553 

1955-.56   145,040 

1957-58.   181,638 

IgSWg-   206,666 

1961-62   232  341 

1963-64   266  213 

1965^  :.::.::::  lie  292 

}966-67   328  116 

1967-  68   364  046 

1968-  69   413  334 

1969-  70,'.*.,   447.329 

1970- 71  :..:.  470  r08 

1971- 72....,   480,920 


Percent 


PuMlo  institutions 


Private  institutions 


Amount 


Percent 


Amount 


Percent 


iSS  Hl^^l  $209,700  90.3 

00  27,443  10.3  ^238  770  89.7 

100  29,949  9.5  286,344  90.5 

100  31,245  9.5  296  871  90,5 

100  35,842  9.8  328.205  90.2 

00  48,513  1.7  364,822  88.3 

§&9Si  390,244  87.2 

iSS  415  214  88.2 

100  55,235  11.5  425  685  88.5 


[ducatlon 
i.  37-41; 
Expend!* 
for  Edu« 


169       BEST  COPY  AVMIABLE 


im  mh  1965  1966  1967  1968  1969  1970  1971  1972 

ViietlYut 

8outti«si  tl«feloo«l  deUnee  foundAfcioo*  ycdaral  Qmttt  tt  Ufliv^r<iti«>  CoU<ft€»i,iflj, 
aiUfiUd  HottproHt  ttifttitutidMt  na&fll  Ycay  X971  (Waahiflfttont  U«S«  covrttttctic 
Vk'lnting  Of f iee»  1972)7  h*  46«  67*68  and  ptaliftioaty  data* 

CHAttT  18 


6  J 


170       BEST  COPY  AVAriflBlE 


m  m  m$  i966  m  wo  im  im 


ERIC 


4  < 


HMi  tut  * 

ftouteut  Httio&ai  tcitfiU  i^dutid«tioQ«  »6d6r<l  SuMoyfc  td  UttivtyiitKi.  Colltait*  And 
HAl*».tiJ  Monarofit  toflCitutiftna*  H^tAl  Vm  197,1  (Wathittfttont  U.S.  Govttnttint 


CHAAT  .16 


ERIC 


BEST  COPY  AVAIUBLE 


HONSCXEHCK  ACXIVXtlBS 


XHi  1964  1965  1966  1967  1966  1969  1970  1971  1972 

nm^ui  Mitiottil  fifil«tte«  rouaditioti.  mtt^i  tMpptut  ^p  MmBitiu.  CciUtLU.  itiA 
Klntiiig  o«i«;  imy;  pp*  46/67-68  ittS  pifiiaSTiUty  diU. 


OHAnx  16 


173 


BEST  COW  AMIUIBIf 


tR8BAKC»  m  DKVaOPKKHT 


IMS  im^ms  1966  iw  i«0  «n  m 

t«ur6ftit  ItAtiotiil  mmt  ^oundtfcldfi.  yidty^t  Suctiort  td  ttftiv^giieio*  Cdlli<d».  in4 

OHAHlSi? 


ERLC 


174     BEST  COPY  flV/IIUBlE 


0UA9,f  18 


^3 'Jo 
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TABLE  9.*-FE0ERAL  OBLIGATIONS  FOR  HIGHER  EDUCATION,  FISCAL  YEARS  1963-72 

|ln  millions  of  dollars) 

Research 

.  .       Research    .  .    and         Other  ^,  , 

Academic  ,   .    and  developrnent       science  Nonsclince 

YiCar                   Total       science  development         plant      activities  activities 

1963.„                         1,413.0        1,328.5          829.5          105.9          393»l  84.5 

964    .  ...  .                   I  625.0        I  528.6        ^  9/5.6           00.8          452.2  96,4 

.965  :                   .2  305,5        1,816.2         ,095.0          126.2          595.0  489.3 

.966m.I  -       3  010.0        2  163.5        1,252.1           U4.8          796.6  846.4 

.967,                           3  3U.I        2,323.8        1, 301. 2          Ul.3          9U.2  987.3 

i968Ml,,,^  :       3  379,7        2,349.8         ,  398.3           96.1           855.4  1,029.9 

1969,  I  .  .  ...    .        3  453.3        2  361,4        I  474.7           54.5        '  832.2  ,091,9 

970.  .     ...       3  226,7        2  187.6        1  446.6           44.8          696.2  .  039.2 

971.  ........  ...       3  480.2        2,335.8        1  544.1           29.9          761.8  ,144.3 

.972./.....//,!./...          4,130.6        2,599.0        1,853.0           36.9          709.1  1,531.6 

Sources;  National  Science  Foundation,  ^'Federal  Support  to  Universities,  Colleges,  and  Selected  Nonprofit  I  nstltutlons, 
Fiscal  Year  1971''  (Washington!  U.S.  Government  Printing  Office)  1972,  p.  46  ancri972  preliminary  data. 

TABLE  ta*^FEOERAl  OBLIGATIONS  FOR  HIGHER  EOUCATION  BY  CONTROLOF  INSTITUTION,  FISCAL  YEARS  197H^ 

tOollar  amounts  in  milllonsi 

Fiscal  year  1971  Fiscal  year  1972 


Amount       Percent       Amount  Percent 


A  Institutlonsj  .^^  ^  .  .  ^ 

TotaL...,   $3,480.2  100.0  $H?2'§  122'2 

Academic  science   2,335.?  100.0  2,599.0  100.0 

Research  and  developmeftt..   1,544,1  mo  1,853.0  lOO.o 

Research  and  development  plant   29. 9  00. 0  36.  ?  100,  o 

Other  science  activities   ,  761,8  00.0  709.1  100.0 

Nonsclence  activities   J,144.3  100.0  1,531.6  100.0 

Pub  ic  institutions:  « i„  ^  -  ^  am  a  en  9 

Total.4.,.   2,105.6^  60.8  2,487.4  §0.2 

Aclftemic  science....:   1  415.5  60.6  1,518.0  58.4 

Research  and  development..,..   886.4  57.4  1,033.6  55,8 

Research  and  development  plant.   20.5  68.6  A^A       '  III 

Other  science  activities....   508,6  68.8  464.8  65.5 

Nonscience  activities   690,1  60.3  969.3  63.3 

Private  institutions:  .     „  .  <  uio  o  ^ 

TotaL.-i..  4. 4.4. 4.... 4  *  1,374.6  39,S  hw*2  .  39.8 

AcademirscieM^^   !   920.4  39.4  1,081,0  41.6 

Research  and  development.....—   657,7  42.6  819.4  44.2 

Research  and  deve  opmentplanL...   ^,9.4  31.4  17.3  46.9 

Other  science  activities......   '253,2  33.2  244.3  34,5 

Nonscience  activities   454,2  39.7  662,3  36.7 

t  Irederal  obligations  are  not  available  by  control  of  Institution  prior  to  fiscal  year  1971, 
sources:  National  Science  roundallon,  '^Federal  Supwrt  lo'Uniyerslties,  ColleMSi  and  Seie£^^^^^^  Institutions, 
.  Fiscal  year  1971"  (Washington:  U.S.  Govornment  Printing  Office)  1972,  pp.  46, 67-68  and  preliminary  datai 
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.1967   196ft  1969  19jfO  1971 
HHt  o<  £nroUmeAt 

iieurceif  «nroUMnt"(Uu«*  tmiU6  by  th«  HXiti  Artdlysli  Sfttvice     th«  AwfUin 
,    Couneil  on  ilduedfeion  ttov\  mud  Si4t««  O^fiee  e(  £ducdtldn  mtui  ineluaing 
J    CpininitAll  K»roltwotit.  ln  HUitct  Educdttcft  (WdShlngtotu  UtS*  OovctrtfWrtt  PHnttttg 

;    Uoftt.  Prtft  A  *  $iiq'*>!fy_0_t<efl,  196{J,      6»  f.UI  KMrnUffi^nt  irt  Hi tftior  Educate igai 

SuppiVftuntWty  InfofiMti^^  Dritd.t  l9&9i  Pi  I'tt  Fa bnruUc'pnt  in  lUShftt 

^    li^ucatien,  8ui??lowtfMafy.,|nfp.fMt ton.  SuM^y .tt^Mi  1970»  tf,  13;  mi^EnfdUficflt 
*   in  H i«ho r  E'jM*B'?«r>"i^'^^^^^^^^  'p'»"  T  *nd  Pte uwitiaty  djitf  <Oecettb«ifi  l9;a)»  ^ 

OHAftT  22 
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Alt  IHSTlTUtWHS 


Hut  0l  CttrolitMnt 

U^m%\  rnrollMnt  n&urti  tmiUi  by  th6  ol^iet     mtm)\  of  thi  AMriein  CounVll  eti  ' 
^^f^^^  ^"^^^^  «^  Wucatldft  ioufe«ft  in^iudihg  OMrtine  mi  fenfollpj*nfe 
KMi^A^f  gdueAtl6ti.^UA<hlnftt(itit  U.S.  Cdvetftifint  ttiMt\%  Ofae«)/i967|  ppV  8^10  ind 

'  in  KiPh^f  KdueatiBH^,  ^^iippt^f'VntAtv  inVdfiiAeiorit  SuiffiafvDdtj!  I96dl 

I        ^P*         optfrtinc  rail  ifttouaunt  m  iHfthet  Eduedciofti  PrtiioihAty  dd'cA  (Oeecabcri 
i!l^'.?'*Pu^""**<»"  ^<  ^^^^^tt  0^  fiduditioft,  lll^hdt  KdudAtidft  Survm  atioch. 

>f4fubUditl6ft  diu  it  (tuotdd  by  Kr.  Odotfic  Vddi»  EduddtibAdi  Ptdctta  fipidUllit  <96M3oi). 
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TABLE  W.-ENROllMENT  AT  INSTITUTIONS  OF  HIGHER  EDUCATION  BY  CONTROL  OF  INSTITUTION,  ALL 

STUDENTS,  1967-73 


Total 

rUDIIC 

Numbor 

Percent 

Number 

Percent 

Number 

Percent 

T 

6.963,687 

100 

4.850,330 

70 

2.113.357 

'  30 

2,619,097 
2  826.511 
1,518.079 

100 
100 
100 

1.903.365 
1  572.295 
1,374, 670 

73 

.  56 

715.732 
1,254,216 

9 

.  1068 

'7,571,636 

100 

5,469.472 

72 

2.102,164 

28 

2.787,682 
21987,528 

100 
100 
100 

2,083,628 
1,738,180 

\  CAT  CCA 

1,047,664 

75 
58 

704.054 
1,249.348 

25 
42 
§ 

^1969 

...  8.066,233 

100 

5.939.513 

74 

2,126.720 

26 

,  ,  2,940.691 
3,144,392 

100 
100 
100 

2,233,766 
1  857  837 
1,847, 910 

76 
59 

09 

70S;92S 
1.286.555 

idd.  civ 

24 
41 
7 

1970 

...  8.649,368 

100 

6,476,068. 

74 

2.173.310 

25 

'  3,076.941 
3  345,213 
...  2,227,214 

100 
100 
100 

2,350,204 
2  023,882 
2, 101,972 

76 
61 

OA 

94 

726,737 
1,321,331 

24 

39 

197t 

...  9.025.031 

100 

.  6,854,685 

76 

2.170.346 

24 

3.080.276 
,  ,     3  453,335 
...  2.491,420 

100 
100 
100 

2,372,551 
2  115  522 
2, 366, 612 

77 
61 

OR 

99 

707.725 
1.337.813 

23 
39 
5 

1972 

...  9,297,787 

100 

7.122,875 

77 

2.174,912 

23 

3,093.006 
3,533.847 
...  2.670,934 

100 
100 
100 

2,386.75| 
Ul^',533 

77 
62 
96 

706,255 
1.351,256. 
117.401 

23 
38 
4 

1973 

9,662,763 

100 

'  7,469.604 

77 

2.203. 1S9 

'  23 

3,193,281 
.  .     3  552,22? 
2  917,?M 

100 
100 
100 

imi 

2,793,486 

-  78 
61 
96 

705.583 
1,373,809 
*  123  767 

22 
39 
4 

Sources:  U.S.  Office  of  Education.  "Openltig /all.|«fOllnient « Hl|het  Educe  Ion'- (W^^^^^^^^^^ 
Ing  Office)  1967,  p.  7  end  following  years i  J968,  p.  6;  1969,  p.  Ill  >970,  p.  13;  1971,  p.  14|  National  Center  for  Educational 
Statistics,  preliminary  data,  1974. 
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ArtA,^uwMAty...t^u  <WAihingtoni  tJ<S«  Cdv^m^nt  Fifiittiti£  Offie«4  1968)  3^ 

0«ic«  of  Educition<  rinatietAl  Stfltiatiei  oi  Initltutiorti  of  Mitthay 
tdueition^  ^  Curyadt  fundi.  ftdVttjtuaa..And..Expandituya<t^,.  1965*66;  (Wiihingteni 
U«8«  GovartuMttt  Ptintlng  Off  10^4  1969)  p«  10  And  annual  istuaat  1966-671 
p«  U»  l^fi^-eSt  p«  11}  p«  16{  1969-71 'tttapublieatiottdAta 

(Apvit  6«  1973)«  TabU  li  and  Kr«  oaoyga  Und  (24S«>7961}« 
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TABIE  R-FEOERAL  BUOQET  OUTUYS  FOR  EDUCATION  AND  MANPOWER  FUNCTIONS,  1965-73 

|ln  billions  of  dollars) 


1965     1966    1967     1968    1969     1970     1971     1972  1973 


ToUIOUlUys..,..,....   Hf.4    13U    158.3    178.8    184.5    196.6    21U    231.9  246.^ 

Total  education  and  manpower....    2.3     4.3     5.9     6.7     6,5     7.3     9,6     ».»  w.t. 

"ln\TsU&^^^^^^^^  .5     1.0     1.2      1.6      1.6.    1.6     2.0     2.9  3.3 

.6      1.8     2.4     2.6      2.5      2.8      3.2      3.5  3.2 

HifcuBiM::::  r.^^^^^^^  .7  1:?  m  4  ».4  u  1.4  i\ 

Vocational  education  »      .»  .3      '3      .3      -4  .» 

NOTES 

Ginitallv  budiet  outlays  are  defined  as  the  "spending  side  of  the  Federal  badget,"  Technically,  Federal  outlays  are 
papntsYn  the  firm  of  the  issuance  of  checks  orle  disbursement  of  casli  to  liqui  Jate  obligations  ol  the  Federal  Govern. 

"These  figures  on  direct  Federal  outlays  for  education  and  manpower  do  not  include;  (1)  Federal  f  unds  for  5«l|l  S-e«"»»!( 
Of  veterans' benefits  pay^  which  participantsln  education  or  training  programs  may  be  entitled!  or  (2)  Federal 
outlays  (or  research  and  development  conducted  ateducatlonalinstitutlons. 

Source!  "The  United  SUtes  Budget  in  Brief!  Fiscal  Year  1974,"  U,S.  Government  Printing  Office,  Washington,  B.C., 
pp.63and65. 

The  AMmoAN  Ck)LtEGB  Testing  PwMRAM, 

m.  Jameb  Harbison,  " 
CommUtee  on  Education  and  Laoor, 
met  Rayburn  Houte  Office  Building, 

Washington,  D.G.  .      .  . 

Dear  Jim  :  Attached  Is  a  "Report  from  Washington"  that  I  have  Just  writ^ 
for  ACT'S  newsletter,  Activity.  Since  that  publication  won't  be  out  until  Sep- 
tember,  and  my  comments  have  to  do  \vltb  your  present  hearings,  I  thought  that 
you  might  be  Interested  In  seeing  a  copy  now. 

Best  Wishes,  ^ « 

Kenneth  E.  xocno, 

Vice  President, 
Dimtor  of  Washington,  D.G,  Offloe, 

STOTENT  riNANOlNOt  WHO  AND  WHAT? 

For  much  of  this  past  summer,  the  House  Education  Subcommittee,  under 
Chairman  James  (J.  O'Hara  (D.-Mlch.),hasbeenholdlttgascHesof  openhea^^ 
and  closed  seminars,  eJcplorlng  the  full  range  of  problems  associated  with  the 
financing  of  students  in  postsecondary  education.  i„a^„^  4.,.^  *ht^ 

Carl  Becker  once  wrote  that  every  age  has  its  magic  words.  J"a8»nA«o«_X 
discussions  at  these  most  interesting  atid  informative  meetings,  two  of  the  magic 
ttwds  of  our  time  are  "access"  and  "choice".  These  ternis  came  up  time  and  time 
again  as  statements  of  major  national  goals-improving  access  and  increasing 
choice  for  students  pursuing  education  beyond  high  school.  „u„,,i. 

One  serious  difficulty  with  these  discussions,  however,  is  that  In  taiWttg  abo^^ 
aacm  and  choice  the  speakers  rarely  were  "Mflc  enough  in  d£nlng  the  tw 
poiSulatlon  or  the  educational  universe  being  considered.  It  is  Important  to  know 

"^KSlpleTS^^^^^ 
High  school  graduates  who  are  seeking  postsecondary  education. 
All  high  school  graduates. 
All  persons  aged  18  to  22. 

ffl^vhS'^^Sk  ablut  "higher  or  postseeondlify  (education",  we  could  mean  t 

l?ft*So«trfi^^^  proprietary  schools  and  vocational/ 

**An  imtSnSaS?  fix^  that  offer  an  opportunity  for  organisied  learning 
(incluSlpiSentlces^p,  on-the-job  training,  alternating  work-and-learn  ar- 
rangements, etc.) 
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It  n)9kos  a  big  difference  In  t^^hMc  policy  and  tbe  levelB  of  funding  that  might 
be  involved,  dep^ndiri^  upon  wtmt  «et  of  definitions  Is  used. 

Much  of  the  ^Mscussion  of  the  past  has  focused  on  self*seleoted  high  school 
graduates  seeking  admission  to  traditional  colleges  and  universities  (presently 
less  than  50  percent  of  high  school  graduates  and. involving  about  2500  instl- 
tutions  of  higher  education)*  If  we  were  tu  continue  to  concern  ourselves  pri* 
marily  with  this  group,  present  levels  of  funding  (federal  and  state,  direct 
and  indirect,  to  institutions  and  to  students)  probably  would  not  be  sufficient 
to  provide  "access"-^that  is,  to  give  everyone  of  these  youngsters  who  wanted 
to  go  to  college,  and  who  could  get  In,  the  financial  resources  to  do  so«  Intia* 
tion  has  taken  its  toll  Also,  the  size  of  the  self-selected  group  of  college-bound 
students  keeps  changing  depending  upon  funding  levels  and  patterns,  Current 
funding  certainly  falls  far  short  of  achieving  **choice"— le„  providing  these 
students  with  the  financial  ability  to  go  to  whatever  college  they  desired, 
regardless  of  cost  (which  is  what  the  private  colleges  yearn  foi^). 

However,  present  national  policy,  as  set  forth  in  the  Education  Amendments 
of  1972,  goes  beyond  the  above  definitions  of  "who"  and  "what**;  Our  concern 
now  is  for  all,  or  virtually  all,  high  school  graduates*  And  consideration  iaow 
is  given  (in  the  form  of  eligibility  for  federal  funds)  to  the  full  range  of  t>ost^ 
secondary  educational  Instittitlons*  As  someone  has  said,  we  are  In  the  process 
of  moving  from  mass  to  universal  postsecondary  education,  ^ 

All  of  this  is  in  law  and  on  paper,  but  it  has  yet  to  be  transformed  into  fiscal 
reality*  the  expense  of  insuring  access  for  this  much  larger  group  of  students 
to  this  greater  variety  of  institutions  and  programs  would  go  far  beyond 
present  funding  levels.  And  to  provide  for  the  luxury  of  institutional  choice, 
regardless  pf  price,  would  cost  even  more,  Neither  the  federal  government  nor 
the  states  have  shown  any  disposition  to  face  up  to  the  levels  of  funding*  that 
Would  be  required* 

,  Educators,  legislators,  and  economists  (particularly  economists)  continue  to 
argue  about  "econometric  models**  and  "delivery  systems**.  However,  the  basic 
problem  cnn  be  simply  stated  (although  not  simply  resolved) :  Ptnd  BUiUcient 
money  or  develop  a  raiioninff  smtm*  A  rationing  system,  on  the  other  hand, 
means  that  lots  of  students  will  get  less  than  they  need  and/or  lots  of  students 
will  get  nothing*  And  it  is  not  politically  palatable  to  announce  this  as  a  policy, 
especially  if  one  is  then  asked  to  Idetitify  the  "have4esses**  and  the  "have-nots**. 

I^lie  amount  of  money  that  would  be  required  is  difficult  to  calculate  but 
would  go  far  beyond  present  funding  levels.  For  the  federal  government  alone 
(under  present  programs)  It  would  require,  at  the  very  least,  full  funding  of 
all  campuS'based  student  aid  programs,  perhaps  $2  billion  in  Basic  Educational 
Opportunity  Grants,  .$50  million  or  more  in  State  Scholarship  Incentive  Grants, 
a  large  Gost*of*Education  allowance,  and  some  sort  of  institutional  aid. 

Even  if  ample  funds  were  soniehow  made  available  to  insure  that  every 
high  school  graduate  could  proceed  to  some  sort  of  post-»secondary  education, 
we  would  then  find  that  t 

A  substantial  percentage  of  the  students  would  not  choose  to  contlnbe  their 
schooling  (because  they  hate  formal  education,  they  receive  no  encouragement 
from  home,  or  for  many  other  reasons  )i 

A  still  larger  percentage  would  make  such  a  poor  choice  as  to  career  and/or 
type  of  education,  institution,  or  program  that  they  would  drop  out  or  have  to 
start  an  over  again. 

And,  of  course,  these  two  groups  (especially  the  first)  would  be  dispropor-' 
tionfltely  representative  of  low^ncome  families. 

t'urthermore,  we  know  that  In  a  complex  technological  society  like  ours,  high 
school  graduates  (even  those  presumably  prepared  in  some  way  for  employment) 
experience  great  difficulty  in  finding  meaningful  employment.  It  appears  increas* 
ingly  necessary  that  some  way  be  found  to  help  the  vast  majority  of  high  school 
graduates  (not  to  mention  dropouts)  to  continue  their  education  in  some  form 
that  will  lead  them  to  useful  and  satisfying  employment,  among  other  things. 

Therefore,  if  it  is  to  be  national  policy  that  all,  or  most,  high  school  graduates 
will  be  encouraged  and  assisted  to  pursue  some  sort  of  appropriate  postsecondary 
education,  still  larger  sums  of  money  (over  and  beyond  financial  aid)  would 
have  to  be  expended  in  order  to  provide  counseling  and  guidance,  tutorial  services, 
etc*— far  above  present  token  efforts.  This  kind  of  national  commltmeht  to 
achieving  true  access  (let  alone  choice)  does  not  exist  at  the  present  ttmoi 


So.  Riven  big  promises  (the  word  "entitlement"  was  m-advlsedly  used  In  the 
Basic  Eaucat  Kpportunlty  Grant  Program)  nnd  limited  funding,  the  Congress 
flSKelf  joclieytag  around,  looking  for  a  generally  acceptable  rationing  formula 
and  a  workable  distribution  system.  It  won't  find  them.  „„„„„.i 

Over  the  long  haul,  the  answer  has  to  be )  "Think  bigger."  We  must  expand 
our  horizon  to  consider  alt  of  the  variety  of  post-hlgh  school  options,  to  Identify 
and  relate  to  the  literally  thousands  of  career-development  and  less-formal  learn- 
.  Ing  oppqrtunltles  that  can  be  made  available  through  such  alternatives  as ! 

Military  8G]pvic6 

Public  service  (AC3T10N  andlts  sub-groups,  voluntary  associations,  etc.)    . . 
Business  and  Industry 
Labor  unions 

As  well  as  educational  Institutions/programs  u 

This  approach  obviously  poses  a  major  challenge.  Once  U  Is  adopted,  however, 
the  problem  of  financing  begins  to  take  on  a  more  rational,  ""lugh,"*""^®  f °»P^^^^^^^ 
perspective.  All  students  would  not  be  channeled  In  one  d'ffctjon  but  would 
have  many  options.  Education  would  not  be  tied  to  Just  one  kind  of  Institution 
but  would  be  available,  in  a  variety  of  forms,  no  matter  what  route  Is  taken,  many 
of  the  options  would  not  require  additional  funding  but.  In  fact,  would  generate 
student  financial  support.  „  u  w 

And  perhaps,  finally.  Rep.  O'Hara  and  his  co  leagues  could  then  begin  to  get 
what  they  long  have  been  asking  for-some  fairly  accurate  data  and  projections 
as  to  how  many  students  there  are  who  need  what  kinds  and  amounts  of  assistance 
In  order  to  achieve  what  educational  goals.  That  kind  of  Information  cannot  be 
obtained  now  because  we  are  dealing  with  only  a  portion  (and  a  constantly  shift- 
ing portion  at  that)  of  the  student  population  and  we  are  looking  at  only  a  small 
slice  of  postsecondary  education  options. 

O  '  .. 


